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Shenzhen International Holdings Limited
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Shenzhen International Holdings Limited is a company
incorporated in Bermuda with limited liability and is listed on
the main board of the Stock Exchange of Hong Kong. The
Group is principally engaged in the investment, construction
and operation of logistic infrastructure facilities, as well as
the provision of relevant logistic services which include third
party logistic services and logistic information services.

As at the date of this report, Shenzhen Investment Holding
Corporation, an investment holding institution owned by Shenzhen
Municipal Government and under the supervision of Shenzhen
Municipal State-owned Assets Supervision and Administration
Commission, is the controlling shareholder of the Company
holding approximately 40.37% of the issued share capital of
the Company. The second largest shareholder of the Company
is Cheung Kong Group which holds approximately 5.65% of
the issued share capital of the Company.

The Group’s development strategy defines the Pearl River
Delta, Yangtze River Delta and the Pan-Bohai Rim in the PRC
as the strategic development regions. Through acquisitions,
restructuring and integration, the Group will focus on the
investment, construction and operation of logistic infrastructures
such as toll roads and logistic parks. With the support of
infrastructures, information technology and supply chain
technology, the Group will aim at continuously perfecting the
organisation of logistic networks and the construction of facilities
and gradually form a long-term strategic partnership with its
customers and supply chain partners, thereby establishing
the Group’s core competitiveness.
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Upon completion of the acquisition of 100% of Shenzhen Shen Guang Hui Highway Development Company, the shareholding in Shenzhen Expressway Company Limited by the

Group will increase to 50.021% (Please refer to the announcement dated 16 October 2007 for details of the transaction)
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Shareholders’ equity
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Profit attributable to shareholders
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BMWAL  HK cents
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ANALYSIS OF TURNOVER AND PROFIT BEFORE

XA A & F FINANCE COSTS AND TAX BY PRINCIPAL ACTIVITIES
EiEHE AT BB R B A%
B, (F8) A BRI
REBRA Share of Profit before
=2 Operating profit/(loss) finance costs
Turnover Profit of associates and tax
—ETLE(BEEER)
2007 (HK$ million)
L/ NES Logistic business
U= Toll roads 452 226 215 441
Wi & Logistic parks 125 48 — 48
Y AR 7 Logistic service 232 1 1 2
BEER Investment holding 45 2,167 () 2,166
BT Manufacturing business - — 32 32
854 2,442 247 2,689
B 5 W 2 Finance income 42
IR 3PN Finance costs (97)
AIBRESHLTAE Fair value loss on derivative
BEARMEE liability of convertible
BEELZEIE  bonds (196)
B A — %%  Finance costs — net (251)
W 755 AT & A Profit before income tax 2438
—TTRF (B¥BEET)
2006 (HK$ million)
L NES Logistic business
U= Toll roads 212 110 174 284
Lz b Logistic parks 104 38 2) 36
Y AR 7 Logistic service 214 2 1 3
REERK Investment holding 7 33 (13) 20
BUE TS Manufacturing business - — 90 90
537 183 250 433
B 5 W 2 Finance income o8
IR IDFN Finance costs (129)
AIBRRESHLTAE Fair value loss on derivative
BEARMEE liability of convertible
BEELZEE  bonds (82)
BI#%A AR — %%  Finance costs — net (183)
W 755 AT & A Profit before income tax 250
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MBERBEE

AEESIDEMBFRECLREREERE
EMEIIRINT - ZETLFHERIFHEE
REZBH®RE  —TTNFHEBEDRRE
“EDFRERPBERR BT —
TRz _TERFHEIREEEYH
BRFAER/L -

ES Results
=E - Turnover
W 5 AT & F Profit before income tax
Fris Income tax expense
Rt D BARR Profit before

Rz AT minority interest
DHR R S Minority interest
% R e 15 & Net profit attributable

to shareholders

EERERE Assets and Liabilities
[EE&EE Fixed assets

"EME Investment properties
REEE QR 2 Investment in associates
AR E 2% EE  Available-for-sale financial assets
BEFES Investment securities
mLAE Intangible assets
HmIEREEE Other non-current assets
EE/(BEE) Goodwill/(Negative goodwill)
MBEEFE Net current assets/(liabilities)
ERBAE Non-current liabilities
BEFERE Net assets

Ew Equity

BEBITRA Issued capital

] Reserves

IR SR Shareholders’ equity

DHR R S Minority interest

wRE Total equity

* HZEEH RN ANEERA A M EFHAPTE -

*

SUMMARY FINANCIAL INFORMATION

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is depicted below.
The 2007 figures are extracted from the audited financial
statements. The 2006 figures are extracted from the comparatives
in the 2007 audited financial statements. The 2003 to 2005
figures are compiled based on the management accounts.

BE+-A=+—ALEE

Year ended 31 December

EH IR EH IR EH IR EH IR

Restated* Restated” Restated” Restated*
—ZETtHF —EERX —ZEThREF —ZETIME —TE=F
2007 2006 2005 2004 2003
BETT BT T BT T BT T BT T
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
853,985 536,549 359,241 290,889 205,032
2,437,830 250,356 373,189 336,567 348,165
(387,608) (11,667) (5,410) (8,061) (2,589)
2,050,222 238,689 367,779 328,506 345,576
(16,667) (7,895) (3,652) (6,061) (5,189)
2,033,555 230,794 364,127 322,445 340,387
R+=-—A=+-—AH

As at 31 December

EH IR EH IR EH IR EH IR

Restated* Restated* Restated* Restated*
—ETLHF —EERX —ZEThREF —ZETIME —ET=F
2007 2006 2005 2004 2003
BT T BEFIT BEFT BEFIT BB T
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
2,353,348 2,012,554 1,701,598 581,186 486,893
32,580 19,710 19,230 11,000 229,000
2,545,463 2,857,068 2,692,293 2,339,959 2,226,080
222,652 115,683 160,811 — —
- — — 216,594 230,068
601,360 648,829 651,533 - -
839,548 491 39,851 8,872 8,701
- — 4,471 (130,231) (169,621)
3,046,679 391,558 (506,700) 484,179 202,358
(2,164,224) (1,754,605) (1,005,969) (554,075) (661,768)
7,477,406 4,291,288 3,757,118 2,957,484 2,551,711
1,421,818 1,208,757 1,135,505 1,143,281 1,121,721
5,781,602 2,830,939 2,380,312 1,663,725 1,351,253
7,203,420 4,039,696 3,515,817 2,807,006 2,472,974
273,986 251,592 241,301 150,478 78,737
7,477,406 4,291,288 3,757,118 2,957,484 2,551,711

The restatements were due to the Group adopted the merger accounting.

Y BBR 2 B% A FR A 7] Shenzhen International Holdings Limited | 3} 2007 Annual Report




Chairman’s

HARBIZHER

RKAMAHAREE _ZTLFHEBETT
B UHARBERFELRE -

BHE-_ZTLtF+_A=+—HULEFE([K
FE])  AEBEZEXEBRBMESB4ET
(ZEBTNEFE  BES37(ET) WEF T+
59% : BRE(L &M REHE20.34ETT (ZF
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REBMRAFE 2 R R EML AT E#20.34
B - BREFLEEHER KB 16.06
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BIT) MEF LF37% - TEEKEE
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55% o
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A=+—RIEFEZHRSRERESREL
MU (ZFEREF - BEO6) - WEF EFH
67% - EEEREFARERERSFRIK
BERBEIIN(ZTENE ) o KF
EHREREAEBREEAL  BERE
BBEANBECABITL (ZETRF - B
7,26387T)  EFA7.8F  HEARFEERR
FEEBFIA31% @ KRB KEERF— o

Dear shareholders,

| am pleased to take this opportunity to present a review of
the business activities of the Group in 2007 and the prospects
facing our future developments.

For the year ended 31 December 2007 (the “Year”), turnover
of the Group amounted to HK$854 million (2006: HK$537
million), representing an increase of 59% over the previous
year. Profit attributable to shareholders amounted to HK$2,034
million (2006: HK$231 million), a 7.8 times’ increase over the
previous year. Basic earnings per share amounted to HK 15.03
cents (2006: HK 2 cents), a 6.5 times’ increase over the previous
year.

Among the Group’s profit attributable to shareholders of
HK$2,034 million for the Year, HK$1,606 million came from
non-recurring items, which included mainly profit arising from
divestment of non-core business assets, book loss arising
from the derivative liability of convertible bonds, and an increase
in deferred tax liabilities resulting from tax rate changes. Excluding
such non-recurring items, recurring profit attributable to
shareholders for the Year amounted to HK$428 million (2006:
HK$313 million), representing an increase of 37% over the
previous year. The operating results of core businesses reported
satisfactory growth, with turnovers from the logistic park business
and the toll road business recording increases of 20% and
1.1 times, respectively, over the previous year, while their
respective profits before finance costs and tax increased by
33% and 55% respectively over the previous year.

The board of directors recommenced the payment of a final
cash dividend of HK 1.0 cent (2006: HK 0.6 cent) per share
to shareholders for the year ended 31 December 2007,
representing an increase of 67% over the previous year. The
board of directors also recommended the payment of a special
cash dividend of HK 3.5 cents (2006: nil) per share to
shareholders. Accordingly, the total cash dividend for the Year
amounts to HK 4.5 cents per share and the total amount of
cash dividend to be distributed amounts to approximately HK$640
million (2006: HK$72.53 million), representing an increase of
7.8 times over the previous year and approximately 31% of
the Year’s profit attributable to shareholders. The dividend
payout ratio is the same as that of the previous year.
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During the Year, the two convertible bonds issued by the
Company in previous years were fully converted into shares
of the Company by bondholders. As a result, the Company
has introduced more large international institutional investors
and the Company’s controlling shareholder, Shenzhen Investment
Holding Corporation (“SIHC”), has increased its shareholding
in the Company, thereby highlighting the confidence of various
shareholders in the Group. The issued share capital of the
Company increased by approximately 2,130 million shares
(17.6%) during the Year accordingly. However, with the Group’s
profit attributable to shareholders having increased by 7.8
times and equity attributable to shareholders having increased
by 74% during the Year, the earnings per share and net asset
value of the Company did not decrease despite the share
capital increase, but increased instead by 6.5 times and 48%
respectively over the previous year.

Year 2007 witnessed substantial changes in the fundamentals
of the Group. Benefiting from the continued and stable growth
of China’s domestic economy and a booming securities market,
the Group’s core businesses maintained a trend of rapid profit
growth and obtained satisfactory operating results. Compared
to 2008, various financial data of the Group reported substantial
improvements.

During the past year, the Group has clarified and strengthened
the role of logistic infrastructures as the core business, through
a series of resource integration moves such as equity interest
acquisitions, disposals of non-core business assets and business
structure realignments. The Group aggressively pushed forward,
and successfully achieved, the acquisitions and increases of
equity interests in several logistic infrastructure projects of
good quality, involving an acquisition amount totalling HK$4,900
million and total assets amounting to more than HK$16,200
million. Such activities strengthened the Group’s control over
its core assets and changed the previous mode of passive
investment, gradually transforming into an enterprise with full
control of its assets and investments. The operation mode
has undergone substantial changes, thereby laying a solid
foundation for further enhancement in operating efficiency and
reinforcement of internal management.
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Presently, the Group has formulated the initial development
planning for its core logistic business over the next three to
five years. The Group will focus on acquiring capital-intensive
assets of scarce resources to complement new construction
and investments of resource projects, so as to boost the logistic
business through expansion and development. The Group
will strive to fully complete the investment, construction,
acquisition and integration tasks of the existing logistic business
in Shenzhen Municipality and the Pearl River Delta in the short-
to-medium term, as well as taking advantage of the opportune
timing to expand into the Yangtze River Delta and the Pan-
Bohai Rim. On this basis, the Group will gradually develop
logistic infrastructures and relevant value-added services, thereby
building up the core competitiveness of the logistic business.

While the global economic outlook is clouded by factors such
as the sub-prime mortgage crisis, it is believed that the stable
and positive trend of China’s economy will continue over a
considerable period in future. As the major resources owned
by the Group are located in economically developed regions
of China and the logistic infrastructure business that we are
engaged in is an industry with abundant development potentials,
there should be positive support for the Group’s development.

Looking ahead to 2008, the Group will, on the one hand,
improve the overall management standard by further improving
the functions of the Group’s departments and enhancing the
management system of the Group. On the other hand, the
Group will strengthen the development of the two major
businesses of toll roads and logistic parks with a continued
focus on the strategic objective of developing the core businesses,
enhancing the profitability of assets through various methods
such as internal resource integration and external introduction
of resources. Meanwhile, the Group will adequately utilise the
platforms in both domestic and overseas capital markets to
provide support to the development of the Group’s enterprises
through a variety of capital operations. The Group will also
capitalise on the opportune timing to expand the breadth and
depth of its core businesses to enhance the quality and quantity
of the Group’s assets, actively seeking new sources of profit
growth and carrying out active and effective efforts to enhance
shareholder value.

11
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In addition, in order to further concentrate its resources in
the core logistic business, the Group will continue to seek
the right opportunities to dispose of its non-core business,
and the proceeds will be invested in quality logistic infrastructure
projects which will add value for shareholders. The capital
expenditure for the Group in 2008 is estimated at approximately
RMB2,000 million, mainly for investments in new logistic
infrastructure projects of good quality, such as ports, logistic
centres, as well as the expansion and construction of existing
logistic parks and toll road assets. It is expected that such
investments will create even greater returns for shareholders.

Finally, | would like to, on behalf of the board, express my
heartfelt gratitude to all shareholders and investors for their
continuous support to the Group. In particular, | would also
like to thank all the staff of the Group for their valuable service
and contribution during the past year.

Guo Yuan
Chairman

Hong Kong, 2 April 2008
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REVIEW OF RESULTS

For the year ended 31 December 2007 (the “Year”), turnover
of the Group amounted to HK$854 million (2006: HK$537
million), representing an increase of 59% over the previous
year. Profit attributable to shareholders amounted to HK$2,034
million (2006: HK$231 million), a 7.8 times’ increase over the
previous year. Basic earnings per share amounted to HK 15.03
cents (2006: HK 2 cents), a 6.5 times’ increase over the previous
year.

Among the Group’s profit attributable to shareholders of
HK$2,034 million for the Year, HK$1,606 million came from
non-recurring items, as compared to the loss of HK$82 million
from non-recurring items for the corresponding period of the
previous year. Recurring profit attributable to shareholders
for the Year amounted to HK$428 million (2006: HK$313 million),
representing an increase of 37% over the previous year.

Turnover of the Group’s logistic business amounted to HK$809
million (2006: HK$530 million), representing an increase of
53%, with its profit before finance costs and tax amounted
to HK$491 million (2006: HK$323 million), representing an
increase of 52%. The core business reported satisfactory growth,
with the turnovers from the logistic park business and the toll
road business amounting to approximately HK$125 million
(2006: HK$104 million) and HK$452 million (2006: HK$212
million), representing increases of 20% and 1.1 times respectively,
while their profits before finance costs and tax amounted to
approximately HK$48 million (2006: HK$ 36 million) and HK$441
million (2006: HK$284 million), increased by 33% and 55%
respectively.

The daily average toll revenue and daily average traffic volume
from the Group’s toll road business recorded increases of
1.1 times and 88% respectively, with the turnover of core
business reached approximately HK$452 million (2006: HK$212
million), increased by 1.1 times. The major reason for such
increases was the Group’s completion of the acquisition of
Longda Expressway in December 2007, together with the portion
attributable to toll road associate, profit before finance costs
and tax of the Group’s toll road business amounted to
approximately HK$441 million (2006: HK$284 million),
representing an increase of 55%.
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During the Year, pursuant to the applicable accounting guidelines,
the Group adopted the merger accounting method as the
accounting treatment method for consolidating enterprises
of different entities under the same control. The Group completed
the acquisition of a 89.93% interest in Longda Expressway
on 29 December 2007. The full-year turnover and profit before
finance costs and tax of Longda Expressway, which amounted
to HK$275 million and HK$151 million respectively, were
consolidated into the Group’s 2007 annual results in accordance
with the relevant accounting standards.

In 2007, the Group’s logistic park business recorded a turnover
of approximately HK$125 million (2006: HK$104 million) and
a profit before finance costs and tax amounting to approximately
HK$48 million (2006: HK$36 million), representing increases
of 20% and 33% respectively over the previous year. During
the Year, the business of Shenzhen South-China Logistics
Co., Ltd. (“South China Logistics”) recorded a satisfactory
growth, with its turnover and profit before finance costs and
tax amounted to HK$75.80 million (2006: HK$53.78 million)
and HK$23.50 million (2006: HK$11 million) respectively,
increased by 41% and 1.1 times respectively over the previous
year.

With a view to further concentrating resources on its core
logistic business, the Group is gradually reducing its investments
in non-core businesses and is actively seeking opportunities
for divestment of the equity interests in CSG Holding Co.,
Ltd. (“CSG”). Profit attributable to shareholders of the Group
has significantly increased by 7.8 times over the previous year.
This included the approximately HK$80.55 million profit after
tax from the disposal of the CSG B shares held and the
approximately HK$1,304 million of profit after tax from the
disposal of approximately 75.16 million CSG A shares. The
remaining 26.39 million tradable CSG A shares held were re-
classified from an associate to financial assets through profit
or loss, and booked at CSG’s A share price at the balance
sheet date in accordance with applicable accounting standards.
Accordingly, a profit after tax amounted to HK$435 million
was resulted from the change in fair value.

Y BBR 2 B% A FR A 7] Shenzhen International Holdings Limited | 3} 2007 Annual Report




1T

:Eﬁm

1 ——

EEES

Management Discussion

RAFE  ARARHREFELA 4R
AN ZEERNF - ABRTHEBGEITAI#R
BREHFHOITEBBEAABEMEEEN - AR
AR EEZHELENBEBLEE1.96ET - &
RUBBEIT T HERAEE  LEBRRIRS
e RAFE  AIRBRESNEZEEEREE
EEES 705 E BB ER AR D ARD -

REER -_ZET+F+ - ARKBEREASR
NIREETT —HEBI17 278 TN T B &
RESH  EREFNERAREBVBREE
AIMIEXRTE - D AESNEEMHBD - €
DR AEK2 09E L KB 15.1818 7T -
ERWSELETERRE  BEEHFHLBRSK
AT eRATEAEARBEESMEL

=)

AN
B2 e

PEBE TS NF—A—HRBBEITHNME
MR - NREBAREIOHEBHDLEMERE
BREFRNELHI5%IEIMNE25% o R
FE RARBENEHABRTELER S
& - B INF TG A AN 4B 3,6008 7T ©

R-ZEZA+F+-_A=+—H KEEHE
BERFEENNABE11024ETL (ZF
TREF - BEK70.9918 L) REKT4.771E T
(ZZZTRF - BELA291ET)  BR_ZET
NFE+Z_A=Z+—B9 A A% K
74% °

During the Year, due to the continued increase in the share
price of the Company, the fair value of the derivative liability
of the convertible bonds with an aggregate principal amount
of HK$600 million issued by the Company in February 2006
recorded a corresponding increase. A book loss of approximately
HK$196 million arising from the change in fair value was resulted
accordingly. The recognition of such book loss does not affect
the Group’s operating results or cashflow. During the Year,
the outstanding principal amount of HK$370.5 million of the
convertible bonds was fully converted into shares of the Company.

The Group issued a zero coupon convertible bond with a principal
amount of HK$1,727 million in December 2007 in order to
acquire Longda Expressway. According to the terms of the
bond and the articles under Hong Kong Financial Reporting
Standards, the bond is classified into two separate parts, namely
equity and liabilities, with respective amounts of HK$209 million
and HK$1,518 million. No derivative liabilities were formed,
and accordingly no profit or loss will be resulted from change
in fair value of derivative liabilities before the conversion or
maturity of the bond.

Effective from 1 January 2008, the PRC adopts a new income
tax rate. The corporate income tax rate for most of the Group’s
businesses will be gradually increased from 15% to 25% over
the next five years. During the Year, an adjustment was made
to deferred tax liabilities in light of the future tax rate changes,
and tax expenses increased by approximately HK$36 million
accordingly.

As at 31 December 2007, the Group’s total asset and net
asset amounted to HK$11,024 million (2006: HK$7,099 million)
and HK$7,477 million (2006: HK$4,291 million) respectively,
with respective increases of 55% and 74% over those of 31
December 2006.
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MAJOR EVENTS DURING THE YEAR

1.

Actively increasing the interests in quality logistic
infrastructure projects; continuing mergers,
acquisitions and integration of the Group’s
assets

With the support of the Shenzhen Municipal Government,
the Group successfully increased the shareholdings in
and acquired several logistic infrastructure assets of good
quality, holding controlling interests in such assets during
the Year.

The Group acquired a 40% equity interest in Shenzhen
Western Logistics Co., Ltd. (“Shenzhen Western Logistics”)
at a consideration of RMB230 million in December 2006.
The acquisition was completed in May 2007 and Shenzhen
Western Logistics has become a 60%-owned subsidiary
of the Group. Meanwhile, with the full support of the
Shenzhen Municipal State-owned Assets Supervision and
Administration Commission (“Shenzhen SASAC”) and the
Shenzhen Municipal Government, the Group aggressively
capitalised on an opportunity, entering into an acquisition
agreement with Shenzhen SASAC in July 2007 in relation
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to the acquisition of a 33.33% equity interest in South
China Logistics at a consideration of RMB140 million.
The acquisition was completed in November 2007 and
South China Logistics has become a wholly-owned
subsidiary of the Group. In addition, the Group acquired
a further 39% equity interest in Shenzhen EDI Co., Ltd.
(“Shenzhen EDI”) at a consideration of RMB13 million.
The acquisition was completed in October 2007 and
Shenzhen EDI became a 78%-owned subsidiary of the
Group.

On 16 October 2007, the Group entered into two
agreements with Shenzhen SASAC to acquire the 100%
equity interest in Shenzhen Baotong Highway Construction
and Development Limited (“Baotong Company”) at a
consideration of RMB1,671 million (approximately HK$1,727
million) and the 100% equity interest in Shenzhen Shen
Guang Hui Highway Development Company (“SGH
Company”) at a consideration of RMB2,661 million.

The sole major asset of Baotong Company is an 89.93%
shareholding in Shenzhen Longda Expressway Company
Limited (“Longda Company”), which is principally engaged
in the operation and management of Longda Expressway
located in Shenzhen. The acquisition was completed on
29 December 2007, and the Company issued, on the
same date, a three-year zero coupon convertible bond
in a principal amount of HK$1,727 million to Shenzhen
Investment Holdings Company Limited, a wholly-owned
subsidiary of Shenzhen SASAC, as the consideration for
the acquisition.

Meanwhile, the sole major asset of SGH Company is
the approximately 411 million shares (18.868%) of Shenzhen
Expressway Company Limited (“Shenzhen Expressway”)
that it holds. Upon completion of the acquisition, the
Group’s shareholding in Shenzhen Expressway will increase
from 31.153% to 50.021% and Shenzhen Expressway
will change from an associate to a subsidiary of the Group.
The acquisition enables the Group to effectively implement
its development strategies, and also, the solid profit income
and cashflow of Shenzhen Expressway will enable the
Group to expand its core logistic business. The acquisition
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of SGH Company has received the necessary approvals
from the Hong Kong regulatory authority, the shareholders
and the Shenzhen Municipal Government. Currently, the
Group is engaged in the relevant application and approval
procedures with the relevant PRC government authorities
(including the State-owned Assets Supervision and
Administration Commission of the State Council, the PRC
Ministry of Commerce and the China Securities Regulatory
Commission) regarding the above acquisition, and the
transaction is expected to be completed within 2008.
By then, the full-year results of Shenzhen Expressway
will be reflected in the 2008 results of the Group.

The acquisitions which include increasing the shareholding
in Shenzhen Expressway, acquiring Longda Expressway
and increasing the interests in South China Logistics and
Shenzhen Western Logistics involved a total amount of
RMB4,700 million (HK$4,900 million). Such acquisitions
will increase the Group’s market share in Shenzhen’s
logistic infrastructure business and will strategically transform
the Company from a passive investment holding company
to an active investor in the logistic infrastructure business.
The above acquisitions are in line with the Group’s strategic
objective of investing in quality logistic infrastructure projects
with controlling interests, and highlight the dedicated support
of Shenzhen SASAC and the Shenzhen Municipal
Government to the Group as well.

Gradually divesting from non-core businesses

With a view to further concentrating resources on its core
logistic business, the Group is gradually reducing its
investments in non-core businesses. As the glass production
business of CSG and its subsidiaries is a non-core business
of the Group, during the Year, the Group has disposed
of all CSG B shares and approximately 75.16 million CSG
A shares that it held, realising profit after tax of approximately
HK$80.55 million and HK$1,304 million respectively. The
remaining 26.39 million tradable CSG A shares held were
booked at market prices and a profit after tax amounted
to HK$435 million was resulted from the change in fair
value. The Group still holds a total of 117 million non-
tradable CSG A shares, of which approximately 101 million
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shares (representing approximately 71% of the Group’s
shareholding) and approximately 16.04 million shares
(representing approximately 11% of the Group’s
shareholding) will become tradable shares effective from
24 May 2008 and 24 May 2009 respectively. As at 31
December 2007, the fair value of such non-tradable shares
as appraised by a professional valuation institution was
RMBS8 per share and such shares were booked as available-
for-sale financial assets; the appraised value represented
an appreciation of HK$729 million over the book value
and the amount was booked as a change in shareholders’
equity. Upon becoming tradable shares, such shares will
be booked at the market price of CSG A shares and the
change in market price will be directly reflected in the
annual profit and loss account. In addition, on 18 September
2007, the Group has disposed of its 25% equity interest
in Tianjin CSG Architectural Glass Company Limited to
a subsidiary of CSG for a consideration of RMB92.15
million, realising profit after tax of HK$18 million as a
result. Proceeds from the above disposals of non-core
businesses will be invested in logistic infrastructure projects
which will add value to the shareholders.

With the controlling shareholder increasing its
shareholding in the Company, the Shenzhen
Municipal Government demonstrates its utmost
support

On 22 May 2007, the Company’s controlling shareholder
Shenzhen Investment Holding Corporation (“SIHC”) fully
converted the HK$330 million convertible note it held,
pursuant to which SIHC held an addition of 904 million
shares of the Company. Together with the 4,836 million
shares that it already held, SIHC currently holds a 40.37%
equity interest in the Company. The increase in SIHC’s
shareholding in the Company not only reflects the confidence
of Shenzhen Municipal Government in the Company, but
also strengthens the Group’s financing capability for future
acquisitions of quality logistic infrastructure assets as
the Group was not required to repay HK$330 million in
cash on the maturity date of the convertible note. This
will help enhance the interests of the Group and the
shareholders as a whole.
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4.

Appointment of new Board members provides
additional momentum to the Group’s future
development

On 8 August 2007, Mr. Yang Hai was appointed as an
executive director and Mr. Wang Hang Jun was appointed
as a non-executive director of the Company by the Board.
Mr. Yang is currently the chairman of Shenzhen Expressway
and has extensive experience in highway construction
management and corporate management. Mr. Wang has
extensive experience in financial management and auditing.
The Group believes that their appointments will benefit
the Group in business development and asset restructuring.

Streamlining the internal structure of the Group
to improve efficiency

To support the future business expansion and resource
integration plans, the Group completed a streamlining
of the internal structure, a reduction of management levels
and a trimming of management costs during the Year.
As aresult, management efficiency was effectively improved.
This was a key step for the Group’s reorganisation of
internal structure, and will bring long-term positive impact
on the Group in terms of its future business development
and the improvement of its integral interests. Looking
forward, this will be part of the Group’s management
philosophy to reform and improve its internal organisation
and systems to further enhance the overall operation
efficiency. The Group will reinforce its efforts in integrating
internal resources and businesses so as to lay a strong
foundation for sustainable development in the future.

EVENTS AFTER THE BALANCE SHEET DATE

1.

Disposal of CSG A Shares

From 1 January 2008 to the date of this report, the Group
has disposed of a total of 8,990,902 CSG A shares at
Shenzhen Stock Exchange. The average selling price was
RMB23.17 per share, amounting to a total consideration
of approximately RMB208 million. As at the date of this
report, the Group holds a total of 17,399,098 CSG A
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shares tradable at the Shenzhen Stock Exchange
(representing 13% of the Group’s interests in CSG); 117
million non-tradable shares, of which approximately 101
million shares (representing approximately 75% of the
Group’s shareholding) and approximately 16.04 million
shares (representing approximately 12% of the Group’s
shareholding) will become tradable at the Shenzhen Stock
Exchange effective from 24 May 2008 and 24 May 2009
respectively.

Impact of the PRC’s snowstorm in January 2008
on the Group’s business

In early 2008, the PRC suffered from a disaster of freezing
weather and snowstorms which led to massive losses
for the social economy. Transportation and logistic delivery
were immensely affected as well, with the delivery efficiency
and economic gains of many logistic enterprises taking
a hit as a result. Most of the Group’s assets are located
in the Pearl River Delta of the PRC and were, therefore,
less affected by the snowstorm. Wuhuang Expressway
in Hubei Province, which is jointly held by the Group and
Shenzhen Expressway, is located in the snowstorm-hit
region and had to be closed for certain periods in three
days during the snowstorm. However, compared to other
expressways in the same province, the closure period
of Wuhuang Expressway was relatively short. As the Group
actively cooperated with the government in the disaster
aid and rescue efforts and proactively took initiatives to
introduce alleviating measures, economic loss was effectively
reduced and the January and February 2008 toll revenues
for Wuhuang Expressway only decreased by approximately
2% over the same period of 2007. The impact of the
snowstorm on Wuhuang Expressway was short-lived,
and operation gradually returned to normal after the Lunar
New Year. Accordingly, the impact on the Group’s overall
2008 results is expected to be moderate.
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Investment in, construction and operation of
Wharf and Logistic Centre at Xiba Port of Nanjing
Chemical Industrial Park

On 13 March 2008, the Group entered into an agreement
pursuant to which the Group, Nanjing Port Authority and
Nanjing Chemical Industry Park Co., Ltd. (“Nanjing Chemical
Industry Park Co”) would establish a joint-venture company
(of which the Group, Nanjing Port Authority and Nanjing
Chemical Industry Park Co holding interests of 70%, 15%
and 15% respectively) to construct and operate the project
which comprises five deep-water terminals for 50,000-
ton vessels and logistic centres at Xiba Port of Nanjing
Chemical Industrial Park. The Nanjing Xiba Port project
will be constructed in two phases. The total investment
for the first phase of the project is RMB800 million, involving
the construction and operation of two dry bulk and general
terminals for 50,000-ton vessels and a logistic centre
with a site area of 400,000 square metres. The first phase
is expected to be completed and commence operation
by the end of 2009. The second phase will be developed
into three general solid dry bulk terminals for 50,000-
ton vessels and a logistic centre, and is expected to
commence its construction within four years after the
completion and commencement of the first phase’s
terminals and logistic centre. The terminals will occupy
a site area of 800,000 square metres and the logistic
centre will have a site area of 700,000 square metres.
The terminals and logistic centres will be mainly engaged
in logistic transition and related businesses such as loading/
unloading and storage of thermal coal, raw material coal
and solid chemical raw materials for enterprises within
Nanjing Chemical Industrial Park and in nearby areas.

The Nanjing Xiba Port project commands an excellent
geographical location, and by investing in the project
the Company will further expand the coverage of its logistic
infrastructures resources and will strengthen its continuous
development in the industry, as well as facilitating the
formation of a logistic infrastructure resource network
in the country’s major economic powerhouses such as
the Bohai Rim, the Yangtze River Delta and the Pearl
River Delta.
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31 December
—ETLHE —EEXRE
2007 2006
BERET BEBET #m,/
HK$million HKS$million (RA)
27 Increase/
(Restated) (Decrease)
BEE Total Assets 11,024 7,099 55%
weE Total Liabilities 3,547 2,808 26%
IR R HE A Shareholders’ Equity 7,477 4,291 74%
RekREEEY Cash and Cash Equivalents 2,769 957 189%
fEEMAEE Total Borrowings
MHSRITER Short Term Bank Loans 903 268 237%
R—FARBHEEN Long Term Bank Loans due
RHIRITER for repayment within one year 57 40 43%
RHIRITER Long Term Bank Loans 237 1,243 (81%)
BEERE Total Borrowings 1,197 1,551 (23%)
FHEEe, (BEEFE) Net Cash/ &
(Net Borrowings) 1,572 (594) N/A
BEEIT A Debt Instruments* 1,518 785 93%
EEBEXR(BaE/ Debt Asset Ratio (Total Liabilities/
BEE) Total Assets) 32% 40% (8%)**
BEBBEEBEELL R  Rato of Total Borrowings to
Total Assets 11% 22% (11%)**
FRE S (BEFE) Ratio of Net Cash/(Net Borrowings) i
B % 5 R 25 b K to Shareholders’ Equity 21% (14%) N/A

Debt instruments represents the liabilities component of HK$1,727 million
zero coupon convertible bond
Change in percentage point

* ER TAZER17. 271889 E 8 AR EF R EA D

> BRMZEE
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As at 31 December 2007, cash and cash equivalents of the
Group amounted to HK$2,769 million (31 December 2006:
HK$957 million), representing an increase of 1.9 times over
2006. The increase was mainly attributable to the Group’s
disposal of the non-core business assets CSG A shares during
2007 and the net cash inflow from current businesses. At
this stage, the Group possesses sufficient cash and a low
gearing ratio, with a very solid financial position and has ample
resources to invest in logistic infrastructure projects to further
enhance shareholders’ value.

RERREEEY  FEERBEE

Cash and cash equivalents, net assets

and total assets
BWEEIT  HKS milion

12,000
11,024
10,000 |
8,000 | 7,099 7,477
6,000 |
4,291
4,000 |
2,769
A
2,000 | —
957 ="
k
0
2006 2007
wmEE Total assets
e REE Net assets
—A-- BELRELZEY Cash and cash
equivalents
:ggti‘i— ﬂ + =R $E@§Eﬁ As at 31 December 2007, total bank loans of the Group amounted
T AR T (ZEERF to approximately HK$1,200 million (2006: HK$1,600 million),

%'JﬁSOS% 3%&134%
W FZFURE=F K AZFIHAE
EREROHEABE25ETLUNEE R
1 %ﬁ%mo%ﬁ:»%n%ﬁﬁﬁ%

n}ﬂﬁuﬁﬁlé%ﬂ%m%
_FH‘

B ERELAERIABTAARKER
1,5 EEMEMNEART E/ o AN ZIE AN
MARBEZRQBEIMET TEARWE

BAREABME - RAREA -
KERCD2BURE -

ZEAR

of which 80.3%, 6.3% and 13.4% were due for repayment
within one year, the second year and the third year or after
respectively. Of such loans, approximately HK$250 million
are repayable in Hong Kong dollars, HK$7 million are repayable
in US dollars and the remaining balances of approximately
HK$940 million are borrowings from banks in the PRC repayable
in Renminbi. During the Year, the amount of loans denominated
in Renminbi increased by approximately HK$900 million, mainly
due to the acquisition of Longda Expressway. As at the date
of this report, such Renminbi loans were fully repaid.

Y BBR 2 B% A FR A 7] Shenzhen International Holdings Limited

I 3} 2007 Annual Report

= YT



]

‘th

BEE

Management Discussi

RITEREETFH

Bank borrowings repayment period

13.4%
6.3%

80.3%

R—EREE Within 1 year
B RAE-FHEE Within 2 years
I RE=F LB 3 years or above

AEENRESWAZTESARE  MAEE
REBBEUNREXHEER/RRNRE D
AREHERRITER - AREENEERX
ARAREABE  MEBFAREEFENE
BN AEENBERBEEBUNEERE
fIHER  RERBAAAREREUNE
E—hHEREEEBRENEERSE 5
—THAIZEZARBESFRNRE ° A&
ERENRAeREEANARESE - AR
BER_ZZLFEHEN%  AEENEE
FEOEMIEELEE2ET - EHM
5 ARBEBENELRREIE  KNEE
75 IR A R S BR B OMNE S e R B

RITEREEEWEN
Bank borrowings repayment monetary units
BWEEITT  HKS milion

7 (0.5%)
250 (21%)
940
(78.5%)
B B HK$
N USs$
AR¥ RMB

The Group’s cash inflow is primarily denominated in Renminbi,
and cash outflow denominated in Hong Kong dollars mainly
comprises cash dividend payment to shareholders and scheduled
repayments of bank loans. As the borrowing costs of Hong
Kong dollars is lower than that of Renminbi and it is anticipated
that Renminbi has appreciation potential, the financing strategy
of the Group is to borrow in Hong Kong dollar and invest in
Renminbi-denominated assets in the PRC, thereby reducing
the Group’s overall borrowing costs on the one hand and
benefiting from the Renminbi appreciation on the other. Renminbi
appreciated by approximately 6% in 2007, and the Group’s
net asset value increased by approximately HK$200 million
accordingly, given the cash and assets held by the Group
were primarily denominated in Renminbi. In the short run,
the risk of exchange rate between Renminbi and Hong Kong
dollars will be at a low level. The Group will review and monitor
from time to time the risks relating to foreign exchanges.
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RERRTEER
Cash and banking facilities
BWEEITT  HKS milion

1,200
2,770

3,230
0 AgARE Cash in hand
EEAZRIT Utilised banking
8% facilities
W REAZRT Standing banking
=88 facilities
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Cash and cash equivalents monetary units
BWEEIT  HKS milion

306 (11%)

475 (17%)

1,988

(72%)

B ARY RMB

o B HK$
ESH Uss$

The Group’s ratio of net borrowings to shareholders’ equity
changed from a net borrowings position as at 31 December
2006 to net cash of 21% as at 31 December 2007. This was
mainly attributable to the cash from disposal of the non-core
business by the Group in 2007 and the net cash inflow from
current businesses, as well as the partial repayment of bank
loans. For details of the Group’s charges and contingent liabilities
as at 31 December 2007, please refer to notes 25 and 40 of
the consolidated financial statements respectively.

Currently, the Group has cash in hand and standing banking
facilities of approximately HK$6,000 million and the utilised
banking facilities amount to HK$1,200 million. The Group has
entered into an interest rate swap contract in respect of a
syndicated loan granted so as to reduce the risk arising from
increasing interest rates. The Group currently has sufficient
financial resources and sound financing capability with sufficient
cash in hand, and will make full use of this advantage to continue
to identify quality investment opportunities. It will also review
its existing capital and credit structure from time to time and
consider plans to lower its funding costs, as well as further
increasing the overall returns for its shareholders through channels
such as cash payments to shareholders and share repurchases.
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ANALYSIS OF MAJOR BUSINESS OPERATIONS
LOGISTIC PARK BUSINESS

Among the seven logistic parks in Shenzhen, the Company
already has wholly-owned South China Logistic Park, controlling
interests in Western Logistic Park and has joint control of
Shenzhen Airport Express Supervision Center, which is a key
project in the Airport Logistic Park. These assets will form a
tripod of logistic infrastructures covering Shenzhen-Hong Kong
boundary control points, ports and airport, creating strategically
complementing synergy. In addition, the Group has approximately
95,000 square metres of land in the Nanjing Chemical Industrial
Park which will be used to build a logistic centre providing
logistic and related services to chemical enterprises in the
park.

During the Year, the Group’s logistic park business recorded
a turnover of approximately HK$125 million (2006: HK$104
million) and a profit before finance costs and tax amounting
to approximately HK$48 million (2006: HK$36 million),
representing respective increases of 20% and 33% respectively
over the previous year. The overall logistic park business
developed satisfactorily with all businesses reporting stable
growth.The total site area of logistic parks currently owned
by the Group is 940,000 square metres and the operating
area of logistic centres of the Group is 70,000 square metres.
With the expansion of the existing businesses and newly acquired
investments, the logistic park business of the Group will enter
a stage of rapid growth in the next three years; by 2009, the
total site area of the Group’s logistic parks will increase to
1.53 million square metres, representing an increase of more
than 60% as compared to the current area. The area of newly
constructed logistic centers between 2008 and 2010 is estimated
at 710,000 square metres. By 2010, the operating area of
logistic centre will increase by over 10 times as compared to
2007.
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W E=@EUR South China Logistics W EEUR South China Logistics
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@Eﬂslm;}i & Nanjing Logistic Centre ML TEYR L Nanjing Logistic Centre
B RABEE Nanjing Xiba Port E IRABHE Nanjing Xiba Port
B Hes RN Airport Express Centre  HOBR R Airport Express Centre
EEUR South China Logistics

EMYRNANFELETEABE7,5808 7L During the Year, turnover of South China Logistics amounted
(ZZZTRF : BH5,37887L)  WEFR  to HK$75.80 million (2006: HK$53.78 million), representing
B EFA41% » EFEL7% (ZZZF/RF ¢ anincrease of 41% over the previous year. The gross margin
46%) B EMEKRARNAAFNAE®E  was 47% (2006: 46%), and profit before finance costs and
2,350 L (ZZFZT/RF  B¥1,100870) ©  tax amounted to HK$23.50 million (2006: HK$11 million), an
BREFRBEA1AE - increase of 1.1 times over the previous year.

T FREEAYRERE2ESEAEEN  Year 2007 was the second year since South China Logistics
FF RAFEE  EFLEBKRKRAE-Z  hadimplemented a full integration of its operations. During the
TRERBERELOAN% > WP OEREL  Year, the revenue from its core business increased substantially
HHOERE by approximately 41% over 20086,

R B E B whereas revenues from the
WA 5 RE & logistic centre business and the
62% & 115 - customs transferring and
KERERR transiting business increased by
AR - BEEE 62% and 100% respectively,
Ekzbitzok ik highlighting satisfactory growth
L EREL in operating results. With the
1.68F 5K commencement of operation of
H_TFTLF a new logistic centre of
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approximately 15,000 square metres in April 2007, the total
area of logistic centre amounted to approximately 60,000 square
metres as at present. Meanwhile, the construction of two 2-
storey logistic centres with an aggregate area of 52,000 square
metres was completed in December 2007 and the logistic centres
will officially commence operation in the first quarter of 2008.
Accordingly, it is anticipated that the operation
of South China Logistics’ logistic centre
business will develop even more rapidly.

After the relocation of all cross-border cargo
transferring functions from the Huanggang
Checkpoint to South China Logistic Park,
- South China Logistics has commenced the
cross-border cargo transferring business.
The transiting system has been gradually
improving after one year of operation and
operating efficiency has been significantly
enhanced. The new transiting yard at South China Logistics
officially commenced operation in May 2007, with a capacity
being 4 times that of the old one. Accordingly, the transition
operation capability has been significantly enhanced and the
operating efficiency has doubled. It is expected that the transiting
business will continue to expand the operation scale of South
China Logistics and bring considerable revenue.

During the Year, the “Green Lane” heavy container business
of South China Logistics was successfully commenced and
recorded an operating revenue of approximately HK$1 million.
While escalating the publicity effort, the business made
improvements on the system'’s stable operation and the system
basically achieved a zero malfunction rate. Accordingly, the
objective of stable operation was realised and the customs
clearance environment was improved. South China Logistics
will continue to expand the “Green Lane” business, coordinating
with the customs authorities and the inspection and quarantine
departments so as to better meet customers’ needs.
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Due to the influence of
exchange rates and tax
rebate policy for exports
in China, the empty
container depot business
of South China Logistics
maintained stable results
for the Year and its
operation remained
stable. In the coming year,
the empty container depot
business will strive to expand the business volume of its depots
and to actively develop the market, on the premise of stabilising
the existing customer base.

Looking ahead towards the coming year, South China Logistics
will accelerate the development progress of the two new logistic
centres and will strive to sign leasing contracts with quality
customers in the year’s beginning, as well as looking forward
to a complete lease-out and operation commencement before
the end of the first quarter of 2008. Meanwhile, the customs
transferring and transiting information system will be further
improved to enhance an adequate utilisation of the transiting
facilities, as well as strengthening communication with the
customs to maintain the advantage of the transiting business
for being a relatively monopolistic business.

The current total site area of South China Logistics is
approximately 530,000 square metres and the area of completed
logistic centres is approximately 112,000 square metres.
According to the original designated plot ratio of 0.26,
approximately 81% of the gross area available has been
completed. South China Logistics is now applying to double
the plot ratio to 0.52 and the approval procedures are expected
to be completed in mid-2008. Meanwhile, South China Logistics
is currently applying for the approval of the second phase’s
land use planning, with a view to increasing the land area by
approximately 87,000 square metres. Approval for the planning
is expected to be granted in 2009 and the site area of South
China Logistics will increase to 620,000 square metres as a
result, and the logistic centre area available will be increased
to 300,000 square metres.
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Shenzhen Western Logistics

During the Year, Shenzhen Western Logistics recorded a turnover
of HK$27.38 million (2006: HK$23.35 million), and profit before
finance costs and tax amounted to HK$15 million (2006:
HK$13.90 million), which was mainly derived from rental income
of the empty-container depot business.

The Group has completed the acquisition of 40% equity interest
in Shenzhen Western Logistics in May 2007 and Shenzhen
Western Logistics has become a 60%-owned subsidiary of
the Group. Shenzhen Western Logistics is engaged in the
development, construction, operation and management of the
Western Logistic Park in Shenzhen. The Western Logistic Park
is one of the seven logistic parks in Shenzhen and situated in
the Qianhaiwan Logistics Park and is behind the Shenzhen
Western Port area and close to Dachan Bay Terminal, of which
the first phase was completed and commenced operation in
December 2007. The Western Logistic Park is strategically
located right next to the first exit of the Hong Kong-Shenzhen
Western Corridor with Nanping Expressway and an associated
expressway network leading towards the hinterland running
through the district, thereby being served by convenient
transportation networks. Shenzhen Western Logistics will make
use of its geographical advantages and market environment,
providing support to the Shenzhen Western Port area in the
aspect of warehouse storage.

During the Year, Shenzhen Western Logistics was operating
and managing the leasing business of existing empty-container
depots, as well as actively conducting business promotion
efforts for the new logistic centre and drafting operation proposals
to attract new customers.
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Shenzhen Western Logistics completed the acquisition of land
with an area of 380,000 square metres in the Western Logistic
Park in October 20086. It has been actively engaged in the
planning and construction works of the logistic park. The first
phase is to build a 2-storey logistic centre with a gross floor
area of approximately 37,000 square metres, the construction
work of which was completed by the end of 2007 and operation
was commenced in March 2008. The function of the logistic
centre is to act as a customs bonded logistic centre which
provides services such as leasing, customs declaration and
loading/unloading. The commencement of the new logistic
centre is expected to bring greater business opportunities
and considerable revenue for Shenzhen Western Logistics.
In the next three years, Shenzhen Western Logistics is expected
to increase its logistic centre area of up to 280,000 square
metres.

Shenzhen is a key passage linking Hong Kong and the PRC.
As the “Shenzhen-Hong Kong Western Corridor”, the fourth
cross-border corridor between Shenzhen and Hong Kong, is
officially opened to traffic, the Western Corridor’s function of
being the main logistic haul between Shenzhen and Hong
Kong will become more and more important. The development
of the Shenzhen Western Port area and the opening of the
Western Corridor will provide abundant business opportunities
and room for market development to Shenzhen Western Logistics.
Meanwhile, the advantageous geographical location of Shenzhen
Western Logistics will become more apparent, providing
favourable conditions for the development of various forms
of logistic businesses. By the end of 2007, the container
throughput of the Shenzhen Western Port area continued its
rapid growth and the yearly throughput amounted to 11.08
million TEUs, representing 52% of Shenzhen’s total throughput
and an increase of 15%. This has provided market opportunities
for the operation of Shenzhen Western Logistics’ new logistic
centre and the container monitoring depot business currently
under planning.

Looking forward to the coming year, Shenzhen Western Logistics
will continue various construction works, and will be actively
engaged in the expansion of its customer base and pre-operation
arrangements for the new logistic centre, as well as adjusting
the marketing and sales strategies so as to capitalise on the
market opportunities.
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Shenzhen Airport International Express Supervision
Center Co., Ltd. (“SZ Airport Express Center”)

SZ Airport Express Center is a jointly-controlled entity invested
by the Group and Shenzhen Airport Co., Ltd. with each party
holding 50% equity interest. SZ Airport Express Center is a
major project of the Airport Logistic Park which is one of the
seven logistic parks in Shenzhen. It is engaged in the operation
and management of International Express Supervision Centre
in Shenzhen Airport, providing customs coordination services,
equipment, facilities and related services, on-site inspection
supplementary services, warehouse services and information
services to customs authorities, entry-exit inspection and
quarantine authorities and express cargo enterprises.

During the Year, turnover of SZ Airport Express Center amounted
to HK$44.66 million (2006: HK$53.32 million), representing
a decrease of 16% over the corresponding period of the previous
year. Profit attributable to shareholders amounted to HK$15.90
million (2006: HK$21.30 million).

During the Year, SZ Airport Express Center faced certain pressure
on its operating revenue and express cargo processing volume
due to the new monitoring measures for express cargo imports
and exports and cargo inspection procedures implemented
by Shenzhen Customs. SZ Airport Express Center endeavoured
to coordinate and liaise with functional departments of all levels
of the ports and airport customs authorities, striving to improve
the customs clearance environment. Meanwhile, it also
strengthened its operation management to reduce operating
costs and to ensure enhancement in service quality.

In the coming year, SZ Airport Express Center will continue
to strengthen coordination with various organisations and speed
up the operation process and service efficiency of air express
cargoes, as well as reducing its operating costs to achieve
better economic efficiency.
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Nanjing Chemical Industrial Park Logistic Centre

During the Year, the Group invested RMB88 million to build a
logistic centre at the Nanjing Chemical Industrial Park (“Nanjing
Chemical Industrial Park Logistic Centre”). The centre has a
site area of approximately 95,000 square metres, upon which
chemical product warehouses and dangerous goods warehouses
will be built to provide logistic consultation, solution planning
and integrated logistic services to large chemical enterprises
in the park and the nearby regions.

Nanjing Chemical Industrial Park Logistic Centre is located
at the Nanjing Chemical Industrial Park, which is a national-
class petrochemical base. The park is built along the deep-
water riverbed of Yangtze River and is located 30 kilometres
from downtown Nanjing. The planned area for development
of the park is 45 square kilometres, and is separated into
two major sections of Changlu and Yudai. The Changlu section
now hosts more than 100 chemical enterprises of various types,
covering aspects such as petrochemicals, polymer materials,
pharmaceutical chemicals, fine chemicals and forestry product
chemicals. The Yudai section is planned to host several large-
scale petrochemical joint-venture projects to form a chemical
logistic base, supported by Xiba Port and Tongjiangji Ancillary
Port to be built along the river’s deep-water riverbed.

After a year of effort, Nanjing Chemical Industrial Park Logistic
Centre reported impressive progress in both construction works
and business development. The construction of the first phase
was completed as scheduled in September 2007 and has
been gradually entering
operation, with various types
of warehouses occupying an
area of 21,000 square metres
in total. Cooperation
agreements have been
signed successively with
several domestic and foreign
enterprises on the usage of
the completed warehouses, and business promotion efforts
for the warehouse were basically completed. In addition, there
are active negotiations underway with chemical enterprises
inside and outside the park area regarding cooperation to
develop dangerous goods storage business.
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In 2008, Nanjing Chemical Industrial Park Logistic Centre will
continue with the construction of its second phase which includes
a dangerous goods warehouse and a container depot. The
total gross area upon completion is expected to be approximately
38,000 square metres. Meanwhile, the centre will, whilst focusing
on serving sizable customers, aim to develop a platform for
Nanjing’s chemical logistic market. The Nanjing Chemical
Industrial Park as a breakthrough point, the Group will roll
out the development strategy of its chemical logistic business
in Yangtze River Delta, continuously strengthening its market
development efforts so as to capture additional market share.

TOLL ROAD BUSINESS

During the Year, the toll road business of the Group reported
a turnover of approximately HK$452 million (2006: HK$212
million) and profit before finance costs and tax of amounted
to HK$441 million (2006: HK$284 million), representing increases
of 1.1 times and 55% respectively over the previous year.
The major reason for such increases was the Group’s completion
of the Longda Expressway acquisition during the Year with
the latter’s full-year turnover and profit consolidated under
the applicable accounting standards, thereby leading to
substantial increases in traffic volume and toll revenue over
the previous year for the overall toll road business. Currently,
the mileage of toll roads in operation held by the Group is
132 kilometres. Upon completion of the acquisition of the
18.868% equity interest in Shenzhen Expressway and completion
of Shenzhen Expressway’s construction of its new toll road
projects, the operating mileage of toll highways held by the
Group will double to 266 kilometres by the end of 2008.

Wuhuang Expressway

During the Year, the revenue and profit before finance costs
and tax of Wuhuang Expressway were HK$393 million (2006:
HK$316 million) and HK$188 million (2006: HK$133 million)
respectively, representing increases of 24% and 41% respectively
over the previous year. The Group’s share of turnover and
profit were HK$177 million and HK$84 million respectively.
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Benefiting from the continued economic growth of the country
and Hubei Province, the enhancement of Hubei Province’s
expressway network and changes in toll collection policy,
Wuhuang Expressway reported satisfactory growth in both
toll revenue and traffic volume for the Year. The total toll revenue
and total traffic volume of Wuhuang Expressway for the whole
year increased by 24% and 18% respectively over the previous
year, while the average daily toll revenue and average daily
traffic volume increased by 24% and 18% respectively over
the previous year, and Wuhuang Expressway continued to
provide strong profit and cashflow contributions to the Group.

In 2007, the respective GDP’s of Hubei Province and Wuhan
Municipality reached RMB915 billion and RMB310 billion, with
the GDP of Hubei Province increasing 14.5% over the previous
year, setting a 11-year high. The GDP of Wuhan Municipality
accounted for approximately 34% of Hubei Province’s total,
and topped all cities of the five mid-China provinces. As at
the end of 2007, car ownership of Wuhan Municipality reached
730,000 vehicles, representing an increase of more than 12%
over the previous year. The continued rise in car ownership
lent momentum to Wuhuang Expressway’s growth in traffic
volume and toll revenue.

In December 2007, three roads and a bridge around Wuhan
were opened to traffic and were incorporated into the provincial
expressway network of Hubei Province. Together with the
south ring section and north ring section of Wuhan Municipality’s
Three Ring Lines aggregating close to 20 kilometres in length
which were opened to traffic in February 2007, the expressway
network of Hubei Province was further enhanced, indirectly
leading to increased traffic volume for Wuhuang Expressway.
In particular, the opening of Yangluo Yangtze River Bridge
has closely linked Wuhan Municipality Outer Ring with Wuhuang
Expressway, thereby directly contributing to traffic volume
growth for Wuhuang Expressway.
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Huangshi City

Since August 2007, Hubei Province has adopted a bridge
traffic restriction on large trucks of 55 tonnes or above. The
measure solved the past problem of overloading for large trucks,
as well as directly increasing the number of trips for trucks,
thereby bringing substantial growth for Wuhuang Expressway’s
traffic volume and toll revenue. However, since November
2007, Hubei Province has also adopted new tolling standards
regarding expressway toll fares for vehicles with the odd amounts
in toll fares been adjusted. Such adjustments are expected
to have a slight impact on Wuhuang Expressway'’s toll revenue.

Looking forward towards 2008, the Group will continue to
study and analyse the operations and resulting impacts of
roads and bridges related to Wuhuang Expressway. In the
meantime, Eastern Hubei Yangtze River Bridge No.2 (S8R &
JI—1&) is now under construction. Upon completion it will
alleviate the congestion at Huangshi Tolling Station and will
enhance the traffic capacity of Wuhuang Expressway. In addition,
on the promising premise of accelerated economic development
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in Hubei Province, Wuhuang Expressway is expected to enjoy
an elevated stage of growth in traffic volume and toll revenue.
Meanwhile, other expressways in Wuhan Municipality will be
gradually completed and opened
to traffic. Most roads and bridges
that will soon be completed will
drive up the traffic volume of
Wuhuang Expressway to a certain
extent, thereby bringing more
revenue to the Group.

Longda Expressway

During the Year, Longda Expressway recorded a turnover of
HK$275 million (2006: HK$69.29 million), representing an increase
of 2.9 times over the previous year. The Group’s share of profit
before finance costs and tax amounted to HK$142 million (2006:
HK$50.14 million) .

On 16 October 2007, the Group entered into an acquisition
agreement with Shenzhen SASAC to acquire the 100% equity
interest in Baotong Company at a consideration of approximately
RMB1,670 million (approximately HK$1,727 million). The sole
major asset of Baotong Company is an 89.93% shareholding
in Longda Company, which is principally engaged in the operation
and management of Longda Expressway located in Shenzhen.
As the acquisition was completed by the end of 2007, Longda
Expressway’s full-year profit and loss and its assets and liabilities
were consolidated into the Group's financial statements according
to the applicable accounting standards.
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Longda Expressway (Longhua, Shenzhen - Dalingshan,
Dongguan) is an asphalt-paved, dual six-lane expressway
measuring 28.2 kilometres. Longda Expressway is divided
into Shenzhen and Dongguan sections, and opened to traffic
in October 2005. It originates from Longhua, Shenzhen and
links up with Bulong Class | Highway and the Fulong Freeway.
It also intersects with Jihe Expressway, passing through Shiyan
(/% ), Guangming ( Y8 ),Gongming (283 ), Songgang (2
f# ) and ending at Dalingshan, Dongguan. It connects with
Chenghu Expressway ( ®E=# ) (Chengping — Humen) in
Dongguan. Longda Expressway is one of the major exit routes
from Shenzhen to Dongguan and the Pearl River Delta. It is
another distributor road running from south to north between
Shenzhen and Dongguan after the Guangzhou-Shenzhen
Expressway and the Dongguan-Shenzhen Expressway, and
is being labelled as the “Second Guang-Shen Highway”.
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Toll Revenue and Traffic Volume of Longda Expressway
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In light of the booming economic development of the neighbouring
areas, passenger traffic and goods traffic have become busier.
This has facilitated the continued growth in traffic demand
and a substantial increase in the number of cars. Since the
Dongguan Section of Longda Expressway opened to traffic
in January 2007, there has been a substantial traffic volume
travelling to Dongguan,
Guangzhou and other
locations through Longda
Expressway. This
highlighted the significant
diversion effect of Longda
Expressway in the road
network, and the section’s
traffic volume has
increased substantially.
During the Year, Longda
Expressway recorded
substantial growth in both
toll revenue and traffic
volume, with the full-year average daily toll revenue and average
daily traffic volume having increased by almost 3 times and
2.7 times respectively over the previous year.
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In December 2007, Fulong Freeway in Shenzhen was completed
and opened to traffic. Its opening resulted in the connection
of Longda Expressway to Changhu Expressway at its end
and to Futian downtown in Shenzhen Municipality at its start.
Accordingly, the route advantage of Longda Expressway is
further highlighted and this will have a significant facilitating
impact on attracting traffic volume and increasing toll revenue.
In January 2008, the average daily toll revenue of Longda
Expressway has already surpassed HK$1 million while the
average daily traffic volume was 51,100 vehicles, both
representing increases of 33% over the averages in previous
year.

Looking forward to 2008, with the gradual implementation of
traffic planning and the continued enhancement of road network
in Shenzhen Municipality, and the booming economic
development in nearby regions will facilitate the continued
growth in traffic demand and a substantial increase in the
number of cars. Besides, following the completion and opening
of Fulong Freeway in Shenzhen and the completion of the
expansion project of Luotian Tolling Station at the Dongguan
Section of Longda Expressway at the end of March 2008,
the expressway’s traffic capacity will be further expanded and
traffic congestion will be greatly alleviated, thereby allowing
even smoother traffic on Longda Expressway. This is expected
to bring considerable growth to its traffic volume and toll revenue.
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Shenzhen Expressway

During the Year, Shenzhen Expressway
recorded a turnover of RMB1,103 million
(2006: RMB769 million), representing
an increase of 43% over the previous
year. Profit attributable to shareholders
amounted to RMB674 million (2006:
RMB579 million), an increase of 16%
over the previous year, and the profit
attributable to the Group amounted to
HK$215 million (2006: HK$174 million).
During the Year, benefiting from the
continued boom of China’s economy
and the formation and enhancement
of the highway network, traffic volumes
and revenues of all major toll highways
of Shenzhen Expressway continued to
maintain steady growth. However, with
both operating costs and finance costs having increased as
compared to the previous year and that provisions had to be
made for deferred tax under the new tax rate, the profit growth
of Shenzhen Expressway was slightly lower than the growth
in turnover.

During the Year, the average daily mixed traffic volume and
average daily toll revenue of the toll highways operated and
invested in by Shenzhen Expressway in Shenzhen increased
by 22% and 21.8% respectively over the previous year. Besides
the strong regional economic growth which lends support to
the overall operating performance, other factors such as
Shenzhen’s road network changes in the past two years,
maintenance and repairs of neighbouring roads and the
implementation of the urban traffic arrangement scheme, which
restricted large trucks from travelling on certain main roads
in the urban areas of Shenzhen, have affected the operations
of the roads in the Shenzhen region.
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As Longda Expressway, Changhu Expressway, Shuiguan
Extension, Yanpai Expressway, Nanping (Phase I) and the
Shenzhen-Hong Kong Western Corridor have been successively
completed and opened to traffic in recent years, an express
trunk network is gradually taking shape in Shenzhen and its
peripheral areas and it has helped increase traffic volumes
on the relevant highways of Shenzhen Expressway, effectively
boosting its toll revenue growth. During the fourth quarter of
2007, Guangshen Expressway (Guangzhou-Shenzhen) and
Guanshen Expressway (Dongguan—-Shenzhen) underwent road
repairs and negatively affected the operating performances
of Jihe Expressway and Meiguan Expressway to a certain
extent.

It is expected that in 2008,
Shenzhen Expressway’s toll
highway construction or re-
construction projects, which
include Nanguang Expressway’s
connecting section between its
southern end and the municipal
roads in Shenzhen, Yanba C and
the reconstruction of Qinglian Class
1 Highway into an expressway,
will be successively completed and
commencing operation, thereby
facilitating revenue growth for Shenzhen Expressway.

Meanwhile, Shenzhen Expressway has been awarded the
development rights for Shenzhen Outer Ring Expressway.
Currently, the surveying and design work and other preliminary
work are underway, and the project’s investment mode and
development plan will be determined. The project will help to
reinforce and expand the Shenzhen Expressway’s share of
the toll highway sector in Shenzhen whilst building up project
resources for the Company’s long-term steady development.

On 16 October 2007, the Group acquired 100% of the registered
capital of SGH Company at a consideration of RMB2,661
million. The only major asset of SGH Company is its holding
of 411 million shares (18.868%) in Shenzhen Expressway.
Upon completion of the acquisition, the Group’s shareholding
in Shenzhen Expressway will increase from 31.153% to 50.021%
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which will change from an associated company to a subsidiary
of the Group. The acquisition will enable the Group to execute
its development strategy more efficiently, meanwhile, the solid
profit income and cashflow will enable the Group to expand
its core business.

As at 31 December 2007, the total mileage of high quality toll
expressways based on the shareholding percentage of Shenzhen
Expressway is as follows:

EE 19.6

| BER: 174618
Total mileage: 174.6km

under construction

giE
in operation

BB 24378
Total mileage: 243km
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LOGISTIC SERVICE BUSINESS

The Group’s logistic service business mainly includes the provision
of third party logistic and logistic information services to
customers.

During the Year, the Group’s logistic service business recorded
a turnover of approximately HK$232 million (2006: HK$214
million) and profit before finance costs and tax of approximately
HK$2 million (2006: HK$3 million), representing an increase
of 8% and a decrease of 33% respectively over the previous
year. The major reason for such results was that intense market
competition in the businesses of third party logistic and
transportation ancillary services, together with the pressure
from rising operating costs, led to a decline in the overall profit
margin.

During the Year, on the premise of stabilising and developing
the existing logistic business, the Group actively re-adjusted
the prices for customers according to the actual market
conditions. Meanwhile, it made efforts to seek quality logistic
resources and good business operation partners, with a view
to expanding into businesses with potential and greater room
for development.
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Shenzhen EDI, of which 78% is held by the Group, is an entity
authorised by the Shenzhen Municipal Government, Shenzhen
Customs, the Shenzhen Entry-Exit Inspection and Quarantine
Bureau and the Shenzhen Maritime Safety Administration to
provide electronic information exchange, transmission and
value-added information sharing services. It provides useful
integrated application services of information sharing network
to various government departments, logistic companies,
manufacturers and trading companies. With stable resources
of technology and customers, Shenzhen EDI will gradually
become market-oriented in respect of its operations and will
focus on the development of projects with potential and
competitiveness. During the Year, Shenzhen EDI actively
developed the project of shipping business network, of which
the overall framework and development of the functions of
the system had been basically completed, its comprehensive
marketing work was proceeding in full-scale. As at the end of
2007, the shipping business network has completed the platform
registration for over 80 users. Meanwhile, the functions of
the shipping business network system has been gradually
improved and enhanced, achieving the convenience and
practicality of an applied service system, thereby capturing
additional market share. In 2008, the shipping business network
project will continue with its business development and will
strengthen the marketing and promotion work, in order to
attract a more diversified pool of customers.

INVESTMENT HOLDING

During the Year, Shenzhen Airlines Co., Ltd. (“Shenzhen Airlines”),
in which the Group invested in, recorded a turnover and net
profit of RMB8,761 million (2006: RMB6,291 million) and RMB552
million (2006: RMB405 million) respectively, representing
increases of 39% and 36% respectively over the previous year.

During the Year, the Group received HK$35 million of 2006
cash dividend (2006: nil) from Shenzhen Airlines. As at 31
December 2007, total assets of Shenzhen Airlines amounted
to approximately RMB14,549 million (2006: RMB12,067 million)
representing an increase of 21% over the previous year.
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OUTLOOK OF THE LOGISTIC INDUSTRY OF THE
SHENZHEN MUNICIPALITY AND CHINA

In 2007, the Shenzhen Municipality recorded a GDP of
RMB673,800 million, representing a year-on-year increase
of 14.5%. The total cost of logistic in the Shenzhen Municipality
amounted to RMB101,700 million, representing approximately
15% of Shenzhen’s GDP. The percentage was approximately
3% below the PRC average, and was comparable to the level
of developed countries. With the accelerated development
of key logistic projects, the transformation from traditional
logistic to modern logistic has been accelerated substantially.
This helps to facilitate the improvement of the quality of Shenzhen
Municipality’s economic development.

The container throughput at the Shenzhen Port climbed to
another historic high in 2007, with a yearly container throughput
of approximately 21.10 million TEUs, representing a 14% growth
over the previous year and remained as the fourth in the world.
As at the end of 2007, 197 scheduled routes of international
container liners are operated in the Shenzhen Port, representing
an increase of 29 routes over the previous year. The routes
for container liners cover major ports in the world’s 12 largest
navigation zones with the Shenzhen Port as the hub, thereby
further optimising the route pattern. As a result, the Shenzhen
Port has been able to establish its position of being both the
principal hub in the domestic integrated transportation sector
and the container hub in southern China.

In 2007, modern logistic in the PRC maintained its rapid
development and the total logistic cost is expected to be RMB73.9
trillion, representing a 23.8% increase year-on-year. The logistic
economy of the PRC demonstrates a trend of rapid development,
with a growth rate significantly higher than the GDP growth
rate for the same period. Meanwhile, the characteristics of
professionalisation of the logistic industry are becoming more
apparent, which will enable the more professional logistic
enterprises to gradually capture more room and opportunities
for development.
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DEVELOPMENT FOCUS AND OUTLOOK OF THE
GROUP

Judging to the demand trend on the development of the logistic
industry and judging the directions of the PRC government’s
policies, and based on the Group’s favourable conditions in
terms of its competitive advantages in capital, infrastructure
industry experience and human resources, the Group plans
to further increase its investments in the core businesses.
The Pearl River Delta, the Yangtze River Delta and the Pan-
Bohai Rim will be the key development regions of the Group,
and the Group will accelerate mergers and acquisitions of
logistic infrastructure projects and resources. Supported by
professionally run logistic parks, the Group will achieve business
enhancement and extend development through various measures
and methods such as the development of information systems
and networks, thereby facilitating the development of value-
added modern logistic services.

In 2008 and thereafter, the Group will endeavour to further
adjust and optimise its asset structure and profit structure. It
will gradually dispose of its assets in non-core businesses to
further concentrate its resources in the logistic infrastructure
and related businesses, so as to ensure the realisation of the
Group’s strategic development objective.

In 2008, apart from continuing to implement the review and
approval procedures for confirmed acquisition projects and
the relevant business integration, the Group will focus on
strengthening internal management and enhancing operation
efficiency to clarify the strategic positioning and division of
labour of the Group and its subsidiaries, in order to enhance
management efficiency.

Meanwhile, the Group will also seek opportunities to actively
push for mergers and acquisitions of quality logistic infrastructure
resources and toll road projects, with reference to the Group’s
development strategy. Accordingly, the Group will expand its
room for development, striving to maximise investment returns
and cultivating new sources of profit growth.
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HUMAN RESOURCE

The management of the Company considers human resource
as an invaluable asset and a key factor to the profitability of
the Group, and recruiting talents, rewarding staff with outstanding
performance and providing professional training are all essential
to the success of the Company. In order to attract talents
and retain competent staff and to be impartial, employees’
remuneration packages are determined according to their
qualification, competency and performance, and also by reference
to market terms. The remuneration packages of staff include
salary payments, medical subsidies, hospitalisation scheme
and mandatory provident fund retirement benefit scheme. In
order to encourage and reward staff, the Group operates an
annual appraisal system to review the salary of employees
and assess their performance during the Year, upon which
the basis of payment of year-end bonus will be determined.
In addition, eligible employees contributed to the results and
business development of the Group may be granted options
to acquire shares in the Company pursuant to the share option
scheme of the Company. The Group also provides professional
trainings to employees to encourage them to continue studies
and equip themselves.

As at 31 December 2007, the Group had 641 employees in
total, comprising 25 employees in Hong Kong, with the majority
of them being management and finance personnel. There were
616 employees in the PRC, with the majority of them engaged
in the management and operation of the logistic business.
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Biographies of Directors and Senior
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EXECUTIVE DIRECTORS

Mr. Guo Yuan, aged 54, was appointed in August 2006 as
the Chairman of the Company. Mr. Guo is responsible for
devising the Group’s overall development strategy and important
systems, as well as supervising the implementation of resolutions
of the general meetings and the board. Mr. Guo holds a bachelor’s
degree in law from Zhengzhou University and served as an
associate professor and a deputy head of the Law Faculty of
Zhengzhou University. Mr. Guo had sucessively worked as
legal consultant and deputy division head of Shenzhen Investment
Holding Corporation, the department head, assistant to the
director and deputy director of Shenzhen State-owned Assets
Administration Office, chairman of Shenzhen Accord
Pharmaceutical Co., Ltd., deputy director of Shenzhen Municipal
State-owned Assets Supervision and Administration Commission
and a director of Shenzhen Energy Corporation Limited. Mr.
Guo is currently a director of Ultrarich International Limited
and Shenzhen Yantian Port Group Co., Ltd. Mr. Guo has over
20 years of extensive experience in corporate management,
capital operations and the legal profession.

Mr. Li Jing Qi, aged 51, was appointed in March 2000 as
the Executive Director and Vice President of the Company,
and was appointed in August 2006 as Chief Executive Officer
of the Company. He is also a member of the Remuneration
Committee and the Nomination Committee of the Company.
Mr. Li is responsible for the overall daily operations of the
Group and the implementation of the Group’s development
strategies and the resolutions of the general meetings and
the board. Mr. Liis a graduate of Shanghai International Studies
University with a Bachelor of Arts degree. He had successively
worked at the Anhui Branch of Bank of China, Bank of China
Hongkong-Macau Regional Office, Shenzhen Branch of Bank
of China and as an executive director of Shenzhen High-Tech
Holdings Limited. Mr. Li is currently a director of CSG Holding
Co., Ltd., Shenzhen Expressway Company Limited and Ultrarich
International Limited. He has over 20 years of experience in
international banking and corporate management.
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Mr. Liu Jun, aged 44, joined the Group as a Vice President
in April 2000 and was appointed in May 2004 as an Executive
Director of the Company. Mr. Liu is responsible for assisting
the Chief Executive Officer on the operation and management
of the Group. Mr. Liu graduated from Nanjing University of
Science and Technology with a bachelor’s degree in computer
software and a master’s degree in management system
engineering. Mr. Liu was a director of CSG Holding Co., Ltd.
and is currently a director of Shenzhen Expressway Company
Limited, Shenzhen Airlines Co., Ltd. and Ultrarich International
Limited. He has over 20 years of experience in corporate
development, financial management and foreign enterprise
investment and management.

Mr. Yang Hai, aged 47, was appointed in August 2007 as an
Executive Director of the Company. Mr. Yang obtained a
bachelor’s degree from the Department of Roads and Bridges
of Chongging Architecture University and is a senior engineer.
As nominated by the Company in April 2005, Mr. Yang is
currently the chairman of Shenzhen Expressway Company
Limited. He had been the section head, department head and
assistant to the head of the Second Road Engineering Bureau
of Ministry of Communications in China. Mr. Yang had been
a Vice President of the Company from June 2004 to July 2006
and the deputy general manager of Shenzhen Expressway
Company Limited from August 1997 to March 2000. Mr. Yang
is currently the chairman of the supervisory committee of CSG
Holding Co., Ltd. Mr. Yang has extensive experience in the
construction management of road engineering and corporate
management.

NON-EXECUTIVE DIRECTORS

Mr. To Chi Keung, Simon, aged 56, was appointed in June
2000 as a Non-Executive Director of the Company. Mr. To
holds a First Class honours degree in Mechanical Engineering
from the Imperial College of Science and Technology (London
University) and a Master’s degree in Business Administration
from Stanford University’s Graduate School of Business. Mr.
To is currently the managing director of Hutchison Whampoa
(China) Limited and the chairman of Hutchison China MediTech
Limited (whose shares are listed on the Alternative Investment
Market operated by London Stock Exchange plc). He joined
Hutchison Whampoa (China) Limited in 1980 as the divisional
manager of industrial project division and was appointed as
managing director in the following year. Mr. To has over 33
years of management experience.
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Mr. Zhang Hua Qiao, aged 44, was appointed in April 2006
as a Non-Executive Director of the Company. Mr. Zhang is
currently an executive director and the chief operation officer
of Shenzhen Investment Limited. Mr. Zhang holds a master
degree in economics from each of Australian National University
and Graduate School of The People’s Bank of China. Prior to
joining Shenzhen Investment Limited in 2006, Mr. Zhang was
a managing director and co-head of the China research team
of UBS Securities Asia Limited in which Mr. Zhang had served
for seven years. He had also served as senior positions of
corporate finance and securities research divisions in a number
of international investment banks. Mr. Zhang has extensive
experience in the capital market of Hong Kong and the PRC.

Mr. Wang Hang Jun, aged 41, was appointed in August 2007
as a Non-Executive Director of the Company. Mr. Wang obtained
a master degree from the Department of Accounting of Zhongnan
University of Finance and Economics. Mr. Wang has been
the vice general manager of Shenzhen Properties & Resources
Development (Group) Ltd. since October 2007. Mr. Wang had
been an assistant to the head of Shenzhen Nanshan Xinheng
CICPA from October 1993 to June 1995, and the deputy section
chief of Audit Bureau of Nanshan District, Shenzhen from
December 1995 to December 1997. He had also been the
deputy head and head of audit department, the deputy head
and head of supervision department of Shenzhen Investment
Holding Corporation, the controlling shareholder of the Company,
from December 1997 to October 2004. In addition, Mr. Wang
had been the head of auditing and supervision department
of Shenzhen Investment Holdings Company Limited which is
wholly-owned by Shenzhen Municipal State-owned Assets
Supervision and Administration Commission from October 2004
to October 2007. Mr. Wang has all along been working in the
audit profession for many years and has extensive experience
in financial management and auditing.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Leung Ming Yuen, Simon, aged 59, was appointed in
March 2000 as an Independent Non-Executive Director of
the Company. He is also the Chairman of the Audit Committee
and a member of the Remuneration Committee as well as
the Nomination Committee of the Company. Mr. Leung is an
associate member of The Chartered Institute of Bankers and
has over 30 years of experience in the banking sector including
working as the head of Credit Risk Management of Greater
China at Deutsche Bank AG.
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Mr. Ding Xun, aged 48, was appointed in October 2001 as
an Independent Non-Executive Director of the Company. He
is also the Chairman of the Remuneration Committee and
Nomination Committee, and a member of the Audit Committee
of the Company. He is currently the managing director of Concord
Investment Holdings Limited. Mr. Ding graduated from Maritime
Transportation University of Shanghai. He worked in the Ministry
of Communications of the PRC and Guangdong Enterprises
(Holdings) Limited. He was also a director of Guangdong
Investment Limited and the vice-chairman of Guangdong Brewery
Holdings Limited. Mr. Ding has extensive experience in corporate
development and management.

Mr. Nip Yun Wing, aged 54, was appointed in August 2004
as an Independent Non-Executive Director of the Company.
He is also a member of the Audit Committee of the Company.
Mr. Nip is currently the general manager of finance and treasury
department of China Overseas Holdings Limited. He is a fellow
of both the Hong Kong Institute of Certified Public Accountants
and the Association of Chartered Certified Accountants. Mr.
Nip is a MBA graduate of The Chinese University of Hong
Kong. He has extensive experience in corporate finance,
investment and management and had served as an executive
director for several listed companies in Hong Kong.

SENIOR MANAGEMENT

Mr. Zhong Shan Qun, aged 43, was appointed as a Vice
President of the Company in June 2007. Mr. Zhong graduated
from Changsha Communications University with a bachelor’s
degree in highway engineering and a bachelor’s degree in
communications and transportation management. He also
obtained a master’s degree in management science and
engineering from Hunan University. Mr. Zhong joined Xin Tong
Chan Development (Shenzhen) Company Limited (formerly
Shenzhen Freeway Development Company Limited and became
a subsidiary of the Group in October 2001) in January 1994
and was appointed as chairman and general manager in 2005.
Mr. Zhong was a Vice President of the Company from June
2004 to July 2006, and was successively a director and chairman
of the supervisory committee of Shenzhen Expressway Company
Limited from January 1997 to September 2007. Mr. Zhong is
currently the chairman of Shenzhen South-China International
Logistics Co., Ltd. Mr. Zhong has extensive experience in
construction project management, logistic management and
corporate management.
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Biographies of Directors and Senior

EELkaREEL

Mr. Zhao Jun Rong, aged 43, joined the Group as Legal
Consultant, Assistant to the Chief Executive Officer and Manager
of the Strategic Development Department in October 2001
and was appointed as a Vice President of the Company in
June 2007. He is also the Company’s Chief Legal Consultant
and Manager of the Strategic Planning and Capital Operation
Department. Mr. Zhao graduated from Xiamen University with
amaster’s degree in international economic law and is a practicing
lawyer. Mr. Zhao worked successively at China Ping An Insurance
Co. and Shenzhen Investment Holding Corporation. Mr. Zhao
has extensive experience in corporate management and the
legal profession.

Mr. Tse Yat Hong, aged 38, joined the Group as Chief Financial
Officer in June 2000. Mr. Tse is responsible for the Group’s
financial management and planning, investors’ relations, as
well as coordinating the Group’s major transactions and corporate
governance matters. Mr. Tse graduated from Monash University
in Australia with a bachelor’s degree in accounting and computer
science. He is currently Fellow of the Hong Kong Institute of
Certified Public Accountants and a certified public accountant
of CPA Australia. Mr. Tse was the Company Secretary of the
Company from August 2000 to March 2008 and was the joint
company secretary of Shenzhen Expressway Company Limited
from September 2004 to September 2007. Prior to joining
the Company, Mr. Tse worked in the audit profession in one
of the international accounting firms for years. Mr. Tse has
extensive experience in accounting, finance and corporate
governance matters of listed companies and has broad
knowledge in accounting and financial rules and regulations
in Hong Kong and China.
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The directors herein present their report and the audited financial
statements of the Company and the Group for the year ended
31 December 2007.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the investment, construction
and operation of logistic infrastructure facilities as well as the
provision of relevant logistic services which include third party
logistic services and logistic information services. Particulars
of the principal activities of the Company’s principal subsidiaries,
associates and jointly controlled entities are set out in note
47 to the financial statements.

SEGMENT INFORMATION

An analysis of the Group’s turnover and contribution to the
results by principal activities and geographical area of operations
for the year ended 31 December 2007 is set out in note 6 to
the financial statements.

RESULTS OF THE GROUP

The Group’s results for the year ended 31 December 2007
and the state of affairs of the Company and the Group as at
that date are set out in the financial statements on pages 89
to 223.

DIVIDENDS

The board of directors recommended the payment of a final
cash dividend of HK1.0 cent per share (2006: HKO0.6 cent
per share) and a special cash dividend of HK 3.5 cents (2006:
Nil) for the year ended 31 December 2007. Total payment of
dividend was HK 4.5 cents per share, totalling approximately
HK$640 million (2006: HK$72.53 million) in cash.
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SUMMARY FINANCIAL INFORMATION

A summary of the published results and of the assets and
liabilities of the Group for the last five financial years, as extracted
from the audited financial statements and reclassified as
appropriate, is set out on pages 6 to 8 of this Annual Report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Group during the Year are set out in note 7 to the
financial statements.

INVESTMENT PROPERTIES

Details of the movements in the investment properties of the
Group during the Year are set out in note 8 to the financial
statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the share capital and share options
of the Company during the Year, together with the reasons
therefor, are set out in note 23 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-Laws or the Companies Act of Bermuda which
would oblige the Company to offer new shares on a pro rata
basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the Year.

RESERVES

Details of the movements in the reserves of the Company
and the Group during the Year are set out in note 24 to the
financial statements.
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DISTRIBUTABLE RESERVES

As at 31 December 2007, the Company’s distributable reserves
available for distribution to shareholders, comprising contributed
surplus, retained earnings and other distributable reserves,
amounted to approximately HK$3,064,854,000 (2006:
HK$375,262,000). The share premium of the Company may
be distributed in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

Both the turnover attributable to the largest five customers
combined and the purchases attributable to the largest five
suppliers combined of the Group accounted for less than 30%
of the Group’s total turnover and purchases respectively for
the year.

DIRECTORS

The directors of the Company during the Year and up to the
date of this report were:

Executive directors

Mr. Guo Yuan (Chairman)

Mr. Li Jing Qi

Mr. Liu Jun

Mr. Yang Hai (appointed on 8 August 2007)

Non-executive directors

Mr. To Chi Keung, Simon

Mr. Zhang Hua Qiao

Mr. Wang Hang Jun (appointed on 8 August 2007)

Independent non-executive directors
Mr. Leung Ming Yuen, Simon

Mr. Ding Xun

Mr. Nip Yun Wing
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Reportof‘

In accordance with the Company’s Bye-Law 100 (supplemented
by Bye-Law 189(v)), Messrs. Yang Hai and Wang Hang Jun
will retire at the forthcoming annual general meeting. Mr. Yang
Hai, being eligible, will offer himself for re-election as a Director
at the annual general meeting. Mr. Wang Hang Jun has indicated
to the Company that he will not offer himself for re-election
as a Director at the annual general meeting.

In accordance with the Company’s Bye-Law 109(A), Messrs.
Li Jing Qi, To Chi Keung, Simon and Leung Ming Yuen, Simon
will retire by rotation at the forthcoming annual general meeting
and, being eligible, will offer themselves for re-election as directors
of the Company.

DIRECTORS’ INTERESTS IN CONTRACTS

None of the directors had a material interest, whether directly
or indirectly, in any contract of significance to the business
of the Group to which the Company or any of its subsidiaries
was a party during the Year.

DIRECTORS’ INTERESTS IN SECURITIES

The interests of the directors in the share options of the Company
are separately disclosed in the section headed “SHARE OPTION
SCHEME” below.

As at 31 December 2007, the interests and short positions of
the directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company or any of
its associated corporation (within the meaning of Part XV of
the Securities and Futures Ordinance (“SFQ”)) as recorded in
the register required to be kept by the Company under section
352 of the SFO or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
contained in the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) were as follows:
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REAREBRZERE Long positions in ordinary shares of the Company
KGR AT
B BITRA
g EREE ZEDL
EENR Number of ERME Approximate % of
Name of ordinary shares 514 Nature issued share capital of
directors held Capacity of interest the Company
FRA 20,000,000 ERlEEA B A 0.14%
Li Jing Qi beneficial owner personal
2 ¥ 19,000,000 BEmEAA B A 0.13%
Liu Jun beneficial owner personal
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Save as disclosed above and in the section headed “SHARE
OPTION SCHEME” below, as at 31 December 2007, none of
the directors or chief executives of the Company had any
interests or short positions in shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept by the Company under section
352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Apart from as disclosed under the sections headed “DIRECTORS’
INTERESTS IN SECURITIES” above and “SHARE OPTION
SCHEME” below, at no time during the Year were rights to
acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate granted
to any directors, chief executives or their respective spouse
or children under 18 years of age, or were any such rights
exercised by them, or was the Company or any of its subsidiaries
a party to any arrangement to enable the directors, chief
executives, their spouse or children under 18 years of age to
acquire such rights in any other body corporate.
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Scheme”)
at a special general meeting held on 30 April 2004. The Scheme
is valid and effective for a period of 10 years commencing on
30 April 2004 and is a share incentive scheme to reward and
motivate the eligible participants whose contributions are
important to the long-term growth and profitability of the Group.

Eligible participants of the Scheme include person being (a)
any full-time employee of the Group, (b) any director (including
executive, non-executive or independent non-executive directors)
of the Group, associates and jointly controlled entities of the
Group or (c) any substantial shareholder of the Company, to
be determined by the board of directors.

The total number of shares of the Company available for issue
under the Scheme is 1,143,281,162 shares which represent
approximately 8% of the issued share capital of the Company
as at the date of this Annual Report. The total number of
shares of the Company issued and to be issued upon exercise
of the share options granted to each eligible participant (including
both exercised and outstanding share options) under the Scheme
in any 12-month period must not exceed 1% of the shares of
the Company in issue. Where any further grant of share options
to an eligible participant would result in the shares of the Company
issued and to be issued upon exercise of all share options
granted and to be granted to such eligible participant (including
exercised, cancelled and outstanding share options) in the
12-month period up to and including the date of such further
grant representing in aggregate over 1% of the shares of the
Company in issue, such further grant must be separately approved
by the shareholders of the Company in general meeting.

An offer of a grant of share options under the Scheme may
be accepted within 7 days from the date of the offer with a
cash consideration of HK$1 payable by the grantee to the
Company. The period for the exercise of a share option is
determined by the board of directors, but in any event such
period shall not go beyond 5 years from the date of offer.
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BIERE - REEHESS2#ETF - B Under the Scheme, the subscription price is solely determined

BAERATESE - ((RNQBIRHRIER by the board of directors and shall be at least the higher of:

BEAfEBE T T B SRR PR 2 WM {B (i) (i) the closing price of the shares of the Company as stated in

AR BEIREAHAIAELEXHERK  the Stock Exchange’s daily quotations sheet on the date of

FrESRERAR FHWHE » Rii)A&AAQ7F  offer; (i) the average of the closing prices of the shares of the

BHRIEZ2HBZHEE - Company as stated in the Stock Exchange’s daily quotations
sheets for the 5 business days immediately preceding the
date of offer; and (iii) the nominal value of a share of the Company
on the date of offer.
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TREHIBREAFEREEHAITEZER  The following table lists the details of the outstanding share
HERAFERNED) 2 F15 options which were granted under the Scheme and their 61
movements during the financial year:

FETRREHE (RNEERANEIE) ARANRGER
Number of unlisted share options (physically settled equity derivatives) Share price of the Company***
REER e RERE RERE
S8AL RoB%tE FEER FEER /5% RoFEtE BhE ERE RE- RiAH fiEAH
Rt ERER -A-A R e Cancelled) +=A=1-H REpg* 11168 Exercise As at As at
Name As at Granted Exercised lapsed As at Date of Exercise price of the date of the date of
and category 1 January during during during 31 December grant of period of  share grant of exercise of
of participants 2007 the year the year the year 2007 share options * share options options**  share options ~ share options
BET BET BET
HKS$ HKS$ HKS
g2
Directors
PERE - 35,000,000 - - 35000000 Z—FECECAAR ZERLECRARE 0532 0530 TR
Mr. Guo Yuan 6 February 2007  —E-—%#-F1A N/A
6 February 2007 to
5 February 2012
IREEE 35,000,000 - 7,790,000 - 27,0000 —FERF-ATAB ZEERE-AHHEE 0282 0.285 1295
Mr. Li Jing Qi 19 January 2005 —Z-ZE-F+-H
19 January 2006 to
11 January 2010
Yk 30,000,000 - - - 30,000,000 —EERF-A+NE “TTRE-ATNBE 0282 0.285 ER
Mr. Liu Jun 19 January 2005 ~E-FE-F1-H N/A
19 January 2006 to
11 January 2010
parst 15,000,000 - 5,000,000 - 10,000,000 —EERF-A+NE ZTTRE-ATABE 0282 0.285 0.870
Mr. Yang Hal" 19 January 2005 “E-FE-F+-f
19 January 2005 to
11 January 2010
HEREsE 15,000,000 - 15,000,000 - - CEERE-ATAR ZEERE-ATARE 0282 0.285 0.495
Mr. To Chi Keung, 19 January 2005 —Z-ZF-F+-H
Simon 19 January 2006 to
11 January 2010
FEs 40,000,000 - 40,000,000 - - ZEZRFRACA ZEEAERAZAE 0976 0.365 1.080
Mr. Zhang Hua 2May 2006 —ZF——FMA=+HA
Qiao 2 May 2006 to
25 April 2011
135,000,000 35,000,000 67,790,000 - 102,210,000
EftfEs
Other employees
it 141,000,000 - 72,200,000 - 68,800,000 —TERF-ATNE ZTTRF-ATNAE 0282 0.285 0.791
In aggregate 19 January 2005 ~3-TE-A1-H
19 January 2006 to
11 January 2010
276,000,000 35,000,000 139,990,000 - 171,010,000

4F#} 2007 Annual Report | I BB R% A FR A 7] Shenzhen International Holdings Limited




62

irectors

# BEEER-_ZEZLFN\A/N\BEZERKRDRIHT
BE - BTHAEEZBBRERAFEANREMESR]
REHOME -

* HARARTE] - BRI B IR -

o IETTHRR - BITARSEA A RRAE EAE L
8 BRENTTEREN THE -

e PRIREREVEEIRIE IR A B AR DRI ER - BER
SR EB AR IR L B B AT E 32 5 H N A2 P PR TR
18 o MPATIREE AT T2 B I AR BRI (B
ARNBEAREERNBREETEERN B2
INEEF U E o

AEECRBEBMHREERF 25 [ AR
MAERNIMNINRE  REAFER - 3
ARBE A BRE RERERAQEE
2458 7T YERNEABERTHER - 1NE
PAEEITER  AA R A M BTN R
By EERREAFIERA - MEBRITEER
B EER AR - AR B E SRR D
EERRT o P17 HIE W AT R AR B
BHE - AU M RTT (R AR B O e M BR -

MAEEARBNAFEAMAERSEAL
RHmMBRENAABEMFRANERARE
ERROFE - BREAMEMKRME23 -
ZEREEERAARTETEIENRIH
o A ITBBREEMLREMNESH TS
HEBRE AR BENGEEERNEAZE -

# Mr. Yang Hai was appointed as an executive director of the Company on
8 August 2007. The share options granted to Mr. Yang were reclassified
from “Other employees” during the Year.

* Under the Scheme, there is no vesting period of the share options.

** The exercise price of the share options was subject to adjustment in the
case of rights or bonus issues, or other similar changes in the Company’s
share capital.

FhE The share price of the Company disclosed as at the date of the grant of
the share options was the closing price as quoted on the Stock Exchange
of the trading day immediately prior to the date of the grant of the share
options. The share price of the Company disclosed as at the date of exercise
of the share options was the weighted average closing price of the shares
immediately before the date on which the share options with the disclosure
category were exercised.

In accordance with the requirements under Hong Kong Financial
Reporting Standard 2 “Share-based Payments”, the cost of
approximately HK$2.45 million in respect of the share options
granted by the Company during the Year was recognised in
the consolidated income statement of the Group. Upon exercise
of the share options, the resulting shares issued are recorded
by the Company as additional share capital at the nominal
value of the shares, and the excess of the exercise price per
share over the nominal value of the shares is recorded by the
Company in the share premium account. Share options which
lapse or are cancelled prior to the expiration of their exercise
date are deleted from the register of outstanding share options.

Details of the model and significant assumptions used to estimate
the fair value of the share options granted by the Company
to eligible participants during the Year are set out in note 23
to the consolidated financial statements. Such option pricing
model requires input of subjective assumptions. Any changes
in the subjective input assumptions may materially affect the
estimation of the fair value of the share options.
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R-ZEZ+F+-A=+—H  BEFHFN Asat 31 December 2007, the interests and short positions of
HIE IEMEXVERE 336K B EARNGIZEHEF  the substantial shareholders, other than directors or chief
MELMATREsE  ARASZSEERE (B executives of the Company, in the shares and underlying shares
REEHRTETHRAE)RAARBKM KL of the Company as recorded in the register required to be
MEEROERRABESAT kept by the Company under section 336 of Part XV of the
SFO are set out below:

REQXBEBERREERDZHFE Long positions in ordinary shares and underlying
shares of the Company

BIERDR
ERTREANED L
FEEBREE FrsHER % Approximate
BREHE Number of Number of % of issued
Name of ordinary underlying &£ share capital
shareholders shares held shares held  Capacity of the Company
AT REEEAT 4,836,363,636 - REHREOER 34.01%
(IRIRE]) — K1) interest of controlled
Shenzhen Investment Holding corporations
Corporation (“SIHC”) - Note(1)
R E 904,109,589 - EBEnBAA 6.36%
SIHC beneficial owner
Ultrarich International 4,836,363,636 -  ERBAA 34.01%
Limited (“Ultrarich”) beneficial owner
- [f7£(3) Note (3)
RYTREZERER AR — H2(2) — 1439583333 E@MAEA 10.12%

Shenzhen Investment Holdings
Company Limited - Note (2)

beneficial owner
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B ARz E AR o
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1,727,500,0007 =2 EF EM AR ES - ZJHA
BHEARBRESRAEE1.20T (AT FAR) &8s

1,439,583,333[AA R 2 FilMK o Ll AR ES A
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Notes:

Save

Ultrarich is a wholly-owned subsidiary of SIHC and accordingly SIHC was
deemed to be interested in the 4,836,363,636 ordinary shares in the Company
owned by Ultrarich as disclosed above.

Shenzhen Investment Holdings Company Limited owns a zero coupon
convertible bond issued by the Company with a principal amount of
HK$1,727,500,000 carrying rights to convert into 1,439,583,333 ordinary
shares in the Company at an initial conversion price of HK$1.20 per share,
subject to adjustment. The aforesaid convertible bond was unlisted and
physically settled equity derivative.

Messrs. Guo Yuan, Li Jing Qi and Liu Jun are directors of Ultrarich which
has an interest or short position in the shares and underlying shares of
the Company which would fall to be disclosed under Divisions 2 and 3 of
Part XV of the SFO.

as disclosed above, as at 31 December 2007, the Company

had not been notified by any substantial shareholders, other

than

directors and chief executives of the Company, who had

interests or short positions in the shares and underlying shares
of the Company which are required to be recorded in the
register required to be kept under section 336 of Part XV of
the SFO.
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OTHER PERSONS’ INTERESTS IN SECURITIES
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As at 31 December 2007, the interests and short positions of
other persons who had interests and short positions in the
shares and underlying shares of the Company, which are required
to be recorded in the register kept by the Company under

section 336 of Part XV of the SFO are set out below:

RAEQABEBRZHRE Long positions in ordinary shares of the Company
SRR NN
P ERITREAZBESLE
ZBREE Approximate
RERERE Number of % of issued
Name of ordinary 517 share capital
shareholders shares held Capacity of the Company
TRB—mE0) RO 803,485,000 ZEEEFTZHIIAR 5.65%
Li Ka Shing — Notes (1)&(2) SIEHI A E) 2 RS
founder of discretionary
trusts and interest of
controlled corporations
Li Ka-Shing Unity Trustee 803,485,000 {ErEARGEFEZHEA 5.65%
Corporation Limited ([TDT1]) trustee and beneficiary of a trust
—MiEE1) R(2)
— Notes (1)&(2)
Li Ka-Shing Unity Trustcorp 803,485,000 {ErEARGEFEZHEA 5.65%
Limited ([TDT2]) trustee and beneficiary of a trust
—MiaE1) R (2)
— Notes (1)&(2)
Li Ka-Shing Unity Trustee 803,485,000 1{=7EA 5.65%
Company Limited ([TUT1]) trustee
—MiaE1) R (2)
— Notes (1)&(2)
RIEX (£E) BRAF] 803,485,000 FiEHIAFZER 5.65%

(TRED —mEke)
Cheung Kong (Holdings)
Limited (“CKH”) = Notes (1)&(2)

3 2007 Annual Report

interest of controlled corporations

I ARIBIFI2AR B R 22 & Shenzhen International Holdings Limited




66

irectors

et

() ZEAARZRHEE

(a) fiStarcom Venture Limited ([Starcom]) 548
2.266,835,000f%8% 1% - MStarcomBRELE
% & ~ M8 2~ & Cheung Kong Investment
Company LimitedZ 2&MBAT : &

(b) B Campsie Developments Limited
([Campsiel) #%5 2 536,650,000 315
Campsie &M EIHBR AR ( WUEJ)EQ%
A 2 Mt B A B Hutchison International Limited
ZEEMB AR

(2) ZFEMLLE ZEREERTEREESEEEBL Ka-
Shing Unity Holdings Limited ([Unity Holdings]) =
DRZ—EHEBETRA - Mz ARAEETUTI 223
23T 2N  TUT1A The Li Ka-Shing Unity Trust
(UTIDEsEAZ S G - BRETARERBERE=
—AEZ BEBITIRA ﬁﬁTUTMUTM*ft/\Z%

NEREZEARZRERE EITESIEHITE=
Z NEZRERE RECETHER Tﬁ%ﬁ:ﬂﬁ
ZRRRE LTFESEHTE =92 — U EZ2EE

o

L4 - Unity Holdings TR B TDT1 (The Li Ka-Shing
Unity Discretionary Trust ([DT1]) 21555 A) A &
TDT2 (B —1E2#EEFL ([DT2)) 255t A) 22 HE %
1TREAS o TDT1 RTDT2H# B UT1 215558 AL -

RIEFEHREERG - TRHEE BAVERT AN

Kt SH REIE GG S tlag18 ADT1 RDT2 2 KL

A) ~TDT1TDT2 - TUTMMRREHU WK AEEH

Starcom&Camp&eFﬁ%ﬁZ & 803,485,000 A
ARIRMD 2w o

B £SO R %QI\' RZEELF+ZA=+
—H - ARABWEEREB T MEMA LR
BR TE’Jﬂx@&ﬁﬁﬁﬂxﬁﬁ’ﬁ”*u‘/&%‘ il
AERRIBIREFE S R BERGIEXVEBE 336

FRERBFNELMA
EBRIRZRBERS

RAFER > NEBZERBBAIR S M E

MBRABTZHEER S 2FBEHRME R
ﬁ o
KABTER  SMAEXSHME » ARFIEE

SFEMBRBIEF AT REENK -

Notes:
(1) Such shares in the Company comprise:

(a) the 266,835,000 shares held by Starcom Venture Limited (“Starcom”),
a wholly-owned subsidiary of Cheung Kong Investment Company
Limited, which in turn is a wholly-owned subsidiary of CKH; and

(b) the 536,650,000 shares held by Campsie Developments Limited
(“Campsie”), a wholly-owned subsidiary of Hutchison International
Limited, which in turn is a wholly-owned subsidiary of Hutchison
Whampoa Limited (“HWL").

2) Li Ka-Shing Unity Holdings Limited (“Unity Holdings”), of which each of
Mr. Li Ka Shing, Mr. Li Tzar Kuoi, Victor and Mr. Li Tzar Kai, Richard is
interested in one-third of the entire issued share capital, owns the entire
issued share capital of TUT1. TUT1 as trustee of The Li Ka-Shing Unity
Trust (“UT1”), together with certain companies which TUT1 as trustee of
UT1 is entitled to exercise or control the exercise of more than one-third
of the voting power at their general meetings, hold more than one-third of
the issued share capital of CKH. Certain subsidiaries of CKH are entitled
to exercise or control the exercise of more than one-third of the voting
power at the general meetings of HWL.

In addition, Unity Holdings also owns the entire issued share capital of
TDT1 as trustee of The Li Ka-Shing Unity Discretionary Trust (“DT1”) and
TDT2 as trustee of another discretionary trust (“DT2”). Each of TDT1 and
TDT2 holds units in UTT.

By virtue of the SFO, each of Mr. Li Ka Shing (being the settlor and may
being regarded as a founder of DT1 and DT2 for the purpose of the SFO),
TDT1, TDT2, TUT1 and CKH is deemed to be interested in the aggregate
803,485,000 shares of the Company held by Starcom and Campsie.

Save as disclosed above, as at 31 December 2007, the Company
had not been notified by any other persons who had interests
or short positions in the shares and underlying shares of the
Company, which are required to be recorded in the register
required to be kept under section 336 of Part XV of the SFO.

RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTIONS

Details of significant related party transactions and the connected
transactions under the Listing Rules of the Group during the
Year are set out in the financial statements.

The Company confirms that, in respect of the connected
transaction, it has complied with the disclosure requirements
in accordance which Chapter 14A of the Listing Rules.
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EVENTS AFTER THE BALANCE SHEET DATE

Details of significant events after the balance sheet date of
the Group are set out in note 45 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the directors, as at the date of
this report, the Company has maintained a sufficient public
float of more than 25% of the Company’s issued shares as
required under the Listing Rules.

CORPORATE GOVERNANCE

Principal corporate governance practices as adopted by the
Company are set out in the Corporate Governance Report
on pages 68 to 86 of this Annual Report.

AUDITORS

There have been no changes of the auditors of the Company
during the past three years. Messrs. PricewaterhouseCoopers
will retire and a resolution for their re-appointment as the auditors
of the Company will be proposed at the forthcoming annual
general meeting.

ON BEHALF OF THE BOARD

Guo Yuan
Chairman

Hong Kong, 2 April 2008
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The board of directors is committed to maintain a high standard
of corporate governance in the best interests of shareholders.
The corporate governance principles adopted by the Company
emphasise a highly efficient board of directors, sound internal
control and the transparency and accountability to all
shareholders.

Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”), the “Code on Corporate Governance Practices” (the
“CG Code”), sets out the principles of good corporate governance
and two levels of recommendations: (a) Code Provisions; and
(b) Recommended Best Practices. During the Year, the Company
has been in full compliance with all the Code Provisions and
certain Recommended Best Practices as set out in the CG
Code.

Below are the corporate governance practices adopted by
the Group:-

A. DIRECTORS

A.1 Board of directors

The board convenes at least four regular meetings annually
and approximately one in each quarter. The board totally
convened six meetings in 2007. Notices of not less than
fourteen days are given for all regular board meetings,
and notices of not less than seven days are given for
meetings other than regular meetings. To ensure all directors
are given opportunities to make suggestions on agenda
items to be discussed in board meetings, all draft agendas
for board meetings are provided to all directors for their
comment prior to the meetings.

All directors have access to the advice and services of
the company secretary with a view to ensuring that board
procedures and all applicable rules and regulations are
followed. Minutes of board meetings and meetings of all
specialised committees under the board are kept by the
company secretary and are available for inspection by
the directors at all times.
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Corporate Gove

Minutes of board meetings and meetings of all specialised
committees under the board are recorded in sufficient
details on the matters considered by all directors and
decisions reached, including any concerns raised by
directors or dissenting views expressed. Draft minutes
of board meetings and meetings of all specialised
committees under the board are provided to relevant
directors for their comments and the final version of the
same are given to relevant directors for their records
within a reasonable time.

The written terms of reference of all specialised committees
under the board (including the Audit Committee, Nomination
Committee and Remuneration Committee) specify that
upon reasonable requests, the directors may seek
independent professional advice so that directors can
properly discharge their responsibilities to the Company.
The costs for engaging professional advice shall be borne
by the Company. In the case of professional fees exceeding
HK$500,000, prior discussion with the Executive Board
Committee is required.

The Company has arranged for liability insurance cover
to indemnify directors and certain senior management.

The Company will convene board meetings to discuss
and consider all contemplated significant transactions,
connected transactions or notifiable transactions as required
under the Listing Rules so as to give all directors an
opportunity to attend in person and provide their comments
before the Group proceeds with the same. If a substantial
shareholder or a director has a conflict of interest in a
material matter, a board meeting shall be held and the
related director shall abstain from voting on any board
resolution.
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The board of directors held six meetings in 2007, the
attendance details of each member of the board during

1B the Year are set out below:
HERY,/
RN HER
Meetings Attendance
attended/held Rate
BTES Executive Directors
B REE(ERE) Mr. Guo Yuan (Chairman) 6/6 100%
FRAEEE Mr. Li Jing Qi 6/6 100%
2 B4 Mr. Liu Jun 5/6 83%
B LA Mr. Yang Hai
(RZZEZ+FEN\ANBEZT) (appointed on 8 August 2007) 2/3 67%
FHITES Non-executive Directors
MEREE Mr. To Chi Keung, Simon 6/6 100%
wILBAEE Mr. Zhang Hua Qiao 5/6 83%
TMELRE Mr. Wang Hang Jun
(R=ZZFEZELFNANBEZF) (appointed on 8 August 2007) 3/3 100%
BIUkBTESE Independent Non-executive Directors
2R & E Mr. Leung Ming Yuen, Simon 6/6 100%
T A& Mr. Ding Xun 5/6 83%
EEE A Mr. Nip Yun Wing 4/6 67%

EXEEN_ZTTLFNEZZERET

5|58
(1) B -_TTREFE2FRE:

(2) BELFRNTREEEARIE R
HFEANBEIIBTARKRREE

MiBHABE SRR RFEE

B) BH _FTTLFFFTEXAE

EBERER

7/

The following matters were discussed in the board meetings

in 2007:

(1) to consider and approve 2006 annual results;

(2) to consider and approve the whitewash waiver
application made by Shenzhen Investment Holding
Corporation for the conversion of HK$330 million

convertible note;

(3) to review the results and business development of

the first quarter of 2007;
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A.2

Corporate Gover

(4) to consider and approve the proposed disposal of
100% equity interest in Well Guide Limited, the principal
asset held by Well Guide Limited is the 25% equity
interest in Tianjin CSG Architectural Glass Company
Limited;

(5) to consider and approve the proposed acquisition
of 33.33% equity interest in Shenzhen South-China
International Logistics Co., Ltd.;

(6) to consider and approve the proposed acquisition
of 39% equity interest in Shenzhen EDI Co., Ltd.;

(7) to consider and approve 2007 interim results;

(8) to consider and approve the proposed disposal of
A shares in CSG Holding Co., Ltd.;

(9) to consider and approve the proposed acquisition
of 100% equity interest in Shenzhen Shen Guang
Hui Highway Development Company; and

(10) to consider and approve the proposed acquisition
of 100% equity interest in Shenzhen Bao Tong Highway
Construction and Development Limited and the issue
of convertible bonds pursuant thereto.

The independent non-executive directors have been
expressly identified as such in all corporate communications
that disclose the names of directors of the Company.
The Company has also maintained on its website
www.szihl.com an updated list of its directors identifying
their role and function and whether they are independent
non-executive directors.

Chairman and Chief Executive Officer

The Chairman and the Chief Executive Officer of the
Company are two distinct and separate positions, which
are held by Mr. Guo Yuan and Mr. Li Jing Qi respectively,
and they are both executive directors. The Chairman is
responsible for running the board whereas the Chief
Executive Officer is responsible for day-to-day operations
of the Group. The division of responsibilities between
them has been clearly established and set out in written
form as “The Roles of the Chairman and Chief Executive
Officer” of the Company.
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A.4

The Chairman is responsible for providing leadership to
the board and to ensure that the board works effectively
and discharges its responsibilities, and that all key issues
are discussed in a timely manner. The Chairman is
responsible for approving the agenda of each board meeting
taking into account, where appropriate, any matters
proposed by other directors for inclusion in the agenda.
The Chairman has ensured that all directors have been
provided with adequate, complete and reliable information
in a timely manner, and that all directors are properly
briefed on issues arising at each board meeting to enable
the board to make sound decisions.

The Chief Executive Officer takes the lead of the
management and is responsible for the day-to-day
operations of the Group. He is also responsible for the
implementation of the Company’s strategy and reports
to the board in a timely manner. In addition, the Chief
Executive Officer utilises the Group’s resources in an
appropriate way to enhance the profitability for the Group
as a whole so as to discharge and exercise his
responsibilities and power as delegated by the board.

Board Composition

The board of directors comprises ten directors, including
four executive directors and six non-executive directors,
three of whom are independent non-executive directors
as at 31 December 2007. Biographical details of the directors
are set out in the “Biographies of Directors and Senior
Management” section on pages 49 to 53.

On 8 August 2007, Mr. Yang Hai was appointed as an
executive director of the Company and Mr. Wang Hang
Jun was appointed a non-executive director of the Company.

Appointment, re-election and removal of director

Nomination Committee

The Nomination Committee of the Company was established
in December 2003. The Nomination Committee consists
of three members, two of whom are independent non-
executive directors. Members of the Nomination Committee
include Mr. Ding Xun (Chairman), Mr. Leung Ming Yuen,
Simon and Mr. Li Jing Qi.
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Corporate Govern

The Nomination Committee has been established with
specific written terms of reference which deal clearly with
the Committee’s authority and duties, among which
including:

(1) identify individuals suitably qualified to be a director;

(2) assess the qualification and experience of candidates
for directors and the independence for independent
non-executive directors;

(3) assess and review qualification and experience of
directors who are subject to retirement by rotation
and re-election at each annual general meeting; and

(4) report on the work of the Committee and make proper
recommendations to the board on a regular basis.

Nomination Committee has established specific procedures
in respect of (1) nomination and assessment of director
candidates and (2) assessment of the directors who are
subject to retirement by rotation and offer themselves
for re-election at annual general meetings.

In the process of nominating and assessing new candidates
for executive directors, the Chairman of the board and
the Chief Executive Officer may assist in and make
recommendations in respect of such appointment. While
in nominating and assessing new candidates for non-
executive directors and independent non-executive directors,
Nomination Committee will assume full responsibility.
Nomination Committee assesses director candidates based
on their educational backgrounds, professional qualifications,
work experience and integrity. In the case of candidates
for independent non-executive directors, other factors will
be considered by the Nomination Committee, such as
requirements of independence of independent non-executive
directors under the Listing Rules. Nomination Committee
will also have regards on the number of directorship, nature,
significant commitment and required time that such
candidates played in other listed companies, associations
and organisations. Finally, Nomination Committee reports
the results of such assessment and makes recommendations
to the board and subject to its final approval with respect
to a formal appointment.
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When evaluating the performance of directors who are
subject to retirement by rotation and offer themselves
for re-election at annual general meetings, Nomination
Committee will take into account such factors as the
attendance rate, level of involvement, positions held,
commitments and time deployed of such directors under
evaluation in previous board meetings, meetings of
specialised committees under the board and general
meetings of the Company. Thereafter, Nomination
Committee will make recommendations regarding the
re-election of such directors, and subject to the final approval
of the board. The directors being evaluated shall abstain
from voting in respect of such resolution.

Each director of the Company entered into a service contract
with the Company for a term of three years and is subject
to retirement by rotation but is eligible for re-election at
the annual general meeting in accordance with the Bye-
Laws of the Company. None of the directors proposed
for re-election at the forthcoming annual general meeting
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.

The Company’s Bye-Laws have specified that each director
appointed to fill a casual vacancy or appointed during
the Year shall be subject to election by shareholders at
the first annual general meeting after their appointments.
Each director shall be subject to retirement by rotation
at least once every three years pursuant to the Company’s
Bye-Laws.

The board has received from each independent non-
executive director a written annual confirmation of their
independence and the Company considers that all
independent non-executive directors are independent
pursuant to the requirements as set out in the Listing
Rules.
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Corporate Gover

The Nomination Committee held two meetings in 2007,
the attendance rate of each member of the Committee
in 2007 was 100%. The following matters were discussed
in the meetings:

(1) for evaluation and recommendation as to the
performance of the directors who were subject to
retirement by rotation and re-election at the 2007
annual general meeting; and

(2) to consider the appointment of Mr. Yang Hai as an
executive director of the Company, and the
appointment of Mr. Wang Hang Jun as a non-executive
director of the Company and make recommendation
to the board.

Responsibilities of directors

The Company has established “An Induction for Newly
Appointed Directors” to provide newly appointed directors
with related materials and documents to ensure proper
understanding of director’s duties and operations of the
Company.

The board adopted a code of conduct the (“Code of
Conduct”) in respect of securities transactions of the
Company by relevant directors and employees of the
Group on terms more stringent than those set out in the
Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) under the Listing Rules.
Relevant employees include any employees of the Company
or directors or employees of subsidiaries of the Company
who, as a result of their office or employment, is likely to
be in possession of unpublished price sensitive information
in relation to the Group.

The Company, having made specific enquiry to all directors,
confirms that all directors have complied with the standards
set out in the Model Code and the Code of Conduct at
all times throughout the year.

Supply of and access to information

An agenda of the board meeting and the accompanying
board papers are sent in full to all directors in a timely
manner and at least seven days before the intended date
of the meeting.
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The management of the Company supplies the board
and its specialised committees with adequate, complete
and reliable information in a timely manner to enable directors
to make informed decisions. The board and each director
have separate and independent access to the Company’s
senior management.

To enhance communications, the Company has particularly
established an on-line intranet for the directors of the
Company and the members of all specialised committees
under the board to have access to meeting materials
and documents of the board and related committees.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Remuneration Committee

The Remuneration Committee was established in December
2003 and consists of three members, two of whom are
independent non-executive directors. Members of the
Remuneration Committee include Mr. Ding Xun (Chairman),
Mr. Leung Ming Yuen, Simon and Mr. Li Jing Qi.

The function of the Remuneration Committee is to establish
a formal and transparent procedure and policy for setting
a remuneration mechanism of directors and senior
management. The Remuneration Committee has been
established with specified written terms of reference which
clearly stated the Committee’s authority and duties, among
which including:

(1) to determine the level, policy and structure of
remuneration of directors and senior management,
and to establish a formal and transparent procedure
for developing policy on such remuneration;

(2) to review and approve performance-based
remuneration by reference to corporate goals and
objectives resolved by the board from time to time;
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(3) to review and make recommendations in respect
of the remuneration level of directors and senior
management, and to ensure that no director or
management or any of their associates is involved
in deciding his/her own remuneration; and

(4) to determine the specific remuneration packages
of all executive directors and senior management,
including benefits in kind, pension fund and
compensation payments (including any compensation
payable for loss or termination of their office or
appointment).

The emoluments payable to executive directors of the
Company are determined by reference to their experiences
and duties with the Company and the fees payable to
non-executive directors are determined by reference to
the estimated time spent by them on the Company’s
matters. The Remuneration Committee has consulted
the Chief Executive Officer on the remuneration proposals
of executive directors. Details of the directors’ fee and
other emoluments of the directors of the Company are
set out in note 33 to the financial statements.

Remuneration Committee held two meetings in 2007,
the attendance rate of each member of the Committee
was 100%. The following matters were discussed in the
meetings:

(1) to consider the appropriation and adjustments on
the bonus and long-term incentive mechanism of
senior management in 2006;

(2) toreview and discuss the remuneration scheme and
remuneration mechanism of senior management;

(3) to approve the entering into a service contract with
the executive director candidate, Mr. Yang Hai, and
the non-executive director candidate, Mr. Wang Hang
Jun, and their remunerations; and

(4) to determine the remuneration of the newly appointed
senior management.
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C.1

ACCOUNTABILITY AND AUDIT

Financial reporting

The management had provided the results and financial
statements for 2007 to the Audit Committee for review
in accordance with the stated requirements of the Audit
Committee. The Audit Committee confirmed that the financial
statements for 2007 and the related information disclosed
therein were complete, accurate and fair and thereafter
the 2007 financial statements had been submitted to
the board for approval to ensure the board is able to
make an informed assessment.

The directors acknowledge their responsibility for preparing
financial statements that give a true and fair view of the
financial position, results and cash flow of the Group. In
preparing the financial statements for the year ended
31 December 2007, the board has selected suitable
accounting policies and applied them consistently, made
judgements and estimates that are prudent and reasonable
and have prepared the financial statements on a going
concern basis.

The responsibilities of the auditors to the shareholders
are set out on pages 87 and 88 in this annual report.

C.2 Internal controls

C.2.1 Internal control system

The board is fully responsible for the Group’s internal
control system and the effectiveness of which is reviewed
by the Audit Committee. The board requires the
management to establish and maintain a sound and effective
internal control system.

To improve the level of corporate governance and safeguard
shareholders’ investment and the Group’s assets, since
the beginning of year 2005 and under the guidance of
the CG Code, the Group has performed a comprehensive
review for the internal control system systematically based
on sufficient consideration of internal controls factors
including monitoring environment, risk assessment,
monitoring activities, information and communication, and
supervision, with an aim to establish an effective and
comprehensive internal control system within the Group.
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Corporate Govern

In year 2005, the Group and its principal subsidiaries
completed the preparation of corporate internal control
system in respect of control environment and control
procedure with reference to their respective operational
and managerial characteristics, and had continuously
improvement thereafter. The Group’s internal audit
department carried out test and assessment on the internal
control systems of all principal subsidiaries regularly,
analysed the status and results of their trial operations,
determined whether these internal control systems meet
the expected internal control objectives, and made advice
on improving the weakness of the control system and
proactively provided corresponding assistance.

The internal control system of the Group covers all material
control requirements, including financial controls, operational
controls, compliance controls and risk management
functions. Financial controls mainly make rules in respect
of funding management, payables, fixed assets
management, expenses management and budgeting, loan,
accounting and auditing, cost, income and taxation, etc;
compliance controls mainly focus on the compliance with
the local laws and regulations during operation and
management and make rules in respect of the Group’s
compliance with relevant laws, the board’s functioning
procedures, legal consultation and approval procedure
before entering into contracts; operational controls mainly
enhance controls and make rules in respect of business
operation flow, including business operation, investment
management, contract making, purchasing and selling;
risk controls mainly provide rules for the Group to identify
and avoid internal and external risks in investment and
ordinary business activities, including making rules in respect
of avoiding operational risk, financial risk, exchange rate
risk and interest rate risk.

The board of the Company has comprehensively reviewed
the Group’s internal control systems and risk management
in year 2007 with execution in good condition and no
significant control failures or weaknesses were noted.
The board considered that these systems of internal controls
were effective and sufficient to guarantee the Group in
achieving its operation and governance objectives.
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With the review for the year 2007, the board of directors
of the Company understands that the Group has been
able to master the characteristics of its business
management and has established an internal control system
and a risk management framework, which have been
further perfected in the year. Since then, the Group has
constantly improved and strengthened its corporate control
with reference to changes in the operating environment
in order to enhance its corporate governance and safeguard
the interests of its shareholders.

The board will continue to carry out regular review on
the internal control system. The board specifically requires
the management to summarise the execution state of
internal control system and risk management at the end
of each year and carry out a comprehensive assessment
annually through the internal audit department on an on-
going basis. The assessment shall cover all material controls,
including financial, operational, compliance controls and
risk management functions. The management will regularly
present particular report to the Audit Committee and report
to the Board in a timely manner.

C.2.2 Internal audit department

The internal audit department of the Group was established
in 2002 to improve the overall reporting and internal control
system of the Group. The main functions of the internal
audit department include planning, organising and building
up the internal control system of the Group, performing
financial due diligence on proposed investment projects
of the Group, conducting auditing works on the financial
and internal controls of each subsidiary in 2007, and
reporting on a regular basis to the Audit Committee on,
among others, its working progress and any material matters
and risks found in the internal audit process and making
recommendations for improvement thereof. All these aim
at ensuring the efficient utilisation of and adding value
to the Group’s assets, reducing corporate management
risk and providing a better protection to shareholders’
interests.
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C.3 Audit Committee

The Audit Committee was established in 1995. The Audit
Committee consists of three independent non-executive
directors, namely Mr. Leung Ming Yuen, Simon (Chairman),
Mr. Ding Xun and Mr. Nip Yun Wing. In establishing and
adopting the terms of reference of the Audit Committee,
the board had regard to the “Guide for the Formation of
an Audit Committee” issued by the Hong Kong Institute
of Certified Public Accountants.

Under the terms of reference of the Audit Committee,
the committee performs the key link between the board
and the auditors of the Company in respect of the audit
works of the Group. The main functions of the Audit
Committee are as follows:

(1) to discuss and make recommendation to the board
on the appointment, replacement and removal of
the auditors of the Company, and to approve the
remuneration and terms of engagement of the auditors,
and any matters of resignation or dismissal of the
auditors;

(2) to monitor the integrity of financial statements, interim
report and annual report of the Company, and to
review significant opinions in respect of the financial
reporting contained in them;

(3) toreview the Group’s financial controls, internal control
and risk management systems, and to review the
Group’s statement on internal control systems
contained in the annual report; and

(4) todiscuss with the management on the internal control
system and to ensure that the management has
discharged its duty to establish an effective internal
control system.
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The Audit Committee held four meetings in 2007, the
attendance records of each member of the committee
in 2007 are set out below:

HERE
ERRY HE=R
Meetings Attendance
attended/held Rate
28K (£F)  Leung Ming Yuen, Simon (Chairman) 4/4 100%
T # Ding Xun 3/4 75%
B R Nip Yun Wing 4/4 100%
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The Audit Committee held meetings together with the
management and the auditor in 2007 to discuss and review
the following matters:

(1) to review the annual results for 2006 and the interim
results for 2007, and to consider the related disclosure
in the financial statements was complete, accurate
and fair and to submit the same to the board for
approval;

(2) to approve the auditors’ fees for audit of 2006 financial
statements and fees for review of 2007 interim financial
statements;

(3) to re-appoint auditors of the Company; and

(4) to review the overall assessment and results of the
Group’s internal control system presented by the
internal audit department.

The Audit Committee meets the auditors of the Company
at least once annually in the absence of the management.
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Auditors’ fees

The Auditors of the Company is PricewaterhouseCoopers.
Details of the fees in relation to the audit and non-audit services
provided by the Company’s auditors during the Year were as
follows:

BE-STtfF
t=A=+-H1t
FECHBEMR

Fees charged for
the year ended

EHE 31 December 2007
Items BT T
HK$’000

TR FEMEREETER
Fees for audit of 2007 financial statements 2,561
EHN L FH PV BREER
Fees for review of 2007 interim financial statements 330
FEAWBER)TERARERAEARARIRRIMABEABRAEZELAT]

BIEEET RIS E R
Non-audit fees for the acquisitions of Shenzhen Bao Tong Highway

Construction and Development Limited and Shenzhen Shen

Guang Hui Highway Development Company 5,170
Y Total 8,061
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The Audit Committee has reviewed the audit fees, procedures
and effectiveness, independence and objectiveness of
PricewaterhouseCoopers and recommended to the board their
reappointment as the Company’s auditors in 2008 at the
forthcoming annual general meeting.
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D.1

DIVISION OF AUTHORITIES BETWEEN THE
BOARD AND THE MANAGEMENT

Functions of the management

The board is responsible for formulating overall strategy,
monitoring and controlling the performance of the Group
and the board delegates its management and administration
functions to the management, and establishes the Executive
Board Committee to manage and monitor, on behalf of
the board, the day-to-day operations of the Group and
to implement all decisions made by the board. Significant
matters of the Group are required to be approved by
the board, including, but not limited to, the following:

(1) appointment of directors;
(2) approval of financial statements;

(3) approval of notifiable transactions of the Group as
required under the Listing Rules;

(4) formation of policies and codes as required by
regulators;

(5) formation of specialised committees under the board;
and

(6) appointment of auditors, etc.

In order to give a clear guidance, the duties and authorities
of the Executive Board Committee are set out in its written
terms of reference, mainly including:

(1) to monitor all business operations of the Group;

(2) to prepare and approve the Group’s business plans
and annual budget;

(3) to deal with the ordinary business of the Group and
to authorise the Chief Executive Officer taking the
lead of the management for the day-to-day operations
of the Group, and to authorise individual executive
directors to deal with the daily operation of various
business of the Group;
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(4) to consider and review notifiable transactions of the
Group as required under the Listing Rules and advise
the board thereon;

(5) to provide information and reports of the Group upon
requests by the Audit Committee, to attend and to
arrange the management staff of the Group and
professional advisors attending the Audit Committee
meeting, and answering questions raised by the Audit
Committee at such meetings;

(6) to arrange appointment of professional advisors and
institutions to provide assistance and advices for
specialised committees under the board; and

(7) to handle all other duties assigned by the board
and to exercise the authorities delegated to it by
the board.

The Executive Board Committee reports its decisions
and recommendations to the board in a timely manner,
and the minutes of meetings of the Committee in relation
to material matters and decisions are circulated to members
of the board for information within a reasonable time.

Members of the Executive Board Committee were appointed
by the board. The Committee consists of four executive
directors, namely Mr. Guo Yuan, Mr. Li Jing Qi, Mr. Liu
Jun and Mr. Yang Hai. The Committee was duly authorised
by the board.

COMMUNICATION WITH SHAREHOLDERS

Effective Communication

In respect of each substantially separate matters (including
re-election of directors) at general meetings of the Company,
separate resolutions are proposed by the Chairman of
that meeting.
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The Chairmen of the board and the Audit Committee,
and the members of Remuneration Committee and
Nomination Committee attended the annual general meeting
held in 2007 to answer questions raised by shareholders.

The Company publishes on its website information in
respect of the business, financial and other affairs of the
Group from time to time in order to promote the
communications with its shareholders.

Voting by poll on shareholders’ resolutions

Procedures to demand a poll are set out in all circulars
issued to the shareholders of the Company.

During the Year, the Company had counted all proxy
votes at its general meetings. The Chairman of the meeting
indicated to the meeting the level of proxies lodged on
each resolution and the balance for and against the
resolution, after it has been dealt with on a show of hands,
all votes cast were properly counted and recorded. At
special general meeting held for considering and approving
a connected transaction, the resolutions proposed at
the meeting were put to vote by way of a poll, and had
appointed the share registrar of the Company to act as
the scrutineer.

Before commencement of the general meeting, the
Chairman of general meetings explains clearly to the
shareholders present (1) the rights of shareholders to
demand a poll; and (2) the detailed procedures for
conducting a poll.

The Company posted the poll results on the websites of
the Stock Exchange and the Company on the dates of
the general meetings.
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INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF SHENZHEN INTERNATIONAL
HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Shenzhen International Holdings Limited (the “Company”) and
its subsidiaries (together, the “Group”) set out on pages 89
to 223, which comprise the consolidated and company balance
sheets as at 31 December 2007, and the consolidated income
statement, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and
other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong
Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant
to the preparation and the true and fair presentation of financial
statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that
are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our
opinion solely to you, as a body, in accordance with Section
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90 of the Companies Act 1981 of Bermuda and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that
we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance as to whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and true and fair
presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and
the Group as at 31 December 2007 and of the Group’s profit
and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of
the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 2 April 2008
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MeEEEBRE
Consolidated Balance
(G EL N 'ﬁﬁﬁﬁﬁi@%‘%ﬁéj

(All amounts in HK dollar thousands unless oth

1
R+=-—HA=+—8
As at 31 December
FaE 2007 2006
Note (FREFI)
(Restated)
BE ASSETS
kRBEE Non-current assets
Y% - BE K& Property, plant and equipment 7 1,695,488 1,484,109
wEYE Investment properties 8 32,580 19,710
HELH MLty Leasehold land and land
= A # use rights 9 433,502 415,033
EEIR Construction in progress 10 224,358 113,412
B EE Intangible assets 11 601,360 648,829
REtE RN A 2 s Investments in associates 13 2,545,463 2,857,068
AHEE Available-for-sale
B EE financial assets 15 222,652 115,683
HMIERESEE Other non-current assets 16 839,548 491
6,594,951 5,654,335
REBEE Current assets
BEZREHZ Held-to-maturity financial
WMBEE assets 18 - 118,217
AHEE Available-for-sale
WMBEE financial assets 15 854,228 —
BAREER Financial assets at fair
BaalR B EE value through profit or loss 19 591,069 —
BIEFEZ Non-current assets
EMEBEE held for sale 20 13,632 183,606
SET% Ko H A e WK Trade and other receivables 21 200,644 182,749
EEFEITER Pledged bank deposits 22 591 3,221
RekBReFEEY Cash and cash equivalents 22 2,768,979 956,637
4,429,143 1,444,430
HEE Total assets 11,024,094 7,098,765
R EQUITY
KD E R E Capital and reserves
BEEAEMN attributable to the
EXK#E Company’s equity holders
AR A Share capital 23 3,043,104 1,952,662
H At {1 Other reserves 24 365,833 35,626
RE AR Retained earnings
— BEERE - Proposed dividends 38 639,818 72,525
— HAth — Others 3,154,665 1,978,883
7,203,420 4,039,696
PEREER Minority interest 273,986 251,592
R Total equity 7,477,406 4,291,288
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BEEBEX

idated Balance Sheet
BT 75 < BEAG LA BT o B EE )

dollar thousands unless otherwise stated)

R+=—A=+—H
90 As at 31 December
B 2007 2006
Note (&&=
(Restated)
= LIABILITIES
kRBER Non-current liabilities
BXR Borrowings 25 236,063 1,242,226
PTESBTA Derivative financial instruments 17 1,869 1,758
AR E S Convertible bonds 26 1,517,977 322,007
BEMGHAE Deferred income tax liabilities 27 342,510 73,755
T HE YA Deferred income 28 65,805 95,628
DERRE R Amount due to a minority
shareholder 29 — 19,231
2,164,224 1,754,605
RBEE Current liabilities
B REMERK Trade and other payables 30 328,926 267,873
AR EE Convertible note 26 - 322,917
BMRESFITEBE Derivative liability
of convertible bonds 26 — 140,160
JERT PSR Income tax payable 93,053 13,902
B® Borrowings 25 960,485 308,020
1,382,464 1,052,872
wWeE Total liabilities 3,546,688 2,807,477
HEZREE Total equity and liabilities 11,024,094 7,098,765
REBEEZFE Net current assets 3,046,679 391,558
BEERABEE Total assets less current
liabilities 9,641,630 6,045,893
=825 2 =E
Li Jing Qi Liu Jun
- -
Director Director
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BEEAE
Balance
(B EFlaEBAS) - BT & BB LA &

(All amounts in HK dollar thousands unless ot

-

R+=—BA=+—H
As at 31 December 91
B 5 2007 2006
Note
BE ASSETS
ERBEE Non-current assets
NIERNGIP: F Investments in subsidiaries 12 2,328,012 2,559,889
REEE Current assets
H th 8 U 5k Other receivables 21 2,888 2,799
JrE Uk BT /BB A B FR IR Amounts due from subsidiaries 12 4,604,315 327,710
Ba RBEEEY Cash and cash equivalents 22 695,618 406,976
5,302,821 737,485
WEE Total assets 7,630,833 3,297,374
R EQUITY
PN § Capital and reserves
BFEEARBLHEARAR attributable to the
] Company’s equity holders
A& 2% Share capital 23 3,043,104 1,952,662
H A f#E Other reserves 24 268,038 114,920
RE R Retained earnings
— BEmRE — Proposed dividends 38 639,818 72,525
— Hfb - Others 2,156,998 187,817
R Total equity 6,107,958 2,327,924
&fE LIABILITIES
3Fﬁ%§1§ » Non-current liabilities
AR 57 Convertible bonds 26 1,517,977 322,007
ﬁﬁﬁ%ﬁ Current liabilities
AR Convertible note 26 - 322,917
AT RS IT A Derivative liability of
. convertible bonds 26 - 140,160
EALARE Other payables 30 2,405 2,507
B Borrowings 25 — 180,000
FEASH Y 22 R 3RR Amount due to a subsidiary 2,493 1,859
4,898 647,443
wWeE Total liabilities 1,522,875 969,450
REzRER Total equity and liabilities 7,630,833 3,207,374
ERT gI®
Li Jing Qi Liu Jun
BF BF
Director Director
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a8

olidated Income Statement
g/\ T B & B LB T ot A E M)

HK dollar thousands unless otherwise stated)

BEt-A=1T—HLEE

Year ended 31 December

s 2007 2006
Note (reE75))
(Restated)
= 3 Turnover 6 853,985 536,549
$H & A AR Cost of sales 32 (478,565) (342,358)
EF Gross profit 375,420 194,191
Hiles — F5 Other gains - net 31 2,252,016 133,923
2 8HAK AR Distribution costs 32 (19,824) (23,801)
EREH Administrative expenses 32 (144,401) (118,473)
Hih e &M Other operating expenses (21,122 (3,050)
KRERF Operating profit 2,442,089 182,790
R E AR &7 Share of profit of associates 13 246,737 250,412
R Bt & B 7 B A A & F Profit before finance costs
and tax 2,688,826 433,202
B 7% W Finance income 42,422 28,607
B 75 K AR Finance costs (97,245) (129,004)
AMRESITEBEAAME  Fair value loss on derivative
EHELNERER liability of convertible bonds (196,173) (82,449)
MK — F8 Finance costs — net 34 (250,996) (182,846)
R %t AT 2 F Profit before income tax 2,437,830 250,356
FR1S7E Income tax expense 35 (387,608) (11,667)
FEALF Profit for the Year 2,050,222 238,689
EEFEEAR Attributable to:
RARIREREBA Equity holders
of the Company 2,033,555 230,794
YRR Minority interest 16,667 7,895
2,050,222 238,689
FERAXTREREA Earnings per share
EEER2F for profit attributable
to the equity holders
of the Company
during the Year
(LA SRR BALET) (expressed in HK cents
per share)
— &K - Basic 37 15.03 2.00
— #s — Diluted 37 14.26 1.94
[ g=] Dividends 38 639,818 72,525
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Consolidated Statement of Changes |
(BRHFIFEASN - BTE 2R

(All amounts in HK dollar thousands

i i

1 —_

TRALTRERAADENER

2 AL JdE 2z
REF

m

Attributable to 93
equity holders of the Company
22 |
Bx ARt REEH RREE  AR&
(i Share ~ Other Retained  Minority Total
Note capital reserves earnings interest equity
“EERF-f-BEH KB Balance at 1 January
2006, as restated 1,700,428  (86,470) 1,901,859 241,301 3,757,118
AREE HBEELLEED Change in fair value of
available-for-sale financial assets - 4,961 - - 4,961
TERBIADAEEY Change in fair value of derivative
financial instruments - (3,101) - - (3,101)
ERELEER Currency translation differences - 102,426 — 2,396 104,822
BEMERBERNMA Net income
recognised directly in equity — 104,286 = 2,396 106,682
EREH Profit for the year - - 230,794 7,895 238,689
“EERERANAMANTY  BES  Total recognised income
and expense for 2006,
as restated - 104,286 230,794 10,291 345,371
EEERRE Employee share options
— BERR Y EE - value of services provided 23 1,676 = = = 1,676
- BROFERE - proceeds from shares issued 28 16,779 = = = 16,779
RREERR Gonversion of convertible bonds 23 233,779 = = - 233,779
&\ Transfer to reserves - 17810 (17,810) = =
—EERERE Dividend relating to 2005 38 - - (68,435 - (63,435)
252,234 17,810  (81,245) - 188,799
“BERETZAST-RALH KBS Balance at 31 December 2006,
as restated 1,952,662 35,626 2,051,408 251,592 4,291,288
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idated Statement of Changes in Equity
BB LB T TR Er)

ollar thousands unless otherwise stated)

eeetff

IRALNIREREADENER

94 Attributable to
equity holders of the Company
28
Rx  Hftfifs RERH BRREE  28&
(i Share Other Retained  Minority Total
Note capital reserves earnings interest equity
“RBLE-fA-BEH Balance at 1 January 2007 1,952,662 35,626 2,051,408 251,592 4,291,288
ARMEZHBEAELAEEY Change in fair value of
available-for-sale financial assets — 592,626 - — 592,626
TEFBIARABEED Change in fair value of derivative
financial instruments - (111) - - (111)
HEAHNE HEEE Disposals of available-for-sale
financial assets - 13,430 - - 13,430
EREREER Currency translation differences — 187,061 — 3,430 190,491
ERRERREANRA Net income
recognised directly in equity — 793,006 - 3,430 796,436
FEAT Profit for the year —~ — 2,033,555 16,667 2,050,222
TEZLERANARANTY Total recognised income
and expense for 2007 — 793,006 2,033,555 20,097 2,846,658
EEERE Employee share options
- REtREEE - value of services provided 23 2,450 - - — 2,450
- Bk AGHE - proceeds from shares issued 23 43,237 - - - 43237
HRREFAR Conversion of convertible bonds 23 660,722 - - - 660,722
AAREEER Conversion of convertible note 2324 384,033 (56,405) - - 307,628
SERERA Injection by minority shareholders - - - 8579 85796
HOURER 5 Transaction with a minority interest 42 - (62,650) - (80,192) (142,842)
HENBARELN D BB RERR D Decrease in minority interest as
a result of disposal of a subsidiary - - - (3,307)  (3,307)
RREFERSH Equity component of
convertible bond 26 — 209,528 - — 209,528
R BELNS MR Merger reserve arising from
common control combinations g - (635,775) - - (635,775)
YN Transfer to reserves - 82508  (82,508) - -
ZEEERE Dividend relating to 2006 38 - - (76,981) - (76,981)
“ERRLERBEORELR Dividend paid to
EETHERRARS the then shareholders
by a subsidiary prior to
common control
combination in 2007 - - (130,991) - (130,991)
1,090,442  (462,799) (290,480) 2,297 339,460
“BELETCAST-RER Balance at 31 December 2007 3,043,104 365,833 3,794,483 273,986 7,477,406
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Consolidated Cash Flow Stat
(B4 FIERESN - BT & B A&

(All amounts in HK dollar thousands unless o

&R BN

BEt-A=+T—HLEE

Year ended 31 December

2007 2006
B 5 (#&E5)
Note (Restated)
EEITHNRERE Cash flows from
operating activities
gEEL/ (FA)MRS Cash generated from/
(used in) operations 39 196,101 (657,376)
HERARLBEEBIEZLE Proceeds from disposals
B EEMZHIA of financial assets
at fair value through
profit or loss 1,697,039 —
SEREES Interest paid (90,479) (83,720)
B FrE Income tax paid (181,686) (23,579)
EEEBELE S Net cash generated
(FFTRAKNEERS from/ (used in)
operating activities 1,620,975 (764,675)
RETHNEERE Cash flows from
investing activities
WiEHEEHEE AT Acquisition of a jointly
HkREANE 2 controlled entity,
net of cash acquired — 329
RAHMIEREEE Down payment for
EOECE =R acquisition of
a subsidiary included
in other
non-current assets 16 (839,548) —
Wi L ER R ER Acquisition of
minority interest 42 (142,842) —
BEME  BENRERHE Purchases of property,
plant and equipment (24,396) (23,336)
WINER TR Payments for
construction in progress (288,800) (116,949)
BEHAELHR Purchases of leasehold
4 b 5 R4 land and land use rights - (139,384)
g = i /N Increase in investments
in associates (104,855) (73,251)
BERFBEINHHHBEE Purchases of held-to
-maturity financial assets — (116,880)
HEME - BER&E Proceeds from disposals
FT 15 58 of property, plant
and equipment 5,936 1,130
B B N R PTS 3K B Proceeds from disposals
of associates 113,743 96,788
&M B AR TS 3KIE Proceeds from disposals
of a subsidiary 87,892 —
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BRTMERX

olidated Cash Flow Statement
b BT & B A B B F o A& )

HK dollar thousands unless otherwise stated)

BEt-A=1T—HLEE

Year ended 31 December

2007 2006
Bt 5E (& E5)
Note (Restated)
BERNRIRESDENE Proceeds from the share
FTi5 7k I8 reform of an associate - 84,288
& 1] it H EXMBEE Proceeds from disposals
Fr 1% K18 of available-for-sale
financial assets 28,594 94,521
HEREREZ Proceeds from disposals
ERBEE of non-current
assets held for sale 77,120 —
HEREEIHZ Proceeds from disposals
MBEE of held-to-maturity
financial assets 117,188 —
B F B Interest received 42,422 26,929
2 W g B Dividends received 13 185,932 127,957
RETEFMANERS Net cash used in
investing activities (741,614) (37,858)
RMETENERESRE Cash flows from
financing activities
BB A 7] &9 B IR BR 42 & R Capital injection from
a former shareholder of
a subsidiary 1,314,406 _
1T A IR PR (E A& T E Proceeds from issuance
of convertible bonds - 576,063
T E BT Proceeds from issuance
of ordinary shares 23 43,237 16,779
ErEn Proceeds from borrowings 31,546 1,085,656
EEEX Repayments of borrowings (385,244) (299,470)
A B R E S R B Dividends paid to
the Company’s shareholders 38 (76,981) (63,435)
BEIHELANZEES Net cash generated
from financing activities 926,964 1,315,593
HERBESZEEYW S m Netincrease in cash
and cash equivalents 1,806,325 513,060
EHIREeRIREEEY Cash and cash equivalents
at beginning of the year 956,637 443,577
B H U 25 Exchange gain 6,017 =
FREESNESZEY Cash and cash equivalents
at end of the year 22 2,768,979 956,637
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Shenzhen International Holdings
Limited CRYIBIR =R AR 2 A ([
RAl) BIREERAR  RAFENA -
ARRa] - HB AR RERZEHEEA
Al (eI AEE]) Mg R A KE
TEXBODN

s MRET:
s KREER: R
s REXK-

Aol R— MR BREFMAIZER
NE] e ARAE) 2 FEMHi ABank of
Bermuda Building, 6 Front Street,
Hamilton HM11, Bermuda ° Z~2 &) #
FE-—ARERARYTRETEAA (DR
YNLE]) - RIEKE R —KZARIYITIK
NEEEEEEERZES (RIIHE
T REBEME) EEEENLNG RN
—EE+F+ A=+ —BHEART
#140.37% R A - —EHARR/ARRQ A
WE—RKKRR - REES G ER27
(&0t MR R BBy w124
TR — (B = BB IS AN & IR
WHE G FBNESPERTNRAE
7 RRRIEEFEHNWITESHHRER
NRESRIBEEZZR - HIhEEE
BX B 38 81 o AN | 89 E At & Bl AR R IE
BIEAERBAREI0%MEG - INE
R B AR R R R (R IR
EDBFAENRMESERESFTEM
BYHFREEARYBREMFENOR
- Bl ARFEERR - RYRE
HARRREBESBY B REEHERL
7 BARRRWNEBERZESI o mRIIE
BRERARIIRENEEEES - 24l
RYIEE TG RASEBUR - Bt - K
NAEEHA037% 2 EmBPEARK
ME([RE]) RAFHPIREERSE -

Notes to the Consolidated Financial Statem

ARe B R M

(BHBIERES) - BT 2RI LERT,

(All amounts in HK dollar thousands unless othe

GENERAL INFORMATION

Shenzhen International Holdings Limited (the “Company”)
is an investment holding company. During the Year, the
Company, its subsidiaries and jointly controlled entities
(together the “Group”) and associates were engaged in
the following principal activities:

Logistic business;

Investment holding; and

o Manufacturing business.

The Company is a limited liability company incorporated
in Bermuda. The address of its registered office is Bank
of Bermuda Building, 6 Front Street, Hamilton HM11,
Bermuda. Shenzhen Investment Holding Corporation
(“SIHC”) is the largest shareholder of the Company. SIHC
is supervised and managed by Shenzhen Municipal State-
owned Assets Supervision and Administration Commission
(“Shenzhen SASAC”), which is a state-owned authority.
It owned 40.37% interest of the Company as at 31
December 2007 and has been the largest shareholder
of the Company. According to Hong Kong Accounting
Standard 27 “Consolidated and Separate Financial
Statements”, control is the power to govern the entity’s
financial and operating policies so as to obtain benefits
from its activities. The executive directors of the board
of the Company have been nominated by SIHC or Shenzhen
SASAC, which constituted over 50% of the members of
the board. Moreover, no other shareholders own more
than 10% interest of the Company individually. There is
no evidence demonstrating that other shareholders are
related to each other so that their aggregate shareholding
in the Company would exceed the one owned by SIHC.
Accordingly, the directors of the Company regard SIHC
as the de facto controller of the Company. Since Shenzhen
SASAC supervises and manages SIHC, it controls the
financial and operating policies of SIHC. As a result, 40.37%
equity interest is indirectly held by the People’s Republic
of China (the “PRC”) government authority in aggregate.
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B 815 R M

) - B A % BB LA B I T L)

DNAER (B

R_BERFE+_A+=8  AQF2Z
ZEMBAR —HBEEERAE R
ERAR([HBE]) REBEEERE
CRID BRAR ([Ma&E]) 2 Bl &R
MEEERABER QA (RIEE
D - —REAFVEEZ2EREND
7] R REEZEHTE - 2 BlFRYIK
EERBEEEFERYIMAEIYRER
AR ([FAEHR])17.78% K%22.22%
HIRZ#E - HEH40%  BLARUEE - 31
BEEBRESINREZIMNREARK
102,235,0007T (%) &7%%104,311,000
7T) R AR #127,765,0007T (4 &8 E
130,359,0007T) * X AR
230,000,0007T (49 &5 234,670,000
TL) c BEZWENFEE  B2HEAL
AIAMA—ZTTLF—AZHZEK -
ZWER—_ZETLFRA=ZT—HE
B - PSR AN SR B AV A R A
B AR -

R-ZBET+E+A-H AAFIZEE
MEBAR—2WR CFRI) BRAF
(I2RYn)) BERIEE R R ARYIE
BEREIREEEGE - BERYIE
BEERFAEF)IMBSEE FHERR
BRAA([MEEE])39%HARE - K
KPR E A AR 13,000,000 (49
A5 #13,670,0007T) © MIRE X -
EAZKENFS  B28ARFHES
BZETHFELAZTBEZEK - 2K
BR-_ZTZ+F+A=-+/<B%K ' B
HERAEENBE AR KAKB A
Ej °

S 10 the Consolidated Financial Statements

HK dollar thousands unless otherwise stated)

GENERAL INFORMATION (continued)

On 12 December 2006, Xin Tong Chan Development
(Shenzhen) Co., Ltd. (“XTC Development”) and Yiwan
Industry Development (Shenzhen) Co., Ltd. (“Yiwan
Industry”), wholly owned subsidiaries of the Company,
entered into a share transfer agreement with Shenzhen
Investment Holdings Company Limited (“SIHCL”), a wholly-
owned subsidiary of Shenzhen SASAC. According to the
agreement, XTC Development and Yiwan Industry acquired
17.78% and 22.22%, being 40% in aggregate, interest
in Shenzhen Western Logistics Co., Ltd. (“Western
Logistics”), from SIHCL at a cash consideration of
RMB102,235,000 (approximately HKD104,311,000) and
RMB127,765,000 (approximately HKD130,359,000)
respectively, totalling RMB230,000,000 (approximately
HKD234,670,000). For details of the acquisition, please
refer to the circular of the Company dated 2 January
2007. The acquisition was completed on 31 May 2007
and Western Logistics became a subsidiary from an
associate of the Group.

On 2 July 2007, Total Logistics (Shenzhen) Co., Ltd. (“Total
Logistics”), a wholly owned subsidiary of the Company,
entered into a share transfer agreement with Shenzhen
SASAC and SIHCL. According to the agreement, Total
Logistics acquired 39% interest in Shenzhen EDI Co.,
Ltd. (“Shenzhen EDI”) from SIHCL at a cash consideration
of RMB13,000,000 (approximately HKD13,670,000). For
details of the acquisition, please refer to the circular of
the Company dated 20 July 2007. The acquisition was
completed on 26 October 2007 and Shenzhen EDI became
a subsidiary from an associate of the Group.
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RZZEZELF+A+H AQFZE
BEWB AR —1aEEE(FRY) BRAF
(MEE) EFRYBEEZ R FIEE =
IREET T REEEGE - BERIIRE
ERFAEFIMERLAKERMAEER
AR ([EE])100%HKE - REAEA
K#1,670,578,0007T (4 A&
1,727,500,0007T) ° ANA A EITHAR
BAEERBE 2T 2 I #RES (M
26(b)(ii)) TIRIIEE Z IR A BB S
B - BlAZKWENFES  F2HAAR
HEA-ZEZE+F+—A+HBAZE
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HEK @ BERKAAEBNZ2EWBA
7l o

X S TR E2.1(@)7 R 2 B —
THI T A HNAEHEEEZE -
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BEAS) - R AMBRREHES
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RN T X  BREFRIERAIN » ZFBER
EMEWOMEFENERER -

Notes to the Consolidated Financial State

AR B % R

(BRHBIFERES) - BT 28R LE

(All amounts in HK dollar thousands unless

GENERAL INFORMATION (continued)

On 16 October 2007, Yi Bin Industry (Shenzhen) Co.,
Ltd. (“Yi Bin”), a wholly owned subsidiary of the Company,
entered into a share transfer agreement with Shenzhen
SASAC and SIHCL. According to the agreement, Yi Bin
acquired 100% interest in Shenzhen Bao Tong Highway
Construction and Development Limited (“Bao Tong”) from
SIHCL at a consideration of RMB1,670,578,000
(approximately HKD1,727,500,000). The Company issued
convertible bond (Note 26(b)(ii)) with a conversion price
of HKD1.2 per share to SIHCL to satisfy the consideration.
For details of the acquisition, please refer to the circular
of the Company dated 14 November 2007. The acquisition
was completed on 29 December 2007 and Bao Tong
became a wholly-owned subsidiary of the Group.

The transactions above were accounted for using merger
accounting under common control combination as depicted
in Note 2.1(a) below.

These consolidated financial statements are presented
in thousands of units of HK dollars (“HKD’000”), unless
otherwise stated. These consolidated financial statements
have been approved for issue by the Board of Directors
on 2 April 2008.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out
below. These policies have been consistently applied to
all the years presented, unless otherwise stated.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation

These consolidated financial statements of the
Company have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRS”).
The consolidated financial statements have been
prepared under the historical cost convention, as
modified by the revaluation of buildings, available-
for-sale financial assets, where appropriate, derivative
financial instruments, financial assets at fair value
through profit or loss and investment properties,
which are carried at fair value.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgment in the process of applying
the Group’s accounting policies. The areas involving
a higher degree of judgment or complexity, or areas
where assumptions and estimates are significant
to the consolidated financial statements are disclosed
in Note 4.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

(@)

Merger accounting under common control
combination

As depicted in Note 1, the Company, Western
Logistics, Shenzhen EDI, Bao Tong and SIHCL
are both under the control of Shenzhen SASAC,
and thus regarded as different entities under
common control. These consolidated financial
statements have been prepared using the
principles of merger accounting, as prescribed
in Hong Kong Accounting Guideline 5 ‘‘Merger
Accounting for Common Control Combinations”
issued by HKICPA, assuming that the current
structure of the Group has been in existence
since Shenzhen SASAC and its controller
controlled the Company and the original
controlling shareholders of the subsidiaries
acquired.

The consolidated financial statements include
the financial position, results and cash flows
of the companies comprising the Group as if
the current group structure had been in existence
since their respective dates of under common
control. For companies acquired other then the
common control combinations, they would be
included in the consolidated financial statements
of the Group from the date of that acquisition
(Note 2.2(a)).

The consolidated financial statements incorporate
the financial statements of the combining entities
or businesses in which the common control
combination occurs as if they had been combined
from the date when the combining entities or
businesses first came under the control of the
controlling party.
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2 FESTEX@#) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
102 POLICIES (continued)
2.1 wREEE(F) 2.1 Basis of preparation (continued)

(a) &ftEsHZE(B) (a) Merger accounting (continued)
REHFTHAE  HEHH The net assets of the combining entities or
ERIEBNFEEARA businesses are combined using the existing book
BEH  EHBEZEHCES values from the controlling parties’ perspective.
HAREEANIEUARKES No amount is recognised in consideration for
FEEHKE R HREE - goodwill or excess of acquirers’ interest in the
BERIBEEENAAER net fair value of acquiree’s identifiable assets,
BREBNEANESETTE liabilities and contingent liabilities over cost at
R o the time of common control combination, to

the extent of the continuation of the controlling
party’s interest.

FEBRRRBEREET @& The consolidated income statement includes
ERIEBNLERR - the results of each of the combining entities or
/H ARV BEHEZKENE businesses from the earliest date presented or

BRHEESHERI X since the date when the combining entities or
ﬁ‘ﬁﬁzﬁﬁ’\\\ HEZES 2 BMER businesses first came under the common control,
RERE - mAEELRES where there is a shorter period, regardless of
rESMA - the date of the common control combination.
RAEVMBRERPOLRE The comparative amounts in the consolidated
T EBEREEL % BNk financial statements are presented as if the entities

—EAFEASIEARZEHRA or businesses had been combined at the previous
THEF (LREEARE) 2 balance sheet date or when they first came under
Bl o common control, whichever is shorter.
ELEEREEASA SR A uniform set of accounting policies is adopted
K- -SEEANGHERBIER by those entities. All intra-group transactions,
WMBRS  #HRERERS balances and unrealised gains on transactions
FEGHAREBER K EES between combining entities or businesses are
RS o eliminated on consolidation.
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2 FESTEX@#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued) 103
2.1 wREEE (B) 2.1 Basis of preparation (continued)
(a) &ftEsHZE#B) (a) Merger accounting (continued)
8 Bl 575 & OF 18 2R 3 A /Y Transaction costs, including professional fees,
RKASER  BEXIHK registration fees, costs of furnishing information
K -BRERBEE - ZME - to shareholders, costs or losses incurred in
RERFREASIENER combining operations of the previously separate
REREHEH ERERLRA businesses, etc., incurred in relation to the
EHERS MR ARR common control combination that is to be
xR o accounted for by using merger accounting is
recognised as an expense in the period in which
it is incurred.
e MBS ZIRAEEK &K The adjustment to eliminate the share capital
RE S M AE M AR E RER of entities combined and investment cost has
EMBHRETNEHFEETD been recorded as merger reserve in consolidated
HR (B15E5 % 24) o financial statements (Notes 5 and 24).
btz &g sEAe & Merger accounting as depicted above has been
WAEERMNAE—HEES adopted by the Group as one of it principal
ETBUR © accounting policies.

(b) THIFTETAER] - HER| 2 (& (b) The following new standard, amendment to
AIRZEYHRREE_ZTT standard and interpretations are mandatory for
+F+_A=+—HBILFE the preparation of financial statements for year
B BA TS SRR AR ended 31 December 2007:

e FHEMBERTIEMT e HKFRS 7, ‘Financial instruments:
B :EBEBEIREESGET Disclosures’, and the complementary
ZAN T BHmEH 2| amendment to HKAS 1, ‘Presentation of
—BARAEREINHREG Financial Statements’ - Capital Disclosures,
A BIATEHEERT introduces new disclosures relating to
BEMHBEBEATRHEE financial instruments and the additional
BBEARKFEUAREE disclosures regarding an entity’s capital
BEARFENEE - K and how it manages capital. The Group
SERAKNFENEREHT has made relevant disclosures in these
BHmEPESRBHAENX consolidated financial statements.
HEITHEE -
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0 the Consolidated Financial Statements
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

HK(FRIC)-Int 7, ‘Applying the Restatement
Approach under HKAS 29’. This
interpretation is not relevant to the Group’s
operations.

HK(IFRIC)-Int 8, ‘Scope of HKFRS 2’. This
interpretation is not relevant to the Group’s
operations.

HK(IFRIC)-Int 9, ‘Reassessment of
Embedded Derivatives’. This interpretation
does not have significant impact on the
Group’s financial statements.

HK(IFRIC)-Int 10, ‘Interim Financial
Reporting and Impairment’, prohibits the
impairment losses recognised in an interim
period on goodwill, and investments in
equity instruments and financial assets
carried at cost to be reversed at a
subsequent balance sheet date.
Management has adopted the interpretation
but it does not have any impact on the
Group’s financial statements.

The following new/revised standards and
interpretations have been issued but are not
effective for the preparation of financial
statements for the year ended 31 December
2007 and have not been early adopted or are
not relevant to the Group’s operations:
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

HKAS 1 (Revised), ‘Presentation of Financial
Statements’ (effective from 1 January 2009).
HKAS 1 (Revised) requires all owner
changes in equity to be presented in a
statement of changes in equity. All
comprehensive income is presented in one
statement of comprehensive income or
in two statements (a separate income
statement and a statement of
comprehensive income). It requires
presenting a statement of financial position
as at the beginning of the earliest
comparative period in a complete set of
financial statements when there are
retrospective adjustments or reclassification
adjustments. However, it does not change
the recognition, measurement or disclosure
of specific transactions and other events
required by other HKFRSs. The Group will
apply HKAS 1 (Revised) from 1 January
2009.

HKFRS 8, ‘Operating Segments’, effective
for annual periods beginning on or after
1 January 2009. HKFRS 8 replaces HKAS
14 and aligns segment reporting with the
requirements of the US standard SFAS
131, ‘Disclosure about segments of an
enterprise and related information’. The
new standard requires a ‘management
approach’, under which segment
information is presented on the same basis
as that used for internal reporting purposes.
The Group will apply HKFRS 8 from 1
January 2009. The expected impact is still
being assessed in detail by management.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

HKAS 23 (Revised), ‘Borrowing Costs’,
effective for annual periods beginning on
or after 1 January 2009. The amendment
requires an entity to capitalise borrowing
costs directly attributable to the acquisition,
construction or production of a qualifying
asset (one that takes a substantial period
of time to get ready for use or sale) as
part of the cost of that asset. The option
of immediately expensing those borrowing
costs will be removed. The Group will apply
this revised standard from 1 January 2009
but is currently not applicable to the Group
as there are no qualifying assets.

HK(IFRIC)-Int 11, ‘HKFRS 2 - Group and
Treasury Share Transactions’, effective for
annual periods beginning on or after 1 March
2007. This interpretation provides guidance
on whether share-based transactions
involving treasury shares or involving group
entities should be accounted for as equity-
settled or cash-settled share-based
payment transactions in the separate
accounts of the parent and group
companies. Management does not expect
the interpretation to be relevant for the
Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

HK(IFRIC) - Int 12, ‘Service Concession
Arrangements’ (effective from 1 January
2008). HK(IFRIC) - Int 12 applies to
contractual arrangements whereby a private
sector operator participates in the
development, financing, operation and
maintenance of infrastructure for public
sector services. The Group will apply
HK(IFRIC) - Int 12 from 1 January 2008.
The expected impact is still being assessed
in detail by management.

HK(IFRIC) - Int 13, ‘Customer Loyalty
Programmes’ (effective from 1 July 2008).
HK(IRFIC) - Int 13 clarifies that where goods
or services are sold together with a
customer loyalty incentive (for example,
loyalty points or free products), the
arrangement is a multiple-element
arrangement and the consideration
receivable from the customer is allocated
between the components of the
arrangement using fair values. HK(IFRIC)
- Int 18 is not relevant to the Group’s
operations because none of the Group’s
companies operate any loyalty programmes.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

HK(IFRIC) - Int 14, ‘HKAS 19 — The limit
on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction’
(effective from 1 January 2008). HK(IFRIC)
- Int 14 provides guidance on assessing
the limit in HKAS 19 on the amount of
the surplus that can be recognised as an
asset. It also explains how the pension
asset or liability may be affected by a
statutory or contractual minimum funding
requirement. The Group will apply HK(FRIC)
- Int 14 from 1 January 2008, but it is not
expected to have any impact on the Group’s
financial statements.

HKAS 32 and HKAS 1 Amendments
‘Puttable Financial Instruments and
Obligations Arising on Liquidation’ (effective
from 1 January 2009). The amendment
requires some puttable financial instruments
and some financial instruments that impose
on the entity an obligation to deliver to
another party a pro rata share of the net
assets of the entity only on liquidation to
be classified as equity. The Group will apply
HKAS 32 and HKAS 1 Amendments from
1 January 2009, but it is not expected to
have any impact on the Group’s accounts.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

HKAS 27 (Revised) ‘Consolidated and
Separate Financial Statements’ (effective
from annual period beginning on or after
1 July 2009). The amendment requires
non-controlling interests (i.e. minority
interest) to be presented in the consolidated
statement of financial position within equity,
separately from the equity of the owners
of the parent. Total comprehensive income
must be attributed to the owners of the
parent and to the non-controlling interests
even if this results in the non-controlling
interests having a deficit balance. Changes
in a parent’s ownership interest in a
subsidiary that do not result in the loss
of control are accounted for within equity.
When control of a subsidiary is lost, the
assets and liabilities and related equity
components of the former subsidiary are
derecognised. Any gain or loss is recognised
in profit or loss. Any investment retained
in the former subsidiary is measured at
its fair value at the date when control is
lost. The Group will apply HKAS 27 (Revised)
from 1 January 2010.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

HKFRS 3 (Revised) ‘Business Combination’
(effective for business combinations with
acquisition date on or after the beginning
of the first annual reporting period beginning
on or after 1 July 2009). The amendment
may bring more transactions into acquisition
accounting as combinations by contract
alone and combinations of mutual entities
are brought into the scope of the standard
and the definition of a business has been
amended slightly. It now states that the
elements are ‘capable of being conducted’
rather than ‘are conducted and managed’.
It requires considerations (including
contingent consideration), each identifiable
asset and liability to be measured at its
acquisition-date fair value, except leases
and insurance contracts, reacquired right,
indemnification assets as well as some
assets and liabilities required to be
measured in accordance with other
HKFRSs. They are income taxes, employee
benefits, share-based payment and non-
current assets held for sale and discontinued
operations. Any non-controlling interest
in an acquiree is measured either at fair
value or at the non-controlling interest’s
proportionate share of the acquiree’s net
identifiable assets. The Group will apply
HKFRS 3 (Revised) from 1 January 2010.
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2 TESIEE#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued) 111

2.2 HmEMBEREK
/ﬁv?./:.\ﬁﬂki&%% BIEARNT - HAT

2.2 Consolidation

The consolidated financial statements include the

BEMBA HEZEHIEE R A financial statements of the Company, all of its
HE+Z ﬂ _‘I’ B IE & B 75 subsidiaries and jointly controlled entities made up
= o to 31 December.

(a) MIBAF (a) Subsidiaries

B ARIEAEE A EZE
E%%&N%ﬁ%m%ﬁa
B(EEFKENERR) -

A% BT A5 R 1B - B R A AR
e BN EAEB RS ZEH
H—ERBARE - BAIAI{T

EHRAI AR EERZEN
FERFZEATERE -

BR BT 7E2.1 (@) B 3t ¥ 2£ [R] 12 5
THERBAMHKRAAMHES
ERIFRIN - EEIIREEETY
FR1EZAR & B UL BE T B 2 7)Y
AR E o BB A B
EEBEAEE 2 HE2HEE
AN -

Subsidiaries are all entities (including special
purpose entities) over which the Group has the
power to govern the financial and operating
policies, generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the Group
controls another entity.

Apart from the application of merger accounting
on those common control business combinations
as depicted in Note 2.1(a), the purchase method
of accounting is used to account for the
acquisition of subsidiaries by the Group.
Subsidiaries are fully consolidated from the date
on which control is transferred to the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

(@)

Subsidiaries (continued)

The cost of an acquisition is measured as the
fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at
the date of exchange, plus costs directly
attributable to the acquisition. Identifiable assets
acquired and liabilities and contingent liabilities
assumed in a business combination are
measured initially at their fair values at the
acquisition date, irrespective of the extent of
any minority interest. The excess of the cost
of acquisition over the fair value of the Group’s
share of the identifiable net assets acquired is
recorded as goodwill (Note 2.9(a)). If the cost
of acquisition is less than the fair value of the
net assets of the subsidiary acquired, the
difference is recognised directly in the income
statement.

Subsidiaries are de-consolidated from the date
that control ceases.

Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses
are also eliminated unless the transaction
provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the
Group.

In the Company’s balance sheet, the investments
in subsidiaries are stated at cost less provision
for impairment losses (Note 2.10). The results
of subsidiaries are accounted by the Company
on the basis of dividend received and receivable.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

(b) Transactions with minority interest

(c)

The Group applies a policy of treating transactions
with minority interest as transactions with equity
owners of the Group. For purchases from minority
interest, the difference between any consideration
paid and the relevant share acquired of the
carrying value of net assets of the subsidiary
is deducted from equity. Gains or losses on
disposals to minority interest are also recorded
in equity. For disposals to minority interest,
differences between any proceeds received and
the relevant share of minority interest are also
recorded in equity.

Associates

Associates are all entities over which the Group
has significant influence but not control, generally
accompanying a shareholding of between 20%
and 50% of the voting rights. Investments in
associates are accounted for using the equity
method of accounting and are initially recognised
at cost. The Group’s investment in associates
includes goodwill (net of any accumulated
impairment losses) identified on acquisition (Note
2.10).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

(c)

(d)

Associates (continued)

The Group’s share of its associates’ post-
acquisition profits or losses is recognised in
the income statement, and its share of post-
acquisition movements in reserves is recognised
in reserves. The cumulative post-acquisition
movements are adjusted against the carrying
amount of the investment. When the Group’s
share of losses in an associate equals or exceeds
its interests in the associate, including any other
unsecured receivables, the Group does not
recognise further losses, unless it has incurred
obligations or made payments on behalf of the
associate.

Unrealised gains on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interest in the associates.
Unrealised losses are also eliminated unless
the transaction provides evidence of an
impairment of the asset transferred. Accounting
policies of associates have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

Dilution gains and losses in associates are
recognised in the consolidated income statement.

Jointly controlled entities

A jointly controlled entity is a joint venture that
involves the establishment of a corporation,
partnership or other entity in which each venturer
has an interest. The entity operates in the same
way as other entities, except that a contractual
arrangement between the venturers establishes
joint control over the economic activity of the
entity.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation (continued)

(d) Jointly controlled entities (continued)

The Group’s investments in jointly controlled
entities are accounted for by proportionate
consolidation. The Group combines its share
of the jointly controlled entities’ individual income
and expenses, assets and liabilities and cash
flows on a line-by-line basis with similar items
in the Group’s financial statements. The Group
recognises the portion of gains or losses on
the sale of assets by the Group to the jointly
controlled entity that it is attributable to the
other venturers. The Group does not recognise
its share of profits or losses from the jointly
controlled entity that results from the Group’s
purchase of assets from the jointly controlled
entity until it resells the assets to an independent
party. However, a loss on the transaction is
recognised immediately if the loss provides
evidence of a reduction in the net realisable
value of current assets, or an impairment loss.

2.3 Segment reporting

A business segment is a group of assets and
operations engaged in providing products or services
that are subject to risks and returns that are different
from those of other business segments. A geographical
segment is engaged in providing products or services
within a particular economic environment that are
subject to risks and returns that are different from
those of segments operating in other economic
environments.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Foreign currency translation

(@)

(b)

(c)

Functional and presentation currency

[tems included in the financial statements of
each of the Group’s entities are measured using
the currency of the primary economic
environment in which the entity operates (the
“functional currency”) (Note 4.2(b)). The
consolidated financial statements are presented
in HK dollars as the Company has its primary
listing on the Stock Exchange of Hong Kong
Limited.

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in the income
statement, except when deferred in equity as
qualifying cash flow hedges.

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency
as follows:

(i)  assets and liabilities for each balance sheet
presented are translated at the closing
rate at the date of that balance sheet;
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Foreign currency translation (continued)

(c) Group companies (continued)

(i) income and expenses for each income
statement are translated at average
exchange rates (unless this average is not
a reasonable approximation of the
cumulative effect of the rates prevailing
on the transaction dates, in which case
income and expenses are translated at
the dates of the transactions); and

(i) all resulting exchange differences are
recognised as a separate component of
equity.

2.5 Property, plant and equipment

Buildings comprise mainly offices and warehouses.
Buildings are stated at fair value, based on periodic
valuations by external independent valuers, less
subsequent depreciation. Any accumulated
depreciation at the date of revaluation is eliminated
against the gross carrying amount of the asset and
the net amount is restated to the revalued amount
of the asset. All other property, plant and equipment
are stated at historical cost less depreciation and
impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the
items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part
is derecognised. All other repairs and maintenance
are charged to the income statement during the
financial period in which they are incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5 Property, plant and equipment (continued)

Increases in the carrying amount arising on revaluation
of buildings are credited to other reserves in
shareholders’ equity. Decreases that offset previous
increases of the same asset are charged against
fair value reserves directly in equity; all other decreases
are charged to the income statement. Each year
the difference between depreciation based on the
revalued carrying amount of the asset charged to
the income statement and depreciation based on
the asset’s original cost is transferred from fair value
reserves to retained earnings.

Depreciation of toll roads is calculated to write off
their costs on an units-of-usage basis according
to the HK Int-1, ‘The Appropriate Policies for
Infrastructure Facilities’, issued by the HKICPA.
Depreciation is provided based on the proportion
of actual traffic volume for a particular period over
the total projected traffic volume throughout the periods
within which the Group is granted the rights to operate
those roads. It is the Group’s policy to review regularly
the total projected traffic volume throughout the
operating periods of the respective toll roads. Where
appropriate, independent professional traffic studies
will be performed. Appropriate adjustments will be
made should there be a material change of traffic
volume.

Depreciation of other property, plant and equipment
is calculated using the straight-line method to allocate
cost or revalued amounts to their residual values
over their estimated useful lives, as follows:
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25 YE- - BERKE (B) 2.5 Property, plant and equipment (continued)
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= Buildings 15-50 years or over the term
of the unexpired leases,
whichever is shorter
- Leasehold 4 years or over the term of
improvements the unexpired leases,

whichever is shorter

- Motor vehicles 5-8 years
- Furniture, 3-8 years
fixtures and
equipment

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each balance
sheet date.

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount
(Note 2.10).

Gains and losses on disposals are determined by
comparing proceeds with carrying amount and are
recognised within other gains - net, in the income
statement. When revalued assets are sold, the
amounts included in fair value reserves are transferred
to retained earnings.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6

2.7

2.8

Construction in progress

Construction in progress represents the direct costs
of construction incurred plus interest capitalised up
to the date of completion of the construction of
property, plant and equipment less any impairment
losses. No provision for depreciation is made on
construction in progress until the relevant assets
are completed and put into use. Construction in
progress is reclassified to the appropriate category
of property, plant and equipment when completed
and ready for use.

Investment properties

Investment property, principally comprising office
buildings, is held for long-term rental yields and is
not occupied by the Group. Investment property is
carried at fair value, representing open market value
determined annually by external valuers. Fair value
is based on active market prices, adjusted, if necessary,
for any difference in the nature, location or condition
of the specific asset. If the information is not available,
the Group uses alternative valuation methods such
as recent prices on less active markets or discounted
cash flow projections. These valuations are reviewed
annually by valuers. Changes in fair values are recorded
in the income statement as part of other income.

Investment property is measured initially at its cost,
including related transaction costs.

Leasehold land and land use rights

Leasehold land and land use rights are up-front
payments to acquire long-term interests in the usage
of land. They are stated at cost and charged to the
income statement over the remaining period of the
lease on a straight-line basis, net of any impairment
losses.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9 Intangible assets

(@)

(b)

(c)

Goodwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired
subsidiary/associate/jointly controlled entity at
the date of acquisition. Goodwill on acquisitions
of subsidiaries/jointly controlled entities is included
in intangible assets. Goodwill on acquisitions
of associates is included in investments in
associates and is tested for impairment as part
of the overall balance. Separately recognised
goodwill is tested for impairment and carried
at cost less accumulated impairment losses.
Impairment losses on goodwill are not reversed.
Gains and losses on the disposal of an entity
include the carrying amount of goodwill relating
to the entity sold.

Goodwill is allocated to cash-generating units
for the purpose of impairment testing. The
allocation is made to those cash-generating
units or groups of cash-generating units that
are expected to benefit from the business
combination in which the goodwill arose.

Toll road operating right

Toll road operating right is capitalised based
on the costs incurred to acquire the right and
is amortised using the straight-line method over
the remaining operating period.

Service contracts

Service contracts are capitalised based on the
costs incurred to acquire the contracts and
are amortised using the straight-line method
over the remaining economic useful lives of the
contracts.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Impairment of investments in subsidiaries,

2.11

associates and non-financial assets

Assets that have an indefinite useful life or have not
yet available for use are not subject to amortisation
and are tested annually for impairment. Assets are
reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use. For the
purposes of assessing impairment, assets are grouped
at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-
financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of
the impairment at each reporting date.

Financial assets

The Group classifies its financial assets in the following
categories: at fair value through profit or loss, loans
and receivables, held-to-maturity and available-for-
sale. The classification depends on the purposes
for which the financial assets were acquired.
Management determines the classification of its
financial assets at initial recognition.

(@) Financial assets at fair value through profit
or loss

Financial assets at fair value through profit or
loss are financial assets held for trading. A financial
asset is classified in this category if acquired
principally for the purpose of selling in the short
term. Derivatives are classified as held for trading
unless they are designated as hedge. Assets
in this category are classified as current assets.
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2 FESTEX@#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued) 123
211 Mg EE (8) 2.11 Financial assets (continued)

(b) BERKEWRK (b) Loans and receivables
EREERFAEBEESA Loans and receivables are non-derivative financial
EENREREEARAMS assets with fixed or determinable payments that
ITHREMNIFTEMBEE - are not quoted in an active market. They are
hEREERERDEE included in current assets, except for those
A EEEEBRAEE AR with maturities greater than 12 months after
BE+—EARE  AloEA the balance sheet date which are classified as
FEMBEE - ERREWRK non-current assets. Loans and receivables are
HIRREBEEBGBRFTIEBR classified as ‘trade and other receivables’ in
H el k] i (Bf$5E2.13) © the balance sheet (Note 2.13).

(c) HERHNMBEE (c) Held-to-maturity financial assets
REIHNMBEERBR Held-to-maturity financial assets are non-
7E 3K A] 8 7 T 3K A R [l TE B derivative financial assets with fixed or
HEMETEMKEE, ™ determinable payments and fixed maturities that
AEBEEBEERHRBEER R the Group’s management has the positive
ENFEEIHA - WAE intention and ability to hold to maturity. If the
EHEFREINHNNBEE Group were to sell other than an insignificant
M BHEE - BEE amount of held-to-maturity financial assets, the
A ETR>BEARITHT whole category would be tainted and reclassified
E-BRTIHHBHREEAR as available for sale. Held-to-maturity financial
R I12E A8 B B B assets are included in non-current assets, except
MBEEIERRBEE for those with maturities less than 12 months
S WEBEINAFERBE from the balance sheet date which are classified
ER e as current assets.

(d) AtEEZHKEE (d) Available-for-sale financial assets
AHEE 2 BEERIEN Available-for-sale financial assets are non-
AT A HIETF/LERK derivatives that are either designated in this
YWEIBREMEMER - category or not classified in any of the other
BRIFEBEEELHEERE categories. They are included in non-current
TZEAALEZERE - assets unless management intends to dispose
BAGEEEIEIERDE of the investment within 12 months of the balance
ER e sheet date.
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2

-

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Financial assets (continued)

(d) Available-for-sale financial assets (continued)

Regular purchases and sales of financial assets
are recognised on the trade-date - the date
on which the Group commits to purchase or
sell the asset. Investments are initially recognised
at fair value plus transaction costs for all financial
assets not carried at fair value through profit
or loss. Financial assets carried at fair value
through profit or loss are initially recognised
at fair value, and transaction costs are expensed
in the income statement. Financial assets are
derecognised when the rights to receive cash
flows from the investments have expired or have
been transferred and the Group has transferred
substantially all risks and rewards of ownership.
Available-for-sale financial assets (apart from
those unlisted equity investments without active
market and for which the fair value cannot be
reliably measured) and financial assets at fair
value through profit or loss are subsequently
carried at fair value. Loans and receivables are
carried at amortised cost using the effective
interest method.

Gains or losses arising from changes in the
fair value of the ‘financial assets at fair value
through profit or loss’ category are presented
in the income statement within ‘other gains —
net’, in the period in which they arise. Dividend
income from financial assets at fair value through
profit or loss is recognised in the income
statement as part of other income when the
Group’s right to receive payments is established.
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211 BIBEE (B)

2.11 Financial assets (continued)

(d) ATHHEEZHBEE (&)

(d) Available-for-sale financial assets (continued)

DER/AHHEZMBEE
MARBEEDERED T RE
RERAIBEAAHLEZ
EHEHIRER - EER
RHERN RS AR EHES
ABmXRAERKRERSFH

B -

AHEERRTANKRE
=R EIER A B SIA R R
METER - EEDZRAER
AE TE s — %R -

BERERENOAEREE
RRERENHE - SIFL™
BEREMS FmHLN
ABREDNAERERER
MR NRER SEMIGHE - N
& B AR AR H1BR BB 2 45 5
BE o

AEBESEAEBFTER
CERBEBEERHEBREY®
EERRBEUBEELER
B - HROBEAITHIEERN
BHE - BHELANESBANESK
FHREZERERAE &
WRABLFCRKETRBE -
EAHNENBEEGFEL
LHEE - R EE-RWE
RAEERAABNEEE
Bz BEEZAEBERE
BERNEARESETE —
AP IIBRTEEBSERRL
- FEERERNERT
BEREEBETEEBEBER
BB o SRR UK A R (B R
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Changes in the fair value of financial assets
classified as available-for-sale are recognised
in equity. When securities classified as available-
for-sale are sold or impaired, the accumulated
fair value adjustments recognised in equity are
included in the income statement as ‘gains and
losses from investment securities’.

Dividends on available-for-sale equity instruments
are recognised in the income statement as part
of “other gains-net” when the Group’s right to
receive payments is established.

The fair values of quoted investments are based
on current bid prices. For unlisted equity
investments, if there is no active market, the
Group states these investments at cost less
impairment provision when their fair value cannot
be reliably measured after adopting valuation
techniques.

The Group assesses at each balance sheet
date whether there is objective evidence that
a financial asset or a group of financial assets
is impaired. In the case of equity securities
classified as available-for-sale, a significant or
prolonged decline in the fair value of the security
below its cost is considered as an indicator
that the security is impaired. If any such evidence
exists for available-for-sale financial assets, the
cumulative loss - measured as the difference
between the acquisition cost and the current
fair value, less any impairment loss on that
financial asset previously recognised in profit
or loss - is removed from equity and recognised
in the income statement. Impairment losses
recognised in the income statement on equity
instruments are not reversed through the income
statement. Impairment testing of trade receivables
is described in Note 2.13.
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126 POLICIES (continued)

2120TEM BT AREAES 2.12 Derivative financial instruments and hedging
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activities

Derivatives are initially recognised at fair value on
the date a derivative contract is entered into and
are subsequently remeasured at their fair value. The
method of recognising the resulting gain or loss
depends on whether the derivative is designated
as a hedging instrument, and if so, the nature of
the item being hedged. The Group designates certain
derivatives as hedges of a particular risk associated
with a recognised liability or a highly probable forecast
transactions (cash flow hedges).

The Group documents, at the inception of the
transaction, the relationship between hedging
instruments and hedged items, as well as its risk
management objectives and strategy for undertaking
various hedge transactions. The Group also documents
its assessment, both at hedge inception and on an
ongoing basis, of whether the derivatives that are
used in hedging transactions are highly effective in
offsetting changes in fair values or cash flows of
hedged items.

The fair values of derivative instruments used for
hedging purposes are disclosed in Note 17.
Movements on the hedging reserve in shareholders’
equity are depicted in Note 24. The full fair value of
a hedging derivative is classified as a non-current
asset or liability when the remaining maturity of the
hedge item is more than 12 months. Trading derivatives
are classified as a current asset or liability.

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash
flow hedges are recognised in equity. The gain or
loss relating to the ineffective portion is recognised
immediately in the income statement within ‘other
gains — net’.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Derivative financial instruments and hedging

activities (continued)

Amounts accumulated in equity are recycled in the
income statement in the periods when the hedged
item affects profit or loss (for example, when the
forecast sale that is hedged takes place). The gain
or loss relating to the effective portion of interest
rate swaps hedging variable rate borrowings is
recognised in the income statement within ‘finance
costs’. The gain or loss relating to the effective portion
of forward foreign exchange contracts hedging export
sales is recognised in the income statement within
sales. However, when the forecast transaction that
is hedged results in the recognition of a non-financial
asset (for example: property, plant and equipment),
the gains and losses previously deferred in equity
are transferred from equity and included in the initial
measurement of the cost of the asset. The deferred
amounts are ultimately recognised in depreciation
in case of property, plant and equipment.

When a hedging instrument expires or is sold, or
when a hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in
equity at that time remains in equity and is recognised
when the forecast transaction is ultimately recognised
in the income statement. When a forecast transaction
is no longer expected to occur, the cumulative gain
or loss that was reported in equity is immediately
transferred to the income statement within ‘other
gains — net’.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13

2.14

Trade and other receivables

Trade and other receivables are recognised initially
at fair value and subsequently measured at amortised
cost using the effective interest method, less provision
for impairment. A provision for impairment of trade
and other receivables is established when there is
objective evidence that the Group will not be able
to collect all amounts due according to the original
terms of the receivables. Significant financial difficulties
of the debtor, probability that the debtor will enter
bankruptcy or financial reorganisation, and default
or delinquency in payments are considered indicators
that the trade receivable is impaired. The amount
of the provision is the difference between the asset’s
carrying amount and the present value of estimated
future cash flows, discounted at the original effective
interest rate. The carrying amount of the assets is
reduced through the use of an allowance account,
and the amount of the loss is recognised in the income
statement within ‘administrative expenses’. When
a trade receivable is uncollectible, it is written off
against the allowance account for trade receivables.
Subsequent recoveries of amounts previously written
off are recognised in ‘other gains — net’ in the income
statement.

Non-current assets held for sale

Non-current assets (or disposal groups) are classified
as assets held for sale and stated at the lower of
carrying amount and fair value less costs to sell if
their carrying amount is recovered principally through
a sale transaction rather than through a continuing
use. However, the measurement of financial assets
held for sale follows their accounting policies depicted
in Note 2.11.
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2 XEETEX#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued) 129

215 RERBAEEEY 2.15 Cash and cash equivalents
BehIReZEYREFEIR Cash and cash equivalents include cash in hand,
© - WITBAGER - REEBHEA deposits held at call with banks and other short-
@A THEMEBHSR term highly liquid investments with original maturities
MRE - of three months or less.

2.16 lR7< 2.16 Share capital

R R o Ordinary shares are classified as equity.

BEEFBEBREITHRIBREDN Incremental costs directly attributable to the issue
ST A E RS RFTE KA of new shares or options are shown in equity as a
B (HBRTIE) - deduction, net of tax, from the proceeds.

2.17 ¥ EATR 2.17 Trade payables
XBENRITAR R EER - Trade payables are recognised initially at fair value
HEFMBERF EERE HK A and subsequently measured at amortised cost using
FTE ° the effective interest method.
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2 FESTEX@#) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
130 POLICIES (continued)
2I8ERRAEBRERE &F 2.18 Borrowings and convertible note/bonds
ERVREA R ELNREES Borrowings are recognised initially at fair value, net
RGEARMER o BEREBIZEH of transaction costs incurred. Borrowings are
BATER TSR (B SK subsequently stated at amortised cost; any difference
N)EREOEENENEZEIRAE between the proceeds (net of transaction costs) and
BAEERERBEANTEERZ R the redemption value is recognised in the income
TR o statement over the period of the borrowings using

the effective interest method.

R FEREE - ATRIRER & At the initial recognition, the fair value of the liability
F(MEHEEEZRNRIN AE portion of a convertible note/bonds (apart from those
HBHOO A BENAEERIER B with settlement options) is determined using a market
BEEBEENTMSHXRERE - interest rate for an equivalent non-convertible note/
e BREHEANAELERERR bonds. This amount is recorded as a liability on an
& BEEEE BEFAWELBRNK amortised cost basis until extinguished on conversion
BEIMOBER B LE - TG KAIERER or maturity of the note/bonds. The remainder of the
DEERRE - EERRERT proceeds is allocated to the conversion option. This
R - WHRMAENHEE o is recognised and included in shareholders’ equity,
net of income tax.
MEZ#EEEENATRRES D Convertible bonds with settlement options are
ERBaEmERER - ATRR classified as financial liabilities instead of equity.
BEFRARVTETIAEERAIRRK Embedded derivatives of the convertible bonds are
BEFTEBBERAREGE F H carried at fair value as derivative liabilities and the
ARBEZEHEBERRTER - changes in the fair value are recognised in the income
AMEREFNBEISHD BFIEXR statement. The liability portion of convertible bonds
HERZITEBBEVBARBEEDN is the balance after deducting the initial fair value
BREE - BB IREHN AT E - of the derivative liabilities of convertible bonds from

the proceeds, which is subsequently carried at
amortised cost.

RIEREBEERGEGENNGEE Borrowings are classified as current liabilities unless
WEERTLE#ERRERD T = the Group has an unconditional right to defer settlement
@A BRAERSBARDE of the liability for at least 12 months after the balance
& o sheet date.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19

2.20

Borrowing costs

Borrowing costs incurred for the construction of any
qualifying asset are capitalised during the period
that is required to complete and prepare the asset
for its intended use. Other borrowing costs are
expensed when incurred.

Current and deferred income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantially enacted
at the balance sheet date in the countries where
the Company, and its subsidiaries, jointly controlled
entities and associates operate and generate taxable
income. Management periodically evaluates positions
taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation
and establishes provisions where appropriate on
the basis of amounts expected to the paid to the
tax authorities.

Deferred income tax is provided in full, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial
statements. However, the deferred income tax is
not accounted for if it arises from initial recognition
of an asset or liability in a transaction other than a
business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss.
Deferred income tax is determined using tax rates
(and laws) that have been enacted or substantially
enacted by the balance sheet date and are expected
to apply when the related deferred income tax asset
is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the
extent that it is probable that future taxable profit
will be available against which the temporary
differences can be utilised.

¥} 2007 Annual Report FEIEEIER B R A 7] Shenzhen International Holdings Limited

131



132

2

E 755 3 2% B 7%
to the Consolidated Financial Statements
T2 B LB F o BENM)

K dollar thousands unless otherwise stated)

TESHEE #)

220 EMIRIEEFEH ()

BIEFSHAMBE AR -

it Skt
it =

AIRAREFHEBRARKREEL
ZERZEMAEEG  BREAK
BMa AZEHERER 2 HDOR

B

CMEREZREAREERE

AJBE N B AIERSN o

221 EEER

(a)

BRHREEF

AEERBEEERHIEATE
EERIISBEERZ2MZ
2RBAEBEERITEHAMRNK
o8 B 1 A T8 & R KR A A
g e tHh REERFERE
o BRI 3% 32 B FROE FGR AR
AHEIER - BRUL 25 - AR
B IR O E S E B E S
HE— B

EEMACHARTERZE -
AEER—EABLERI
B E A RRETE - AE
EEHET 7HARIZETIER
Yo XBEDLEE - R»
BaiRPINEZRARESIER
SERFEANEMZSIE
S B2 R -

2

eertfl

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.20 Current and deferred income tax (continued)

2.21

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
associates and jointly controlled entities, except where
the timing of the reversal of the temporary difference
is within the control of the Group and it is probable
that the temporary difference will not reverse in the
foreseeable future.

Employee benefits

(@)

Pension obligations

The Group operates a defined contribution
retirement benefits scheme, Mandatory Provident
Fund (the “MPF Scheme”), under the Mandatory
Provident Fund Ordinance in Hong Kong for
all Hong Kong employees who are eligible to
participate in the MPF Scheme. Besides, the
Group participates in defined contribution
retirement schemes organised by the local
government authorities in PRC. Apart from these,
the Group has no legal or constructive obligations
for further payments.

A defined contribution plan is a pension plan
under which the Group pays fixed contributions
into a separate scheme. Contributions payable
or paid by the Group and employees are
calculated as a percentage of employees’ basic
salaries. The amounts of employee benefit
expenses charged to the income statement
represent the contribution payable or paid by
the Group to the scheme during the Year.
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2.21 Employee benefits (continued)
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(b) Share-based compensation

The Group operates an equity-settled, share-
based compensation plan. The fair value of the
employee services received in exchange for
the grant of the options is recognised as an
expense. The total amount to be expensed over
the vesting period is determined by reference
to the fair value of the options granted, excluding
the impact of any non-market vesting conditions
(for example, profitability and sales growth
targets). Non-market vesting conditions are
included in assumptions about the number of
options that are expected to vest. At each balance
sheet date, the Group revises its estimates of
the number of options that are expected to
vest. It recognises the impact of the revision
of original estimates, if any, in the income
statement with a corresponding adjustment to

REAE

RAREAT RS - WU BT
BRNBREAEERRENR
SRAE - BARAK (EHE)
M (E -
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits (continued)

(c) Profit sharing and bonus plans

The expected cost of profit sharing and bonus
payments are recognised as liabilities when the
Group has a present legal or constructive
obligation as a result of services rendered by
employees and a reliable estimate of the
obligation can be made.

Liabilities for profit sharing and bonus plans
are expected to be settled within the next 12
months and are measured at the amounts
expected to be paid when they are settled.
The amounts paid and payable during the Year
are recognised as employee benefit expense.

2.22 Revenue recognition

Revenue comprises the fair value of consideration
received or receivable for the sales of services in
the ordinary course of the Group’s activities. Revenue
is shown, net of rebates and discounts and after
eliminating sales within the Group.

The Group recognises revenue when the amount
of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity
and specific criteria have been met for each of the
Group’s activities as described below. The amount
of revenue is not considered to be reliably measurable
until all contingencies relating to the sale have been
resolved. The Group bases its estimates on historical
results, taking into consideration the type of customer,
the type of transaction and the specifics of each
arrangement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Revenue recognition (continued)

(a) Sales of services

Sales of services are recognised in the accounting

period when services are rendered.

(b) Toll revenue

Toll revenue from operation of toll roads is

recognised on a receipt basis.

(c) Interest income

Interest income is recognised on a time-
proportion basis using the effective interest
method. When a receivable is impaired, the
Group reduces the carrying amount to its
recoverable amount, being the estimated future
cash flows discounted at original effective interest
rate of the instrument, and continues unwinding
the discount as interest income. Interest income
on impaired loans is recognised using the original

effective rate.

(d) Dividend income

Dividend income is recognised when the right

to receive payment is established.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Operating lease

(@)

(b)

When a group company is the lessee

Leases where a significant portion of the risks
and rewards of ownership are retained by the
lessor are classified as operating leases.
Payments made under operating leases (net
of any incentives received from the lessor) are
charged to the income statement on a straight-
line basis over the period of the lease.

When a group company is the lessor

When assets are leased out under an operating
lease, the asset is included in the balance sheet
based on the nature of the asset.

Lease income from operating lease is recognised
over the term of the lease on a straight-line
basis.

2.24 Deferred income — government grants

Grants from the government are recognised at their
fair value where there is a reasonable assurance
that the grant will be received and the Group will
comply with all attached conditions.

Government grants relating to costs are deferred
and recognised in the income statement over the
period necessary to match them with the costs that
they are intended to compensate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.24

2.25

Deferred income - government grants
(continued)

Government grants relating to the purchase of
property, plant and equipment are included in non-
current liabilities as deferred government grants and
are credited to the income statement on a straight-
line basis over the expected lives of the related assets.

Dividend distribution

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders.

FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, cash flow
interest rate risk, fair value interest rate risk and
price risk), credit risk and liquidity risk. The Group’s
overall risk management programme focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s
financial performance. The Group uses derivative
financial instruments to hedge certain risk exposure.

Risk management is carried out under the policies
approved by the Board of Directors. The Group
identifies, evaluates and hedges financial risks in
close co-operation with its operating units. The Board
provides principles for overall risk management, as
well as policies covering specific areas, such as foreign
exchange risk, interest rate risk, credit risk, use of
derivative financial instruments and non-derivative
financial instruments, and investment of excess
liquidity.
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. 3 HKRABRERE (&) 3  FINANCIAL RISK MANAGEMENT (continued)
3.1 MERREE (&) 3.1 Financial risk factors (continued)
(a) BE¥EMR (@) Currency risk

REEFERNFEMRLE The Group mainly operates in the PRC with
B HBRATOHXHAA most of the transactions settled in Renminbi
RE&EE - RZ_FTELF (“RMB”). As at 31 December 2007, cash and
“A=+—8 FxEEZ bank balances of HKD305,808,000 (2006:
MR e RRITHERGBEE HKD16,679,000) and bank borrowings of
305,808,000 (=& &N HKD253,293,000 (2006: HKD519,380,000) were
& : #E¥16,679,0007T) & denominated in Hong Kong dollars (“HKD”);
T B R OB K and cash and bank balances of HKD86,301,000
253,293,000 (ZZFE X (2006: HKD6,354,000), bank borrowings of
F : #%519,380,0007T) A HKD7,332,000 (2006: HKD9,524,000) and
BEEE UREPRER money market fund of HKD389,648,000 (2006:
R1TF XA H86,301,000 HKD398,363,000) which were denominated in
T(ZZEZEREFE : % United States dollars (“USD”), respectively. Apart
6,354,0007T) - RITE K& from these, the Group did not have significant
E#7,332,0000 (ZEE X exposure to foreign exchange risk. Nevertheless,
& : &¥9,524,000T) M E the conversion of RMB into foreign currencies
B om s K & 5t B K is subject to the rules and regulations of foreign
389,648,000 T (ZEZ X exchange control promulgated by the PRC
F : #%398,363,0007T) M government.

ETTEHE - RIS - K&

ETAESHEEEXNNINER

o A - HARKERS
SN 52 Fh B IR 28 4 O SN

EHRGIEE -
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3 HKERABRERE (&) 3  FINANCIAL RISK MANAGEMENT (continued)
139
3.1 B¥RAREER (&) 3.1 Financial risk factors (continued)
(a) B¥RER (&) (@) Currency risk (continued)
E’\_7 E+F+-RA=+— As at 31 December 2007, should RMB be
BREAREH AR E weakened/strengthened by 5% against HKD
Tl:ﬁi B,/ FE5%  MATAH or USD, with all other factors remain unchanged,
HEZEFTE - AHEERH the profit after taxation would be affected as
EIEOZENT follows:

HBRB A BOZE—EMN (8D)
Change of profit after income
tax - increase/(decrease)

rEH AT
Group Company
2007 2006 2007 2006
AR H B RMB: HKD
—B21E5% - Weakened by 5% 2,060 (21,523) 11,869 (7,516)
— F1E5% - Strengthened by 5% (2,060) 21,523 (11,869) 7,516
ARBHET RMB: USD
—B21E5% - Weakened by 5% 18,383 16,920 15,419 17,207
— F1E5% - Strengthened by 5% (18,383) (16,920) (15,419) (17,207)
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b) Cash flow and fair value interest rate risk

Apart from cash and cash equivalents, the Group
has no significant interest-bearing assets. The
Group’s income and operating cash flows are
substantially independent of changes in market
interest rates. Fluctuation of market rates does
not have significant impact to the operating

cash flows.

The Group’s and Company’s interest-rate risk
arises from long-term borrowings and balances
with subsidiaries. Borrowings issued at variable
rates expose the Group to cash flow interest
rate risk. The balances with subsidiaries issued
at fixed rates expose the Company to fair value
interest rate risk. During 2007 and 2006, the
Group’s borrowings at variable rates were mainly
denominated in HKD, RMB and USD. For bank
borrowings in the PRC, the interest rate would
be adjusted accordingly should the lending rate
promulgated by the People’s Bank of China

be changed.

The Group manages its cash flow interest rate
risk of a long term loan by using floating-to-
fixed interest rate swaps (Note 17). Such interest
rate swaps have the economic effect of
converting borrowings from floating rates to
fixed rates. Under the interest rate swaps, the
Group agrees with other parties to exchange,
at specified intervals, the difference between
fixed contract rates and floating-rate interest
amounts calculated by reference to the agreed

notional amounts.
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b) Cash flow and fair value interest rate risk

(continued)

As at 31 December 2007, the average balance
of bank borrowings of the Group, which were
issued at floating rates and not covered by the
interest rate swaps, amounted to approximately
HKD1.35 billion (2006: HKD1.45 billion). As at
31 December 2007, should the interest rate
be increased/decreased by 50 basis points,
the financial cost of the Group would be
increased/decreased by approximately
HKD®6,750,000 (2006: HKD7,250,000).

The convertible note and bonds (Note 26(a)
and 26(b)(i) held by the Group at the beginning
of the year had been fully converted into the
Company’s ordinary shares during the Year.
The convertible bond as at 31 December 2007
were issued on 29 December 2007 (Note 26(b)(ii)).
Accordingly, as at 31 December 2007, there
was no significant fair value interest rate risk
arising from convertible note and convertible

bonds to the Group.
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0 3 HKRABRERE (&) 3  FINANCIAL RISK MANAGEMENT (continued)
3.1 B¥EAREZR (&) 3.1 Financial risk factors (continued)
(c) ERER (c) Price risk
REBTMAZEmERR The Group is not exposed as included assets
b2 - REERKRBENEAAE commodity price risk. The Group is exposed
FEREBEmLER I EEA to equity securities price risk for the financial
ZRENERRER  AEE assets at fair value through profit or loss. The
REZEARBEERBERT Group holds shares of CSG Holding Co., Ltd.,
R BEERRAINES (“CSG”), a company listed in the Shenzhen Stock
RS (ERFT]) Emze Exchange, which are classified as financial assets
AEEERMDABRAF at fair value through profit or loss (Note 19).
(TEEEE]) MAIRBRE The Group determined their fair value with
(BH3E19) » WAFRTEE reference to the share price of CSG as at year-
BREAAEZE - REEHE end. Should the share price of CSG be increased/
SER-_ZEFTLFEHKRE decreased by 5% as at year-end, with all other
B EHA"T¥E%, MATHE factors remain unchanged, the following financial
HAZEFIE, HFER impact would be resulted from these equity
BIEHAEEHEEUTH investments:
%
HERBEFBNE
—#m, CR2)

Change of profit after income
tax - increase/(decrease)

2007 2006

gl Share price

TiEA
— FH5% - Increased by 5% 25,118 N/A

TEA
— T 5% - Decreased by 5% (25,118) N/A
SEAKFE41@QBANARETEN Please refer to Note 4.1(a) for analysis of price
BAAHHE M BEENERRR K risk and sensitivity for significant available-for-
BRRME DT © sale financial assets carried at fair value.
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FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(d) Credit risk

Credit risk is managed on a group basis. Credit
risk arises from cash and cash equivalents, and
exposures to the customers and other
receivables. Transactions are limited to high
credit quality banks and financial institutions.
Individual credit limits granted to customers
would be set with reference to internal on external
ratings as determined by the directors. The credit

limits are reviewed periodically.

The table below shows the balance of bank
balances and cash equivalents by counterparties

as at 31 December 2007 and 2006:

SEFHNNE -
AEE LN
Group Company
2007 2006 2007 2006
(& 5)
(Restated)
s HIRTT State-owned banks
in PRC 90,057 110,467 - —
Hith & pirs Other financial
institutions 2,289,334 846,170 695,618 406,976
2,379,391 956,637 695,618 406,976
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(d) Credit risk (continued)

(e)

No significant credit risk is expected as the
state-owned banks in PRC and other financial
institutions are the listed banks or large/medium
sized commercial and investment banks.

No credit limits were exceeded during the Year.
Management does not expect any losses from
non-performance by these counterparties.

The Group does not have significant credit
concentration risk. The carrying amounts of
cash and cash equivalents and trade and other
receivables substantially represent the Group’s
maximum exposure to credit risk.

Liquidity risk

Prudent liquidity risk management includes
maintaining sufficient cash and marketable
securities, the availability of funding from an
adequate amount of committed credit facilities
and the ability to close out market positions.
Due to the dynamic nature of the underlying
businesses, the Group maintains flexibility in
funding by maintaining availability under
committed credit lines.

Management monitors the liquidity of the Group
through performing rolling forecasts of the
Group’s liquidity reserve, which comprises
undrawn borrowing facilities (Note 25) and cash
and cash equivalents (Note 22), on the basis
of expected cash flows.
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FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)
(e) Liquidity risk (continued)

The table below shows the Group’s and the
Company’s financial liabilities and net-settled
derivative financial liabilities into relevant maturity
groupings based on the remaining period at
the balance sheet to the contractual maturity
date. The amounts disclosed in the table are
the contractual undiscounted cash flows.
Balances due within 12 months equal their
carrying balances, as the impact of discounting

MEREREE -

is not significant.

122K 2E5FR
1%L Between1 Between?2 5F L E
Less than and and Over
1 year 2 years 5 years 5 years
KE Group
R-ZBZLHF At 31 December 2007
+=—A=+—8H
RITE K Bank borrowings 1,018,114 80,143 136,645 33,439
PTETEIT A Derivative financial
instruments — — 1,869 —
A 2 IR B 25 Convertible bond - — 1,727,500 -
F 7% R H A FE T K Trade and other
payables 328,926 — — —
R-ZBZREF At 31 December 2006
+=A=+—8H
RITER Bank borrowings 324,961 148,462 402,281 759,806
PTETEIT A Derivative financial
instruments — — 1,758 —
Al AR (5 5 Convertible bonds — — 448,305 —
AR R IR Convertible note 330,000 — — —
D ERR R AE K Amount due to
a minority
shareholder — 19,231 — —
F 75 R H A FE T K Trade and other
payables 267,873 — — —
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3  FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(e) Liquidity risk (continued)

122FR 2E5FR
1%L Between1 Between 2 5F L E
Less than and and Over
1 year 2 years 5 years 5 years
¥ NN Company
R=ZBZtLHF At 31 December 2007
+=ZA=+—8H
A2 IR B 25 Convertible bond - — 1,727,500 -
H A FE 1 3K Other payables 2,405 = = =
FEATBT B A R FRIB Amounts due
to subsidiaries 2,493 — — —
R=ZBZERX At 31 December 2006
+=BA=+—8
RITER Bank borrowings 189,900 — — —
AI R (& 55 Convertible bonds - — 448,305 —
Gl = Convertible note 330,000 — — =
H A FE 3K Other payables 2,507 = — —
FEATBT B A R FRIB Amounts due to
subsidiaries 1,859 — — —
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FINANCIAL RISK MANAGEMENT (continued)

3.2 Capital risk management

The Group’s objectives when managing capital are
to safeguard the Group’s ability to continue as a
going concern in order to provide returns for
shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to reduce
the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid
to shareholders, return capital to shareholders, issue
new shares or sell assets to reduce debt.

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing ratio.
This ratio is calculated as debt divided by total equity.
Debt is the total borrowings (including current and
non-current borrowings as shown in the consolidated
balance sheet).

During 2007, the Group’s strategy, which was
unchanged from 2006, was to maintain a gearing
ratio within 20%. The gearing ratios at 31 December
2007 and 2006 were as follows:

2007 2006
REE (M525) Total borrowings (Note 25) 1,196,548 1,550,246
BrER Total equity 7,477,406 4,291,288
BBt = Gearing ratio 16% 36%
—EEFEERNEFHTER AL The movement in the gearing ratio in 2007 was primarily

ERACAREERMNGAENRS

B (ME31) -

resulted from the disposal of shares of CSG, leading
to a substantial increase in cash and cash equivalents
(Note 31).
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FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation

The fair value of financial instruments traded in active
markets (such as trading and available-for-sale
securities) is based on quoted market prices at the
balance sheet date. The quoted market price used
for financial assets held by the Group is the current
bid price.

The fair value of financial instruments that are not
traded in an active market (for example, over-the
counter derivatives) is determined by using valuation
techniques. The Group uses a variety of methods
and makes assumptions that are based on market
conditions existing at each balance sheet date. Quoted
market prices or dealer quotes for similar instruments
are used for long-term debt. Other techniques, such
as estimated discounted cash flows, are used to
determine fair value for the remaining financial
instruments. The fair value of interest rate swaps is
calculated as the present value of the estimated
future cash flows. The fair value of the derivative
liability of the convertible bonds is determined with
reference to the results of valuations performed by
independent and professionally qualified valuers.

The nominal value less impairment provisions of trade
and other receivables and the nominal value of trade
and other payables approximate to their fair values.
The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market interest
rate that is available to the Group for similar financial
instruments.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

Estimates and judgments are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances.

41 Critical accounting estimates and
assumptions

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that
have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within
the next financial year are discussed below.

(a) Fair value of available-for-sale financial assets

The fair value of unlisted available-for-sale equity
investments without active market requires
valuation techniques to determine. The available-
for-sale financial assets held by the Group include
the shares of CSG with lock-up periods (Note
15). The Group engaged an external independent
valuer to determine their fair values. Reference
to recent market transaction price was made
and the market comparison method based on
the peer group’s financial ratios such as
companies’ enterprise value to earnings before
income tax, depreciation and amortisation, price-
to-earnings and price-to-book was applied.
Valuation techniques were adopted to assess
the reasonableness of the fair value. The valuation
result represents a discount of 62% on the
unrestricted listed share price of CSG as at
31 December 2007.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)

4.1 Critical accounting estimates and
assumptions (continued)

Should the discount rate be deviated by 5%
from that estimated by management, with all
other factors remain unchanged, the available-
for-sale financial assets and other reserves (net
of tax) would be adjusted as follows:

AHHECHHREER
HHMREE RBEE) B
FE-Em (RD)
Change of available-for-sale
financial assets and other
reserves (net of tax) -

increase/(decrease)
2007 2006
wm=E Discount rate
TiEA
— 5% - Decreased by 5% 111,350 N/A
TEA
— FH5% - Increased by 5% (111,350) N/A

4.2 FERASEE T BUR KR A

() DA (EE B R B
T A 2 BT A
B S

R-ZTEREFE  ~AEEHH
[REGE R R B EE TR
BOENRE  AKERBERE
BEENBREE-—BRREN
‘- AL BEARDE

=
=
=

4.2 Critical judgments in applying the Group’s

accounting policies

(a) Classification of financial assets classified as
fair value through profit or loss and available-
for-sale

During 2006, CSG, the former associate of the
Group, completed its share reform scheme.
The shares of CSG held by the Group will be
tradable in phases in the stock market after
the stipulated lock-up periods.
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JUDGMENTS (continued) 151

4.2 ERAASEESTBRNEREH B 4.2 Critical judgments in applying the Group’s
(& accounting policies (continued)

REEREBZR P L EMEF
MEEERG @ WRIERER
AREEEAAEEMEE N
A AEERFAENEEER
B BREITEHXZHR
MUARBRERANRKD - &
EEIRE BT ERII[ SR
TE : #RMEINESI,

UM EEENRODE
REARBEEBBERLTEREZ
B EE (MFE19) A4
BB EE (HiE15) ° it
BOBRTEHELEKRAR -
FEEH LB AT, ANEE
EFETHRAENEEERR
MEOFEEE -

ERMBEENSTBRRSD
BMEE2.11

During the Year, the Group gradually disposed
of the CSG shares and accordingly derecognised
its interests in CSG as an associate. The shares
of CSG held by the Group include freely tradable
shares and restricted shares with lock-up periods.
They were classified as financial assets at fair
value through profit or loss (Note 19) and
available-for-sale financial assets (Note 15)
according to the guidance in HKAS 39 ‘Financial
Instruments: Recognition and Measurement’.
This classification requires significant judgment.
In making this judgment, the Group evaluated
the intention of holding the shares of CSG at
inception.

Please refer to Note 2.11 for the accounting
policies for financial assets.
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4.2 FERZASSEE S BUR 89 B 82

(&)

(b) EEEMWHMETE
RIABTEE - NRRAIELEM
HHNWRESETERBHNE

NAINREERER - EX
RERENRBETK KW
BERRNKRE RRNIHE A
AR B ENETIEERE
iz o =S KRRBRBERBE
mEBIABTTIEE R B
At - ARREHEEEE
ERBTT

AEEBR=_ZEZTLF+=A
W EER (1) - L&
M WEB AR REBEER
RAVEARRREELEMET H
ReMETBLBEETE - ER
I EEBNLEBERBERF
A RRERR M ER
5B ZET+F+-_A=+
NB)BAARBIERERAT
MINGEEY  ZEBTESLE
BESEMNHE -

ollar thousands unless otherwise stated)
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)

4.2 Critical judgments in applying the Group’s
accounting policies (continued)

(0)

Determination of functional currency

In prior years, the Company generated and
expended cash mainly attributable to its
investments in subsidiaries. Significant investment
decisions were concluded in Hong Kong.
Investments in and dividends from subsidiaries
are mainly denominated in Hong Kong dollar.
Moreover, the Company also enters into
significant financing activities and the currency
of which is Hong Kong dollar. As such, the
Company determined Hong Kong dollar as the
functional currency.

Following the completion of the acquisition of
Bao Tong in December 2007 (Note 1), Logistics,
toll road and related business became the main
business of the Group, affecting the generation
and expenditure of cash of the Company. Since
these activities are located in the PRC, the
Company has determined its functional currency
as RMB on the completion of the acquisition
(i.e. 29 December 2007). This determination
involves significant judgment by management.
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5 BE—EH4THERBSHNEHAEZE 5 ADJUSTMENTS FOR COMMON CONTROL

COMBINATIONS 153
Wit ATt - AFEARERET TR As depicted in Note 1, the Group undertook certain common
—EHTHERBES  UTREAEH control combinations during the Year. The following
it EHRE EERRR T E demonstrates the effect of adopting merger accounting

for common control combinations on the consolidated
balance sheets:

R-ZEELFT_A=+—HEEEE Consolidated balance sheet at 31 December 2007:
BEX:
RO0TERBNEHER
Combining entities acquired in 2007
AEE AEE
(FR&H (FREH
gititH) gitih)
Group Group
(oefore adopting ~~ FEBUR [ Ji] L (after adopting
merger ~ Western  Shenzhen Bao il merger
accounting)  Logistics EDI Tong Adjustments accounting)
Wake K
Note (] Note (b)
BT Original investments
FRE in combining entities 95,613 - - - (95,613) - -
AfyEE-#E Other assets - net 7366501 526551 21757 1,578,980 (2,018,693)  (3,780) 7,477,406
AENE Net assets 7,462,204 526,551 21,757 1,578,980 7,477,406
KA Share capital 3,043,104 459,187 21,00 1,612,829 (2,092,996) - 3,043,104
i Other reserves 1,198,799 7517 2,893 4,821 (3643) 221826 143,213
alGE Merger reserve - - - - (193454)  (872,926) (1,066,380)
RERH/ Retained earnings /
(Bt EE) (accumulated losses) 3220801 59,541 383 (97550)  (38,963) 647,320 3,794,483
DERRER Minority interest - 356 - 58880 214750 - 213,986

7,462,204 526,551 21,757 1,578,980 7,471,406
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ADJUSTMENTS FOR COMMON CONTROL

(&) COMBINATIONS (continued)
R-EERNF+_A=1+—HHGEEEE Consolidated balance sheet at 31 December 2006:
BERX
12007 EfHRMANER
Combining entities acquired in 2007
8- 8-
(4R3I (@E5)
Group  EBUR [ 2 g8 Group
(as previously ~ Westem  Shenzhen Bao Bl (as
reported)  Logistics EDI Tong Adjustments restated)
Kzl i3k (o)
Note (g Note (b)
BT Original investments
ERE in combining entities 95,613 - - - (%613 - -
EEE-$8 Other assets - net 3,594,421 424,550 26,020 250,077 - (3,780) 4,291,288
2ERE Net assets 3,690,034 424,550 26,020 250,077 4,291,288
K& Share capital 1952,662 377,209 19,858 281,715 (678,777) - 1,952,662
Hthfih Other reserves 239,162 6,180 778 928 (2643) 221826 466,231
alaE Merger reserve - - - - 40321 (72926)  (430,605)
REEH/ Retained earnings /
(Z:1ER) (accumulated losses) 1,420,774 40,838 5380 (31,080)  (31824) 647,320 2,051,408
YRR ER Minorty interest 77436 323 - (1,477) 175310 - 25159
3,690,034 424,550 26,020 260,077 4,291,288
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ZEGHHEE - ZEAHREEREEREM
BES -

“ERTNFERECRER AR A REE —
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BYH TS FHBNAHERAOFILIRE
2 HPBER ST FHBEASWRE
AEBHAITMTETHILEF AR
42,000,0007T (4 &8%42,853,0007T) °

Notes to the Consolidated Financial
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(All amounts in HK dollar thousa

ADJUSTMENTS FOR COMMON CONTROL
COMBINATIONS (continued)

Note (a):

Note (b):

The above adjustments represent elimination of the share capital
of the combining entities under common control (Note 1) against
the investment cost. The difference has been recorded as merger
reserve in the consolidated financial statements. Adjustments
are also made to minority interest as a result of the combinations.

The above adjustment represents elimination the share capital
and share premium for the combining entities under common
control against the investment cost for combinations happened
before 1 January 2006. The difference has been recorded as
merger reserve in the consolidated financial statements.

The investment cost eliminated in 2006 included the balance of
the investment in combining entities acquired in 2007 as at 31
December 2006.

The investment cost eliminated in 2007 included the balance of
the investment in combining entities acquired in 2007 as at 31
December 2006, and the additional investment in 2007 in combining
entities acquired in 2007. This included the additional capital
injected into Western Logistics amounting to RMB42,000,000
(approximately HKD42,853,000) by the Group after the completion
of acquisition of Western Logistics in 2007.

155
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6 SEGMENT INFORMATION

Primary reporting format - business segments

(1)
@)
3)

Logistic business;
Investment holding; and
Manufacturing business.

Year ended 31 December 2007

As at 31 December 2007, the Group and its associates
are organised into three main business segments:

3 N
27/ (B#8)
geBEq Share of
E¥H | Operating profit/(loss) of By
Turnover profit  associates Total
MRER Logistic business
-UNS Toll roads 451,888 226,089 215,081 441,170
miwE Logistic parks 125,517 47,534 (623) 46,911
MR R% Logistic service 231,928 1,021 1,228 2,249
RELR Investment holding 44,652 2,167,445 (620) 2,166,825
BUEXK Manufacturing business - - 31,671 31,671
853,985 2,442,089 246,737 2,688,826
PR R 1 7% Profit before finance costs
AR &7 and tax 2,688,826
B g Finance income 42,422
A Finance costs (97,245)
ABREFITE Fair value loss on derivative
BEARER liability of convertible
EX2E#E bonds (196,173)
KA —F Finance costs - net (250,996)
BR%E AT B R Profit before income tax
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2,437,830



iR A B S TR

Notes to the Consolidated Financial St
(BRSIEEA) - FESE

l"k;.h_._‘ L (All amounts in HK dollar thousands u

6 DIER B 6 SEGMENT INFORMATION (continued)
157
FERERR -EBS T (B) Primary reporting format - business segments
(continued)
BZ-_ZZtE+-HA=1+—RHLEE Year ended 31 December 2007

Logistic  Investment Manufacturing ot
business holding business Total
BE Assets 4,517,487 3,961,144 - 8,478,631
NG Associates 2,545,463 - - 2,545,463
BEE Total assets 7,062,950 3,961,144 — 11,024,094
mef Total liabilities 2,221,987 1,324,701 - 3,546,688
Hftt 5 E Other segment items
BARHEY Capital expenditure 312,375 821 - 313,196
e Depreciation 82,354 687 - 83,041
# Amortisation 55,253 - - 55,253
MET R T HER Reversal of impairment
BRERE provisions of leasehold
ZE[ land and land use rights
(K15E9) (Note 9) (7,000) - - (7,000)
B EE Impairment of intangible
BE (1) assets (Note 11) 12,885 - - 12,885
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TEBER (&) 6 SEGMENT INFORMATION (continued)
FERERR -EB I (B) Primary reporting format - business segments
(continued)
BHE_TTEXFTA=T—HLEFE Year ended 31 December 2006 (as restated)
(#&&E35))
JEILHEE A
&Fl/ (E8)
| Share of
= Operating  profit/(loss) of ok
Turnover profit associates Total
MREH Logistic business
Ih§-¥N Toll road 211,548 110,206 174,364 284,570
MnE Logistic parks 103,789 37,350 (2,225) 35,125
W AR 75 Logistic service 214,543 1,782 910 2,692
REER Investment holding 6,669 33,452 (12,669) 20,783
BEEK Manufacturing business — — 90,032 90,032
536,549 182,790 250,412 433,202
8 B B 7 Profit before finance costs
AR &7 and tax 433,202
L L Finance income 28,607
BBHA Finance costs (129,004)
RREFTEERE Fair value loss on derivative
AAEEHEL BB liability of convertible bonds (82,449)
B A—FE Finance costs - net (182,846)
BB A0 B R

Profit before income tax 250,356
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SEGMENT INFORMATION (continued)

Primary reporting format - business segments
(continued)

Year ended 31 December 2006 (as restated)

MnFE% REERR HERH
Logistic  Investment Manufacturing 1Bz
business holding business Total
BE Assets 3,282,932 958,765 — 4,241,697
NG Associates 2,198,968 - 658,100 2,857,068
BEE Total assets 5,481,900 958,765 658,100 7,098,765
“aE Total liabilities 1,767,128 1,040,349 — 2,807,477
Htt 2 BEE Other segment items
BARX Capital expenditure 324,264 154 - 324,418
e Depreciation 32,358 3,169 - 35,527
3 Amortisation 49,170 253 - 49,423
MELH R TH Reversal of impairment
FRERBERS provisions of leasehold
28 (ffzE9) land and land use rights
(Note 9) (7,549) — — (7,549)

DEHEETEBRERYE « BB MEHE -
REWE MET R LHMERE &
TR BIEEE  REBERRZE
@ AIHHEZMKEEE - HMIERE
BE HBAIHZMBEE BAAE
BEBRBCHRLMBEE BIEFEZ
FRBEE  FHREMBUKEEE

BE -

DHEAERRER  IREREERERE
7 RIEFBHRAR - BEWA - D&
BRERER - BNFAER  TERERE
BRIE -

BART BREEYE  BEKLEE &
Ly HELHRTHERE - E2
TRREFEENAE  BREBAWE
HAZEHEEARELENAIE (M
789 10K11) ¢

Segment assets consist primarily of property, plant and
equipment, investment properties, leasehold land and
land use rights, construction in progress, intangible assets,
investments in associates, available-for-sale financial assets,
other non-current assets, held-to-maturity financial assets,
financial assets at fair value through profit or loss, non-
current assets held for sale, trade and other receivables
and operating cash.

Segment liabilities comprise borrowings, convertible note
and bonds, deferred tax liabilities, deferred income, amount
due to a minority shareholder, income tax payable, derivative
liability and operating liabilities.

Capital expenditure comprises additions to property, plant
and equipment, investment properties, leasehold land
and land use rights, construction in progress and intangible
assets, including additions resulting from acquisition of
a jointly controlled entity (Notes 7, 8, 9, 10 and 11).
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SEGMENT INFORMATION (continued)

Primary reporting format - business segments
(continued)

During the first half year of 2007, the Group disposed of
the equity interest of Tianjin CSG Architectural Glass Co.,
Ltd. (“Tianjin CSG”) and certain shares of CSG. The Group
no longer has significant influence on the operating, financial
and policy decisions of Tianjin CSG, and CSG, and
derecognised investments therein as associates of the
Group. Nevertheless, the disposal of manufacturing
business, one of the businesses engaged by the associates,
did not constitute discontinued operations.
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DEER (&) 6 SEGMENT INFORMATION (continued)
161
REHRELN — &5 & Secondary reporting format - geographical
segments
REBN=EXZBoHEEERFELK The Group’s three business segments operate in Hong
& o Kong and the PRC.
2007 2006
(ge&E7)
(Restated)
R Turnover
BB Hong Kong - —
H The PRC 853,985 536,549
853,985 536,549
EXEBRBEFPAENEESH#THE Turnover is allocated based on the territory in which the
customers are located.
REE Total assets
BE Hong Kong 1,047,068 846,702
i The PRC 9,977,026 6,252,063
11,024,094 7,098,765
BEERBEEMTME DA © Total assets are allocated based on where the assets
are located.
BXRX Capital expenditure
BE Hong Kong 214 154
] The PRC 312,982 324,264
313,196 324,418
BEARTIBBEEMEHE S Capital expenditure is allocated based on where the assets
are located.
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DEER (&) 6 SEGMENT INFORMATION (continued)
EERRER D Analysis of turnover by category
2007 2006
(5e&E7)
(Restated)
YIm ¥ Logistic business
i & - Logistic parks 125,517 103,789
- YIRIRSER - Logistic service business 231,928 214,543
Il E=gN Toll roads 451,888 211,548
TEER Investment holding 44,652 6,669
853,985 536,549
ME - -BRERSZE KB 7 PROPERTY, PLANT AND EQUIPMENT - GROUP
B
i) RERRE
NEEE E&  Fumitue,  WEAR
#F  Leasehold Motor ~fixtures and Toll At
Buildings improvements vehicles  equipment roads Total
R-BEAE-F—-F EEF  At1January 2006, as restated
RASfEE Cost or valuation 331,067 6,839 18,036 13755 964,458 1,457,956
Zithe Acoumulated depreciation (22,700 (5,196) (8956)  (38,414) (1345)  (76,611)
B Net book amount 308,367 1,643 9,080 99,142 963,113 1,381,345
BZ-EZE+Z5R Year ended 31 December
ST-RALEEE K& 2006, as restated
ENRAFE Opening net book amount 308,367 1,643 9,080 99,142 93,113 1,381,345
WELREHER Acquisition of a jointly
NG 3 controlled entity - 467 16,803 257 - 17,527
= Additions 1,211 151 3,876 18,098 - 23,336
ERIREA (Wi0) Transfer from construction
in progress (Note 10) 57,602 - - 2,086 - 59,688
il Disposals (3,591) - (432) (2,865) - (6,888)
ERER Exchange difference 9,837 43 295 3,286 31,167 44,628
nE Depreciation (10,5619) (384) (4,688) (10,116) (9,820) (35,527)
FRERFE Closing net book amount 362,907 1,920 24,934 109,388 984,460 1,484,109
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ME- - BERSE -8 (&) 7 PROPERTY, PLANT AND EQUIPMENT - GROUP (continued)
163
PR
g HERRE
NEEE B&  Fumitue,  WEAR
BF  Leasehold Motor fixtures and Toll e
Buildings improvements vehicles  equipment roads Total
RZBEXE+ZR At 31 December 2006,
=t+-0EE) as restated
A ME Cost or valuation 395,135 7,748 35,561 158,987 995,669 1,593,100
2iHE Accumulated depreciation (32,228) (5,828) (10,627) (49,009) (11209)  (108,991)
FEFE Net book amount 362,907 1920 24,934 109,888 984,460 1,484,109
BEZ-SEtETCR Year ended 31 December 2007
ST-HLEE
ENREFE Opening net book amount 362,907 1,920 24,934 109,888 984,460 1,484,109
B Additions 3,001 - 7,506 13,889 - 24,396
ERIREA (F310) Transfer from construction
in progress (Note 10) 16,487 23 - 3,143 168,877 188,530
e Disposals (214) - (2,284) (3,637) - (6,135)
EiEE Exchange difference 21,262 110 1529 6,344 58,384 87,629
il Depreciation (11,856) (106) (3,636) (18,407) (49,036) (83,041)
FRERFE Closing net book amount 391,587 1,047 28,049 111220 1,162,685 1,695,468
RZEE+E+-A=1-H At 31 December 2007
AR Cost or valuation 437 558 8,064 40,758 177988 1223595 1,887,963
2iHE Accumulated depreciation (45,971) (6,117) (12,709) (66,768) (60910)  (192,475)
FEFE Net book amount 391,587 1947 28,049 111,200 1,162,685 1695488
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PROPERTY, PLANT AND EQUIPMENT - GROUP (continued)

Depreciation of HKD76,063,000 (2006: HKD25,176,000)
and HKD6,978,000 (2006: HKD10,351,000) has been
expensed in cost of sales and administrative expenses
respectively.

If buildings were stated on the historical cost basis, the
amounts would be as follows:

2007 2006
('&E5)

(Restated)

[N Cost 451,455 409,032

2EHITE Accumulated depreciation (57,768) (37,876)
BRE)FE Net book amount 393,687 371,156

R-_ZEZ+F+-_A=+—8 Lt@&

The analysis of the cost or valuation at 31 December

ENRASHEITEOT - 2007 of the above assets is as follows:
#a-
il HERRE
S E&  Fumiture,  WEAE
BF  Leasehold Motor ~ fixtures and Toll At
Buildings improvements vehicles  equipment roads Total
B At cost - 8,064 40,758 177,988  1,223595 1,450,405
fEftfE At valuation 437,558 - - - - 437,558
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Mk -BERZE-K8 &) 7 PROPERTY, PLANT AND EQUIPMENT - GROUP (continued)
RZEZERNF+ZA=+—H((KE The analysis of the cost or valuation at 31 December
A) - EMEEMNK ARSI GEEDTH 2006 (as restated) of the above assets is as follows:
T
KR
HE RERGE
VS B Fumiture,
BF  Leasehold Motor fixturesand ~ WEAK 8%
Buildings - improvements vehicles  equipment  Toll roads Total
RIRA At cost - 7,748 35,561 158,087 995660 1,197,965
fihE At valuation 395,135 - - - - 395,135
396,185 7,748 36,561 158,987 995,669 1,593,100
REVM*X-KH 8 INVESTMENT PROPERTIES - GROUP
2007 2006
(&)
(Restated)
F4) Beginning of the year 19,710 19,230
AnERE (BEETEM Fair value gains (included in
Wes—F8]) (MsE31) ‘other gains - net’) (Note 31) 12,870 480
FR End of the year 32,580 19,710
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INVESTMENT PROPERTIES - GROUP (continued)

The following amounts have been recognised in the income
statement:

2007 2006

(EEH)

(Restated)

HE8WA Rental income 1,329 1,143
EEXHeBRANEEY Direct operating expenses arising
XNEEZLEERR from investment properties that

generate rental income (287) (236)

1,042 907

BREMEE_ZTTLF+-_A=1—8H
BB XA BB ME(ERNE E AR
BRAREMR - IBYENGERRE
AATEHNERERETE

AEBRBESEHRSEHHEHEREDERN
THEFHAIFEE155F -

AEEEREMENERZERDFE
DT :

The investment properties were revalued at 31 December
2007 by independent, professionally qualified valuers,
Asset Appraisal Limited. Valuations were based on current
prices in an active market for all properties.

The period of leases whereby the Group leases out its
investment property under operating leases ranges from
one to fifthteen years.

The Group’s interests in investment properties at their
net book values are analysed as follows:

2007 2006
(& &)
(Restated)
R BB AN R Outside Hong Kong, held on:
S0FHILA EHEE Leases of over 50 years 32,580 19,710
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9 HELIHMRIHFEAE-FEE 9  LEASEHOLD LAND AND LAND USE RIGHTS - GROUP
167
2007 2006
€=
(Restated)
F4 Beginning of the year 415,033 243,959
R Additions - 139,384
BERE BB (M5E31) Reversal of impairment (Note 31) 7,000 7,549
By Amortisation (10,412) (9,446)
FREITREE A (BH:E10) Transfer from construction in
progress (Note 10) — 22,544
ME 5 =8 Exchange difference 21,881 11,043
Fr End of the year 433,502 415,033
AEBEEHES MR T RAENER The Group’s interests in leasehold land and land use
BIEMNEERER  REREFES T rights represent prepaid operating lease payments and
(I N their net book values are analysed as follows:
2007 2006
(& 5)
(Restated)
UREE : In Hong Kong, held on:
106 EL0F B & Leases of between 10 to 50 years 49,987 42,987
S0FHAN EEE Leases of over 50 years 3,068 3,092
53,055 46,079
IR EBAIMNDE Outside Hong Kong, held on:
10FEZL0FHNEE Leases of between 10 to 50 years 339,733 329,554
S0FHEIA EMEE Leases of over 50 years 35,308 34,088
REAHEHHEE Leases with unspecified periods* 5,406 5,312
380,447 368,954
433,502 415,033
& REZZT+LF+-_A=+—8 " TXZEHE * As at 31 December 2007, legal procedures for procuring certificates
T Y T PR B A AR T M R of these leasehold land and land use rights are not yet completed.
B oo
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10 CONSTRUCTION IN PROGRESS - GROUP

2007 2006
(& &)
(Restated)
F4) Beginning of the year 113,412 76,294
R Additions 288,800 116,949
BAVE - BE R Transfer to property, plant and
= (F1sE7) equipment (Note 7) (188,530) (59,688)
EAHELHR Transfer to leasehold land and
TE AR (K5E9) land use rights (Note 9) - (22,544)
EH =R Exchange difference 10,676 2,401
FH End of the year 224,358 113,412
BREE-KE 11 INTANGIBLE ASSETS - GROUP
PN
geERE
Toll road REEH
#E  operating Service &t
Goodwill right contracts Total
R-ZEERF-A—H" At 1 January 2006,
RE| as restated
2N Cost 4,471 667,229 - 671,700
ZEEH Accumulated amortisation - (15,696) - (15,696)
REFE Net book amount 4,471 651,533 - 656,004
BE-B2ZRE+=A Year ended 31 December
=t-ALFE K& 2006, as restated
FNERFE Opening net book amount 4,471 651,533 - 656,004
W LRI E 88 Acquisition of a jointly
ARER controlled entity - - 27,222 27,222
3 Amortisation — (39,210) (767) (39,977)
EHZEHE Exchange difference 18 5,562 - 5,580
FRERTFE Closing net book amount 4,489 617,885 26,455 648,829
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11 BEEE -8 (&) 11 INTANGIBLE ASSETS — GROUP (continued)
169
§-EN:
Toll road REEH
HE operating Service a5t
Goodwill right contracts Total
RZZEERETCZH At 31 December 2006,
=+-BRE as restated
2N Cost 4,489 672,791 27,222 704,502
2 Accumulated amortisation - (54,906) (767) (55,673)
FEFE Net book amount 4,489 617,885 26,455 648,829
BZ-ZZt§+=H Year ended
Z+-BLEE 31 December 2007

ENREFE Opening net book amount 4,489 617,885 26,455 648,829
3 Amortisation - (40,045) (4,796) (44,841)
BE * Impairment * (4,521) - (8,364) (12,885)
ERER Exchange difference 32 10,225 - 10,257
FRREFE Closing net book amount - 588,065 13,295 601,360
R-ZZEtF+=-A=+—-H At31 December 2007
AR Cost - 684,839 27,222 712,061
ZiTAE Accumulated impairment - - (8,364) (8,364)
ZEEH Accumulated amortisation - (96,774) (5,563) (102,337)
REFE Net book amount — 588,065 13,295 601,360
EERREES O BEBEES AR Impairment loss of goodwill and services contracts is
RANEMKCEERAT  REAKLE included in other operating expenses in the income
#RREE ,\UZ?QE%E?&%}”JWU\TEA statement; amortisation of toll road operating right and
ROWHEXNAREEERS - service contracts is included in cost of sales and

administrative expenses in the income statement

respectively.
* HA e R AR E%4,521,000tER =TT+ * The impairment of goodwill of HKD4,521,000 has been written off

FEEH - in 2007.
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12 RMBARZHER — AF 12 INVESTMENTS IN SUBSIDIARIES - COMPANY
BT =E
Note 2007 2006
IEREBEE Non-current assets
FELEM™E @ BEAE Unlisted investments,
at cost 98,515 98,515
JE U Bt B A B) 2 R IR Amounts due from
subsidiaries (b) 2,229,497 2,712,557
2,328,012 2,811,072
VERERE L Provision for impairment - (251,183)
2,328,012 2,559,889
MENEE Current assets
JE U Bt BB A B 2 3R 3B Amounts due from
subsidiaries (b) 4,604,315 327,710
(a RZZEZLF+=ZA=+—08 ' TEWBEAF (a)  As at 31 December 2007, particulars of the principal subsidiaries
2B RKI AT o are set out in Note 47.
(b) RARBZIERBEEFYIRZHBAREH (b)  The amounts due from subsidiaries as included in the Company’s

TEERARERENER  MEBEE
113,534,000t (T N &F : B
143,186,0007T) 2B B I 2 B R E K5t

BN REBIBRE - balances are interest-free.

RAA BR B & B 517R 2 FEURP B 2 Rl AR IR
TIBERAR B REREEER -
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non-current assets are unsecured and repayable on demand. Except
for an amount of HKD113,534,000 (2006: HKD143,186,000) which
bears interest at prevailing borrowing rates in Hong Kong, the remaining

The amounts due from subsidiaries as included in the Company’s
current assets are unsecured, interest-free and repayable on demand.
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13 REEQRzERm K8 13 INVESTMENTS IN ASSOCIATES - GROUP
171
2007 2006
(L&)
(Restated)
F4 Beginning of the year 2,857,068 2,692,293
B * Transfer-out* (571,768) —
& Additions 104,855 73,251
kS Disposals (33,160) (99,430)
FE(R B = A B & F Share of profit of associates 246,737 250,412
2R B Dividend received (185,932 (127,957)
ME 5 =8 Exchange difference 127,663 68,499
Fr End of the year 2,545,463 2,857,068
RZZEELF+_A=+—HHEER Investments in associates at 31 December 2007 do not
AERSERERE CTETRF 3 include any goodwill (2006: including goodwill of
B 5T E%14,335,0007T) © HKD14,335,000).
FEBE AR (2EAR A E AT The results, assets and liabilities of the Group’s principal
M ZRAR)MES - EEMEBREW associates, all of which are incorporated in the PRC,
T are as follows:
2R/ EE
(B8) BERHE%
&8 BE af WA Profit/ % Interest
Name Assets Liabilities  Revenue (loss) held
2007 2007
FUIBRAE Shenzhen Expressway Company
BRER AT Limited (“Shenzhen Expressway”) 15,982,753 7,609,784 1,130,311 684,178  31.153%

(MRIIER])
FYTEHRER  Grand Autopark
BERAA Company Limited (“Grand Autopark’)
(IEARAE 627,192 6,00 13,648 (496) 21%

2006 (&) 2006 (Restated)

3l Shenzhen Expressway 10,241,454 3,685,332 1,159,974 565,164  30.85%
HREE CSG 6,726,547 3,803,367 2,886,466 318,082  22.86%
REBK Tianjin CSG 544177 275969 383,586 69,345 25%
FEHRAR ** Grand Autopark ** 396,735 6,059 12,018 (2,829) 21%
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INVESTMENTS IN ASSOCIATES - GROUP (continued)

* AEEHEN TR EEBENTEE : * During the Year, the investments in associates transferred out represent:
2007

FEZERERRNHEE CSG shares transferred to

- AN E 2 B s & E (F93E15) - Available-for-sale financial assets (Note 15) 259,357

-BRAREBBERCEZVIEEE - Financial assets at fair value through profit or loss 224,192

Az RERBRNDEE Tianjin CSG shares transferred to

-FEREZIERBEE - Non-current assets held for sale 74,954

HAhREREE Other equity interests transferred to

-FEREZIERBEE - Non-current assets held for sale 13,265
571,768

** o RAEE - RMIRK AN EERH B AR (Y
1) BREERQRF S RRIMRERAEAR S
BeERA ISR T IRE -

BERHTSRENBERIEZZ AN
(ER NS

>k

During the Year, Western Logistics became the subsidiary of the
Group (Note 1). Grand Autopark, an associate of Western Logistics,
is also accounted for an associate in the consolidated financial
statements.

The fair value of investments in associates for which there
are published price quotations is as follows:

2007 2006

(&)

(Restated)

wIE R Shenzhen Expressway 8,852,669 3,325,258
AEEE CSG — 2,501,987

AEBFA RN E N mEEEENRK
DBETRARNREDR - RKREHE
Al ZERMOTEEERRABEE - UL
RABERARINIEE N AR EE 2 &R
EHRBRERNFRE 2 REFE - X&EE
FENFINSERNREHIN _ZFFT
NE=ZAZHHER

The Group’s shares of Shenzhen Expressway and CSG
are restricted from trading within different lock-up periods.
Such shares cannot be freely traded before the expiry
of the lock-up periods. The fair values of the shares disclosed
above are calculated based on the prices of the freely
tradable shares of Shenzhen Expressway and CSG as
at year-end. The lock-up period of shares of Shenzhen
Expressway will end on 2 March 2009.
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INVESTMENTS IN JOINTLY CONTROLLED
ENTITIES - GROUP

The Group has 50%, 45% and 43% interests in three
jointly controlled entities, namely Shenzhen Airport
International Express Supervision Center Co., Ltd. (“Airport
Express”), Jade Emperor Limited (“JEL”) and Citic Logistics
Fritz Co., Ltd. (“Citic Fritz”), respectively. Airport Express
was incorporated in the PRC with principal activities of
providing customs supervision equipment services. JEL
was incorporated in the Cayman Islands with principal
activities of investment holding. Citic Fritz was incorporated

EE 1 90 VA ?&%‘%ﬁ! B B R in the PRC with principal activities of logistic and related
% o business.
NTeBEARNEEERRAZEGFER AR The following amounts represent the Group’s share of
MEEMBE  URHEHEMEEPENG the assets and liabilities, and sales and results of the
WNEE - WA EERABERMER jointly controlled entities which are included in the
=R - consolidated balance sheet and income statement:
2007 2006
(re&E75)
(Restated)
BE Assets
EME)EE Non-current assets 648,456 694,451
mENE E Current assets 77,813 60,261
726,269 754,712
=N Liabilities
nBAaE Current liabilities 29,656 54,130
FEE Net assets 696,613 700,582
e A Income 236,900 183,958
ERH Expenses (129,518) (129,006)
FELAF Profit for the Year 107,382 54,952

R-ZZEZLF+-_A=1T—H XKH
EZAREHERB AR B RE
B RENAE (CTTRE ) -

As at 31 December 2007, there are no contingent liabilities
and commitments (2006: Nil) relating to the Group’s interests
in the jointly controlled entities.
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15 AVAILABLE-FOR-SALE FINANCIAL ASSETS -

1r4 GROUP
2007 2006
(EEH)
(Restated)
F1 Beginning of the year 115,683 160,811
A (FizE13) Transfer-in (Note 13) 259,357 —
N EEGHENEEA Fair value gains transferred
= to equity 734,610 4,961
BE Disposals (87,733) (50,782)
fEHER Exchange difference 4,963 693
FH End of the year 1,076,880 115,683
B IEMBEEH Less: non-current portion (222,652) (115,683)
mENER1D Current portion 854,228 —
AHEECHBEE Available-for-sale financial
BT : assets include the following:
TWEH - EBARE: Listed securities, at fair value:
- ERRE — Equity investments
-EBE — Hong Kong - 31,978
EREHANTE FiEn Listed equity in the PRC
®E  BAonE investments with lock-up
(Fft5E4.1(a)) periods, at fair value (Note 4.1(a)) 988,210 —
FEMBES - Unlisted equity investments,
AR at cost less provision for
AR impairment:
- AR — Cost 112,765 107,800
- BERE A — Provision for impairment (24,095) (24,095)
88,670 83,705
1,076,880 115,683
EhEH Market value of listed securities
(T E&BREH (excluding equity investments
®E&)ME with lock-up periods) - 31,978
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11.57%FEEEERD - REMFEEE
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10%BHBER_EZENFHEA=-THX
HATEHEE ' SIM.57%BRHER=
TENFRAZTHNATEHREE

AR EZMBEEANUARSEE -

Hitb ERBEE-KE

R_EZE+FE+_A=+—8 " EM3k
RBEEATSBEURBERITRERER
EHEEQR(TFER]) BRENE H
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BRFEERERR o

TTEMBIARE-&H

Notes to the Consolidated Financial Stat
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(All amounts in HK dollar thousands unle

15 AVAILABLE-FOR-SALE FINANCIAL ASSETS -
GROUP (continued)

As at 31 December 2007, listed equity investments with
lock-up periods stated at fair value represent 11.57%
interest in CSG. Pursuant to the CSG share reform scheme
completed in 2006, 10% of CSG shares will become tradable
on 24 May 2008 and 1.57% of CSG shares will become
tradable on 24 May 2009.

Available-for-sale financial assets are denominated in RMB.

16 OTHER NON-CURRENT ASSETS - GROUP

As at 31 December 2007, other non-current assets
represent the down payment for the acquisition of Shenzhen
Shen Guang Hui Highway Development Company (“SGH
Company”) (Note 44). The payment will be reclassified
as the investment cost upon the completion of the
acquisition.

17 DERIVATIVE FINANCIAL INSTRUMENTS - GROUP

2007 2006
(s &E7))
(Restated)
FEBHEL -Re Interest rate swaps — cash
REE A flow hedges (1,869) (1,758)

++%)§2%’T>‘EIJIEE BRI SRR B 1 2 (A

CRERTET AN EARES S
ﬁékmébéfﬁj,%ﬁ M %5 1% %1 18 B
E“]%Hﬁﬁﬁﬂﬁﬁyﬁé12fﬂ J/_\*Eigjl/lb
PEEHARG -

RZETZ+FE+-_A=1+—8 ' k&E&
MEREHEONNBEARAES BBE
255,500,000 (ZEZTRF : B
293,000,0007T) ° ¥4 IEE EHH &
—ZEF=F=+—H-

The full fair value of a hedging derivative is classified as
a non-current asset or liability if the remaining maturity
of the hedged item is more than 12 months, and as a
current asset or liability if the maturity of the hedge item
is less than 12 months.

The notional principal amount of the outstanding interest
rate swap contract at 31 December 2007 is
HKD255,500,000 (2006: HKD293,000,000). The maturity
date of the hedged item is 31 March 2010.
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18 HELD-TO-MATURITY FINANCIAL ASSETS -
GROUP

2007 2006

(&)

(Restated)

F1 Beginning of the year 118,217 —
0 Additions — 118,217
BE Disposals (118,217) —
FIR End of the year - 118,217

REZIBHBEERY LT EANR
% LAETAREMN - ZZHMFEUWA
REBF BIAIAL.25% BRI R1E
WHRAFERER o

19 RAREEBRBCRZIMBEE

Held-to-maturity financial assets represent the callable
range accrual note denominated in USD. Interest income
on the note is calculated using the effective interest method
by applying the effective interest rate of 5.25%. The note
was redeemed during the Year.

19 FINANCIAL ASSETS AT FAIR VALUE THROUGH

—-£8 PROFIT OR LOSS - GROUP
2007 2006
(& &=75)
(Restated)
FmES Listed securities:
BniEES —PBEIKRRE - Equity securities — the PRC 591,069 —
B AEmE Market value of listed securities 591,069 =

BRARBEBEmCR IV BEETR
B ERENRNENEERD - AIE
M LEMER  HUARKBEE -

BRARBEBERLR IV BEENRD
REZH  ERERATEMB S —F
B AR (HPEE31) -

PrEREREN AR BERRELFRES
EERRMENEREREET -

Y| BBR 2% A FR A 7] Shenzhen International Holdings Limited

Financial assets at fair value through profit or loss, which
are denominated in RMB, represent the shares of CSG
without lock-up period and can be freely traded in the
market.

Changes in fair values of financial assets at fair value
through profit or loss are recorded in ‘other gains - net’,
in the income statement (Note 31).

The fair value of all equity securities is based on their
current bid prices in an active market.
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20 BFEHEZHERBEE—KE 20 NON-CURRENT ASSETS HELD FOR SALE -
GROUP 1rr
RZZTELFF+_A=+—H ' HEHF Non-current assets held for sale as at 31 December 2007
EZERDEELTERARBENR) 2 mainly represented equity investments reclassified from
W EASBEEREEN AL S ERE associates. Such equity investments have been classified
% CEBRBEFECIERDEE - as non-current assets held for sale after management

approved the disposal plan of such equity investments.

REBEBBRSRKER - WEXHH T The Group is proactively seeking buyers and the disposal
KBETETREEABRAB—FAN - is expected to be completed within one year after balance
sheet date.
21 EBRHEMERRK 21 TRADE AND OTHER RECEIVABLES
KE AT
Group Company
2007 2006 2007 2006
=27
(Restated)
TG R Trade receivables 90,266 76,688 — —
B EHR Less: Provision for
BB impairment
& of receivables (31) (26) - —
FIEE Trade
Wk — F%58 receivables — net 90,235 76,662 - —
H th & U R Other receivables
NSEEREN and prepayments 110,409 106,087 2,888 2,799
200,644 182,749 2,888 2,799
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to the Consolidated Financial Statements

eertfl

R HMEWR (&) 21 TRADE AND OTHER RECEIVABLES (continued)
%i‘%JEH&/TAZE/ THRE EESO EI =120 Trade receivables generally have credit terms of 30 to
c AEERZZFETLFRZZTTRF 120 days. As at 31 December 2007 and 2006, the ageing
‘1’ A=1—8 ' ¥FBEKAKRERN analysis of the trade receivables is as follows:
T~
2007 2006
(& E7)
(Restated)
0-90H 0-90 days 71,488 51,860
91-180H 91-180 days 15,343 8,876
181-365H 181-365 days 2,045 4,644
366H M E Over 365 days 1,390 11,308
90,266 76,688

R-_EE+F+_-_A=+—8 - %ﬁ‘%ﬁ’%
W k5t #90,235,000T (ZEE X
&F . B¥76,662,0007T) D2 HES
17 °

RZZEZE+FF+_A=+—08  ¥%E
W B 31,0007T (BT RF - B
26,0007T) B2 EURE - 1t E @RI
BENEBEKFIBEEEABE 7 IEEH
MBRENESE o I FEBRUGRA R
BRYITE — T DA | o Hofth 280 HA 56 75 JE U 3K
KEEEARF A ENERGEE T
BRERBBEEE °

MAFEE - NEEZ EH BB
ERELEENES - HMRUKRAN
HpBRRE BB REEE

HERERBGR BB R R LB
ABBEEMNERERAA - fFARBIKRS
RMRIRETZI HEEEINEENER T
—RE M

As at 31 December 2007, trade receivables of
HKD90,235,000 (2006: HKD76,662,000) were fully
performing.

As at 31 December 2007, trade receivables of HKD31,000
(2006: HKD26,000) were fully impaired. The individually
impaired receivables mainly relate to customers which
are in unexpected difficult economic situations. These
receivables are all aged over one year. Other overdue
trade receivables are not considered impaired after
assessing those customers’ repayment history.

There is no significant change in impairment provision
for the Group’s trade receivables during the Year. The
other classes within other receivables do not contain
impaired assets.

The creation and release of provision for impaired receivables
has been included in administrative expenses in the income
statement. Amounts charged to the allowance account
are generally written off when there is no expectation of
recoveries of additional cash.
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EBERHMEWR (E) 21
8 R A B E A R o

ANEE B A EIE R H At EUGRA BREE A
AR BEN -

EREBH  FEERRNKRSERARE
RLLABRRYFNAAE - AEET
FBEAERERERM -

R-IZFZLF+-_A=1T—0 EKRK

\\/T\ /ZI-%K:\F&
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TRADE AND OTHER RECEIVABLES (continued)

179

There is no material default history for amounts not past
due.

The carrying amounts of the Group’s trade and other
receivables are denominated in RMB.

The maximum exposure to credit risk at the reporting
date is the fair value of each class of receivable mentioned
above. The Group does not hold any collateral as security.

As at 31 December 2007, the fair value of the trade and

HtERZR 2 AnBREREEER other receivables approximates their carrying values.
3 o
ReRBReEEY 22 CASH AND CASH EQUIVALENTS
rEH ¥ NN
Group Company
2007 2006 2007 2006
(&)
(Restated)
B m 5 Money market
EF (a) funds (a) 389,648 398,363 389,648 398,363
RITRE Cash at bank
FHE (o) and in hand (c) 2,379,922 561,495 305,970 8,613
Vo ETRW?E?‘T Less: Pledged bank
T (b deposits (b) (591) (3,221) - —

(a) HEA - KBERMARERITER
MEEMEES  ZETARE
KEE R ERARER -

(b) RFAERTREZERFR -

2,768,979 956,637 695,618 406,976

(@) Represent the money market funds arranged by a
renowned international investment manager.
Realisation of the funds can be effected on the same
date when the redemption is called for.

(b) Represent pledges for letters of guarantee.
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22 BeRBREEEY (&) 22 CASH AND CASH EQUIVALENTS (continued)
180
(c) RZEZLFR_FTZEF+= (c) As at 31 December 2007 and 2006, the effective
A=+—H RO EXANERF interest rates on bank balances are 1.97% and 0.73%
KRl A1.97ER0.73E + AR respectively. The cash is denominated in the following
PIEH BEEN currencies:
rEE AT
Group Company
2007 2006 2007 2006
(&)
(Restated)
AR RMB 1,987,813 538,462 - —
S HKD 305,808 16,679 302,556 5,088
T usb 86,301 6,354 3,414 3,525
2,379,922 561,495 305,970 8,613
RZZBEZTLF+A=+—0 " x5HE As at 31 December 2007, the Group’s and the Company’s
EARAREHNEANEERRAKREE maximum exposure to credit risk is the carrying value.

1B o
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23 RE-KEBERRATH

23 SHARE CAPITAL - GROUP AND COMPANY

181
ERTRE
(F35H)
Number of ZER REAEE
issued shares  Ordinary Share wE
(thousands) shares premium Total
R-FEREF At 1 January
—HA—H 2006 11,355,052 1,135,505 564,923 1,700,428
e BIEARAE Employee share
=T El option scheme
— MBSz — value of services
BE provided — — 1,676 1,676
— 1T — proceeds from
e share issued 59,500 5,950 10,829 16,779
AR E FF Conversion of
Ak convertible bonds 673,021 67,302 166,477 283,779
RZZBEXRE At 31 December
+=-—A=+—H 2006 12,087,573 1,208,757 743,905 1,952,662
& B BB AR Employee share
=T El option scheme
—RHRB 2 — value of services
BE provided — — 2,450 2,450
— 1T — proceeds from
&= share issued 139,990 13,999 29,238 43,237
AR &S Conversion of
#R% convertible bonds 1,086,510 108,651 552,071 660,722
AR =R Conversion of
HR% convertible note 904,110 90,411 293,622 384,033
R-ZZLHF At 31 December
+t=-A=t—H 2007 14,218,183 1,421,818 1,621,286 3,043,104

TBRAEES B B A200EK (=
TERNF  200080%) - EREEARS
MONT(ZEERNF : SREEBE
0.170) - FTEEHTRMHHUIE 2EHE

Eo

The total authorised number of ordinary shares is 20,000
million shares (2006: 20,000 million shares) with a par
value of HKDO.1 per share (2006: HKDO.1 per share).
All issued shares are fully paid.
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23 RE-KBERRAF (&)

BERERTHOEZRER - XARE
B 75 A fa] {6k {4 Re AT SZBDAT4E o

ERERESEETE LEaE 2 NEFY
TEEWT :

to the Consolidated Financial Statements

K dollar thousands unless otherwise stated)

eertfl

23 SHARE CAPITAL - GROUP AND

COMPANY (continued)

The share options granted to certain directors and
employees are unconditional and vested immediately.

Movements in the number of outstanding share options
and their related weighted average exercise prices are
as follows:

2007 2006
THRE THTRE
(B T) BRE (BRET) R 12
Average (F3t) Average (Ft)
exercise Number of exercise Number of
price  share options price  share options

(HKD per share) (thousands) (HKD per share) (thousands)

Bm-B—8 At 1 January
ER Granted

BTt Exercised
RT=B=+-H At 31 December

RZZEZTELF-_RAAHB  X2AHK
35,000,000 X iR A B RITHEEE
#0632 T —UESE -

FIER-_EELF+-_A=+—HExX
TEZERERN FTURITE - HAF
136,010,000f% AR EHR T —ZTF
—HA+—HB%% - 35,000,0000% i P&
BER_ZTE——F_ARBKX™ -

AFEERTHEREIAABEREKA
Black-ScholesHi#E T BEER T HE & &
E#0.077C - BT ERE TIER
HE  BRTBB¥03TZREER
TEEER0.5327T @ BERIRAIZAE
®Z=3.073% - THEIFRAF - HEIR
BRA1.1321% & &R R®FHN=E
4.211% o

0.296 276,000 0.282 295,500
0.532 35,000 0.376 40,000
0.309 (139,990) 0.282 (69,500)

0.333 171,010 0.296 276,000

On 6 February 2007, 35,000,000 share options with an
exercise price of HKD0.532 were granted to a director
of the Company.

All share options outstanding as at 31 December 2007
are exercisable. 136,010,000 share options will be expired
on 11 January 2010 and 35,000,000 share options will
be expired on 5 February 2012.

The fair value of each share option granted during the
Year, as determined using the Black-Scholes valuation
model, was HKDO.07. The significant inputs to the model
include share price of HKDO0.53 at the grant date, exercise
price at HKD0.532, standard deviation of expected volatility
of share price of 3.073 %, expected life of options of 5
years, expected dividend paid-out rate of 1.1321% and
annual risk-free interest rate of 4.211%.

FII B E R B BR A ] Shenzhen International Holdings Limited 3R 2007 Annual Report



23 RE-KBERRAFE (&)

AEFE - #B#370,500,0000F B A #
KREHERBRESREK0.3417T » &
#741,086,510,00008 L @EAZ o At -
ERZEATBREBRESHITEBERBR
REARKNEENTE  AATMRKRA
KA 8 5 B4 N 108,651,000
JT R A #552,071,0007T °

AKEFE - #¥330,000,0007T 2 7] #{%
ERRHBRKRESRKRAE®0.3657T + EiR
/904,110,000 E@A% - AL - AA
A B AR AR R iR A% B o5 Bl 3 0B K
90,411,0007T & /& #293,622,0007T °

Notes to the Consolidated Financial S

e

(BH IS HiEE

(All amounts in HK dollar thousands

23 SHARE CAPITAL - GROUP AND

COMPANY (continued)

During the Year, zero coupon convertible bonds with an
aggregate principal amount of HKD370,500,000 were
converted into 1,086,510,000 ordinary shares at the
conversion price of HKD0.341. Accordingly, the Company’s
share capital and share premium were increased by
HKD108,651,000 and HKD552,071,000 respectively after
taking into account the impact of transfer to share premium
from derivative liability of convertible bonds upon conversion.

During the Year, convertible note with a principal amount
of HKD330,000,000 were converted into 904,110,000
ordinary shares at the conversion price of HKDO.365.
Accordingly, the Company’s share capital and share
premium were increased by HKD90,411,000 and
HKD293,622,000.

183
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Hi B 24  OTHERRESERVES
rE Group
TRREE/
EEELIH ffEES AfRE O]
Equty — AAE  (W&(b) (W&5) (Ht(a))
component of B Reseve EABE EERE  HWEE  Merger HUEE  FEHEE Contributed
convertible ~ Fair value funds  Capital  Goodwill  Hedging reserve Other Translation ~ surplus At
note/bonds  reserve  (Note (b))  reserve  reseve  reserve  (Note5)  reserves difference  (Note (a)) Total
ZE55E-F-AgH Balance at 1 January 2006,
HEL]) as restated 56,405 (24.147) 350,855 59723 (159,583) 1,343 (430,605) - 46,534 13,005 (86,470))
e HBEE Change in fair value of available -
ININEE) for-sale financial assets - 4,961 - - - - - - - - 4,961
fHEHBIA Change in fai value of
MERY derivative financial instruments - - - - - B0l - - - - (801
tRERAERT Transfer from retained
A earnings to reserve funds - - 17810 - - = = = = - 17810
EXZE Currency tranglation difference - - - - - - - - 102426 - 102426
ZRTRETOAST-HERC Balance at 31 December
HEL]) 2006, as restated 56,405 (19,186) 368,665 50,723 (159,583) (1,758) (430,605 - 148960 13,005 35,626
“IRLE-F-REH Balance at 1 January 2007 56,405 (19,186) 368,665 50,723  (159,583)  (1,758) (430,605) - 148,960 13,005 35,626
TiiE 2 HBEE Change in fair value of available-
INELE) for-sale financial assets - 592,62 - - - - - - - — 502,62
fHEHBIA Change in fai value of
MERD derivative financial instruments - - - - - (111) - - - - (111)
BOURFRS Transaction with minority
(sEa2) shareholder (Note 42) - - - - - - - (62650) = - (p2650)
AEREFERDH Equity component of
(Htzk20) convertible bond (Note 26) 200,523 - - - - - - - - - 20952
RHBEEN Merger reserve arising
AfE from common control combinations - - - - - - (635775) - - - (835775)
HETHEL Disposals of available-for
BiaE sale financial assets - 13430 - - - - - - - - 13430
TARSRER Conversion of convertible note (56,405 - - - - - - - - - (56/405)
tRERRERE Transfer from retained
fRES earnings to reserve funds - - 82508 - - = = = = - 82,508
EizE Currency translation difference - - - - - - - - 187,061 - 187,061
CERLETCRCT-ALH Balance at 31 December 2007 209,523 586,870 451173 50,723  (159,583)  (1,869) (1,086,380)  (62,650) 336,021 13,005 365,833
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24 EHfbfkE (&) 24 OTHER RESERVES (continued)

185

b N/NE] Company

ARRERE

B EREG BARR
Equity (FffzE(a))

component Contributed

of convertible surplus &5t
note/bonds (Note (a)) Total
“EERF-A-Bk Balance at 1 January
+-A=+—H 2006 and 31
pegiS December 2006 56,405 58,515 114,920
—EES+FE-F—H&EH Balance at 1 January 2007 56,405 58,515 114,920
EE:LE S Conversion of
B convertible note (56,405) - (56,405)
R ERK Equity component of
TR convertible
(3 26) bond (Note 26) 209,523 — 209,523
—EE+E+ZH Balance at 31
=t+—B#&& December 2007 209,523 58,515 268,038
(a) REBZHAEBGIHEEARAEER (@) The contributed surplus of the Group represents
R—ANZTEF-—ANBETEA the difference between the nominal value of the shares
MEARNEEZERAR KM ZE of the former group holding company, acquired
BEARRQ B I AR B D M 2% pursuant to the group reorganisation on 9 January
TRZARRRROAEMERZ = 1990, over the nominal value of the Company’s shares
2 o issued in exchange thereof.
KRR ZHARBEREIBE EXXFT The contributed surplus of the Company represents
iz EEEAHME AN B A AR the excess of the fair value of the shares of the
P2 EEEARB G AR BEK subsidiaries acquired pursuant to the same group
MMEBETZAARKROEEMRSE reorganisation, over the nominal value of the
Al =% o Company’s shares issued in exchange therefor.
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24 Hftf#E (&) 24 OTHER RESERVES (continued)

186

AT (E)

(b) MBFBEERZHAE  EHEZ (b)
HTRBIEDIKERNZA - B
HRBRRANEF —HHERE
ERFEES (THOIK) - B&
CHRBBAFZERARZIESTER
BAFzaEHER/RARE

Company (continued)

In accordance with the PRC regulations, certain
companies in the PRC are required to transfer part
of their profits after taxation to various reserve funds,
which are non-distributable, before profit distributions
are made. The amounts of the transfers are subject
to the approval of the Boards of Directors of these

BEIRALAER - FAEE -

companies, in accordance with their joint venture
agreements and/or articles of association.

25 B 25 BORROWINGS
AEE ¥ NN
Group Company
2007 2006 2007 2006
(&)
(Restated)
FERF Non-current
RHIRITER Long-term bank
borrowings
— B\ - Secured* 253,293 1,242,327 — —
— 4K 1 - Unsecured 38,877 39,525 — —
B R EE S Less: Current portion (56,107) (39,626) - —
236,063 1,242,226 = —
B Current
HHEITER Short-term bank
borrowings
— B\ - Securred* 904,141 24,816 — —
— 4K 1 - Unsecured 237 243,578 — 180,000
RHAE R E RN Current portion of
—iRITER long-term bank
borrowings
— B — Secured* 54,000 37,500 = —
— K - Unsecured 2,107 2,126 — —
960,485 308,020 — 180,000
HWEXR Total borrowings 1,196,548 1,550,246 - 180,000
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*

i i

(%)

B # 253,293,000 (ZEZENF  BK
289,379,0007T) BI#R7T B 3k LA N B ZEJEL 4
“f&ff’ﬁfff# 8#904,141,0007T (—EZ/X

: JB#6977,764,0007T) BIERTT B HA A5 H
/?/TE FLRYIEEX R A BEHR A ] ([BEX])
HBERWEBENEBER  WEREUEREM
JHEAZBEE -

A

25 BORROWINGS (continued)

& B 7 =
Notes to the Consolidated Financial St
(B FIEBASN » BT & BB

(All amounts in HK dollar thousands u

* Bank borrowings of HKD253,293,000 (2006: HKD289,379,000) and
HKD904, 141,000 (2006: HKD977,764,000) are secured by the Group’s
equity interest in JEL, and the toll road owned by Shenzhen Longda
Expressway Company Limited (“Longda”) respectively. The borrowings
of HKD904, 141,000 have been repaid up to the approval date of

these financial statements.

R-ZEZELF+_A=1+—H  ExH As at 31 December 2007, borrowings are repayable as
FHBHT follows:
rEH RAF
Group Company
2007 2006 2007 2006
<=2
(Restated)
1R Within 1 year 960,485 308,020 - 180,000
(EVESN Between 1 and 2 years 75,607 140,722 - —
2E5F RN Between 2 and 5 years 128,910 381,309 - —
SPERNEZHEE Wholly repayable
within 5 years 1,165,002 830,051 — 180,000
BEFLA L Over 5 years 31,546 720,195 - —
1,196,548 1,550,246 — 180,000
EXNEESEUNTIEE REN The carrying amounts of the borrowings are denominated

in the following currencies:

KEE ¥ NN
Group Company
2007 2006 2007 2006
(#=&E5)
(Restated)
BT HKD 253,293 519,380 - 180,000
ETT UsD 7,332 9,524 — —
AR# RMB 935,923 1,021,342 - =
1,196,548 1,550,246 — 180,000
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25 B (#E) 25

REZEENERMERAT :

e Consolidated Financial Statements

‘.-u."—ﬂ

—_ r

BORROWINGS (continued)

The effective interest rates at the balance sheet date
are as follows:

2007 2006
BT En AR% T Enr  ARE
HKD UsD RMB HKD usb RMB
RITEK Bank borrowings = 5.0%-5.9% 1.5% 5.4%-71% 4.6%-5.0% 1.5% 4.9%-5.2%
AEENEREMNEEHRANENTE The exposure of the Group’s borrowings to interest rate
ERBAAENRRIT: changes and the contractual repricing dates are as follows:
rEH KAT
Group Company
2007 2006 2007 2006
(& E7)
(Restated)
618 A AT 6 months or less 333,530 562,957 - 180,000
6 - 1218 A 6 -12 months 863,018 987,289 — —

HREIRNFEIK  ERN 2R ER
HAREEARLT -

1,196,548 1,550,246 = 180,000

The carrying amounts of borrowings approximately their
fair value as there is no significant impact from their cash
flow discount.
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25 BORROWINGS (continued)

The Group has the following undrawn banking facilities:

2007 2006
(L&)
(Restated)

p | Floating rate
——FREH — Expiring within one year 390,924 281,831
——F L EEH — Expiring beyond one year 2,838,128 477,062
3,229,052 758,893

THREERTEREZ -SER
DA

(a) ARRERE

RZZEZZFNA—H ' AQ
1T HFTEE B 330,000, 00075
ZABE R AER 2 AR RE
FEERRRIIEE  BEzK
RERTREARER0.365TT -
BT RREBRENABHE
THEFTHAFEER-_ZEZELFt
A=+—HEIH-

R ERNGEY IR AEBHN
ZEEENBAERZIETREKE
H2mBMNERGTE - HEHNE
BE D IR BT R - Fere
EERNERABRIH2EE &
RERRER 2 EMEERR (T
24) °

26 CONVERTIBLE NOTE AND BONDS - GROUP AND
COMPANY

(@) Convertible note

On 1 August 2002, the Company issued to its major
shareholder, SIHC, redeemable non-interest bearing
convertible note at a par value of HKD330,000,000,
carrying rights to convert into ordinary shares of
the Company at HKD0.365 each. The convertible
note has a term of five years from the date of issue
with 31 July 2007 as the maturity date.

The initial carrying amount of the convertible note,
the liability component, represents the discounted
future cash flows calculated using market interest
rate for an equivalent non-convertible bond upon
issuance. The liability component is subsequently
carried at amortised cost. The residual amount of
the convertible note, representing the value of the
equity conversion component, is included in
shareholders’ equity as other reserves (Note 24).
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26 TEREBRATLKRES -KER

nE (E)

(a) ARREE (&)
RAFE » A REEEN B EE

the Consolidated Financial Statements

26

)

CONVERTIBLE NOTE AND BONDS - GROUP AND
COMPANY (continued)

(@) Convertible note (continued)

The movement of convertible note during the Year

DEBHIT : is as follows:
2007 2006
(e=5)
(Restated)
F1) Beginning of the year 322,917 311,035
MEER (MiE34) Interest expense (Note 34) 4,711 11,882
327,628 322,917
B AT R Converted into ordinary shares (327,628) —
FIR End of the year — 322,917

(b) WE]RES

) RZEERF_A=-+MHX
B AREETHEAE
600,000,000 Fy = Z= & F
EHMABRRES - BRESH
BEATR-_ZEZNFNA
ANEHE-_ZE——F%_-A+H
AR (B & I B #50.341
TTHBEESRAE.01TH
B8R LBER(ZAEE
|- H# BARBUER
HN) o

SRR ATER - BFRH
R 2 ER AR E AN
ARRAEELTEAZE
MAEHEFUNRESEHR -

(b) Convertible bonds

()  On 24 February 2006, the Company issued
zero coupon convertible bonds of
HKD600,000,000 at par. Each bond will, at
the option of the holder, be convertible (unless
previously redeemed, converted or purchased
and cancelled) from 6 April 2006 to 10 February
2011 into fully paid ordinary shares with a par
value of HKDO.10 each of the Company at an
initial conversion price of HKDO0.341 per share.

In lieu of delivery of some of all of the ordinary
shares required to be delivered upon the exercise
of a conversion right, the Company may elect
to make a cash settlement payment in respect
of all or any portion of a holder’s bonds deposited
for conversion.
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26 ATHRBREENATBRKRES —EBEN 26 CONVERTIBLE NOTE AND BONDS - GROUP AND
YNCIRE:), COMPANY (continued) 191

(b) WHRKRES (&)

(b) Convertible bonds (continued)

NBR & EE 2 KB T W
TARE (VA E®BAN LA
RAEREBENRSEERET
QHZHQH%IE o R (i) PAER
TREEBMBBEANRE TER
2 EI A BEhEFRBBHAXR
Sz BRKTEZEMNF
BE -

ARRESBESD 2 V8
BREE - FUAHREBR AR
ETEMNARERYR &
& 2B 19 H 18 LA B $5 Bk K 71
X o

BMARTET ANNEER
g HAAHERAFTHAR
EmEEBMEO®RE - WA
MAETEBEUENBRREZD

AHDAREMBTELEERT
@,

RAFEE  NRARIBREREZE
EFH AT BRESSTEAR
ARBEMNBEEER - BEE
#196,173,0007T A A EE
BREBRERER 1 - B
AEE BERBK
370,500,000 T 2 Al 2 f% {&
H2FH ANERR0.3418 7T
JHmBRE®ERAEAXNRQ T
1,086,510,000% 2 E@A% -
RZEZE+F+ZRA=+—
H - AJ@RESSBHER
BEB -

The cash settlement amount is determined as
the product of (i) the number of shares otherwise
deliverable upon exercise of the conversion right
in respect of the bonds to which the conversion
notice applies, and in respect of which the
Company has elected the cash settlement option
and (i) the arithmetic average of the closing
price of shares on the Stock Exchange of Hong
Kong Limited for each day during the ten trading
days immediately after the cash settlement notice
date.

The initial carrying amount of the liability
component of convertible bonds is the amount
after deducting the fair value of embedded
derivatives. The liability component is
subsequently carried at amortised costs.

Fair value of embedded derivatives are
determined by valuation. As the valuation requires
the input of highly subjective assumptions,
including the volatility of share price, change
in subjective input assumptions can materially
affect the fair value estimate.

During the Year, the share price of the Company
rose significantly, the fair value of derivative
liability of the convertible bonds increased
accordingly, resulting in a fair value loss of
HKD196,173,000 in the income statement.
Moreover, convertible bonds with face value
of HKD370,500,000 were converted into
1,086,510,000 ordinary shares of the Company
at a conversion price of HKD0.341 per share
during the Year. At 31 December 2007, all of
the above convertible bonds had been converted
into ordinary shares.
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26 TEREBRATLKRES -KER

nE (E)

(b)

ARRES (B)

(ii)

RZEZEEE+A=TN
B AQwERIREER
B T m B B B K
1,727,500,0007C K9 Z Z= @ FI
R BRRES  ERWE
EB100%EaHRE - X
& B R A A 31T B B 5T
“FAUNRBRETREK1.2
TTHBEESRAE.01TH
T@AR - A BmRESFK =
E-FTF+_-_A=-+AhH
(TRIEB ) ApTpAeE#
RARIEREIBAAEERETE
AR SHE -

BB EFBEVRI TR E
EHM2EEEMNASERZ
AR ES 2B ER
HE - EEMNBEISMHIRE
HRATER - Ftre BN
BaninidmhcEE BiF
TERR Rt 2 2 E A A (Bt
£X24)

llar thousands unless otherwise stated)

it

26 CONVERTIBLE NOTE AND BONDS - GROUP AND
COMPANY (continued)

(b) Convertible bonds (continued)

(if)

On 29 December 2007, the Company issued
zero coupon convertible bond of
HKD1,727,500,000 to SIHCL as the
consideration of acquired 100% equity interest
in Bao Tong. SIHCL can convert the bonds
from 29 December 2007 for a period of three
years up to 29 December 2010 (the “maturity
date”) into ordinary shares with a par value of
HKDO.1 each of the Company at an initial
conversion price of HKD1.2 per share. If the
convertible bond have not been converted at
the maturity date, the Company shall repay the
remaining principals at a predetermined fixed
amount of RMB.

The initial carrying amount of the convertible
bond, the liability component, represents the
calculation by using market interest rate for
an equivalent non-convertible bond upon
issuance. The liability component is subsequently
carried at amortised cost. The residual amount
of the convertible bond, representing the value
of the equity conversion component, is included
in shareholders’ equity as other reserves (Note
24).
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26 AR EBRAUTBKESR -SFSMEKR 26 CONVERTIBLE NOTE AND BONDS - GROUP AND
YNCIRE-)) COMPANY (continued) 193
(b) TAIRES (&) (b) Convertible bonds (continued)

(i) RAEE - AIRESHFHE (i) The movement of convertible bonds during the
T ¢ Year is as follows:
2007
T8
&N B REEH
Hff  Liability Derivative Equity I
Face value component component component Total
F 1] Beginning of the year 370,500 | 322,007 140,160 - | 462,167
R Additions 1,727,500 | 1,517,977 - 209,523 | 1,727,500
B AT RR Converted into ordinary
(MI3E 23) shares (Note 23) (370,500)| (324,389)  (336,333) - | (660,722)
FMEER Interest expense
(MS5E34) (Note 34) - 2,382 - - 2,382

AR ESHTAE  Fairvalue loss on
BEAREE  derivatie liabilty of
1B (Mf3E 34) convertble

bonds (Note 34) - - 196,173 - 196,173

F End of the year 1,727,500 | 1,517,977 - 209,523 | 1,727,500
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26 CONVERTIBLE NOTE AND BONDS - GROUP AND
COMPANY (continued)

(b) Convertible bonds (continued)

2006
(Restated)
(#£=E=5))
TE
aE&EMn SEH0
& Liability ~ Derivative &t
Face value component component Total
F 1) Beginning of the year - - - -
R Additions 600,000 506,541 93,459 600,000
RS Transaction cost — (23,937) — (23,937)
B E E AR Converted into ordinary
(MF3E 23) shares (Note 23) (229,500) (198,031) (85,748) (238,779)
FEEA Interest expense
(B 5E34) (Note 34) - 37,434 - 37,434
AIARREHSTE  Fair value loss on
BELAREEIE  dervative liability
(MI5E 34) of convertible
bonds (Note 34) — — 82,449 82,449
FIR End of the year 370,500 322,007 140,160 462,167

ABRBRERERNESZAEE
AABERRNEE  $RER
0 2 Bl i A N B BRI R 5

Interest expense on the convertible note and
bonds is calculated using the effective interest
method by applying the effective interest rate

g as below to the liability components:
BRAx

Effective interest rate

MR ER Convertible note 3.82%

RZTERFEITH Convertible bonds issued in 2006 7.53%

AR ES

RZZEZTLFETH Convertible bond issued in 2007 4.40%

AR ES

AMREBRESFBERHD The fair values of liability components of

WAREEEREERED - convertible note and bonds approximately their

carrying values.
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27 BEFfIBHRAE -8 27 DEFERRED INCOME TAX LIABILITIES - GROUP
195
FRREMEMEBENESTNOT : The movement in deferred tax liabilities during the Year
is as follows:
ROAEER
BiRik
IBEE
Financial ~ THE&Z
WEDE  assetsat  BIHEE
@MZE  fairvalue  Available-
B®A%  Tollroad through  for-sale
Service  operating profit financial At
contracts right or loss assets Total
R200651A1R » BES At 1 January 2006, as restated - 71,000 - - 71,000
WERARENEE Acquisition of jointly controlled entities 7,19 - - - 779
TABER (M3235) Credited in the income statement (Note 35) (866) (4,265) - - (5,131)
R2006%E12A31R » BEF At 31 December 2006, as restated 6,930 66,825 - - 73,755
#2007£1818 At 1 January 2007 6,930 66,825 - - 73,755
sk Charged to equity
~MHHE HBEE - Change of fair value of available-for-sale
MEED financial assets - - - 141,984 141,984
EEGEPAR/ Charged to/{credited in) income
(RABEX) (F535) statement (Note 35)
-BYEENE - Impairment of intangible assets (2,242) - - - (2,242)
-REABER - Credited in the income statement (1,733) (4,265) - - (5,998)
- BRHBAHERE - Change of income tax rates - 37,155 - - 37,155
-RALEABEEZEL - Change of fair value of financial assets at
HBEE fair value through profit or loss - - 97,856 - 97,856
R200712A318 At 31 December 2007 2,955 99,715 97,856 141,984 342,510
Uﬁ SHEEA%6,104,0000T (= Deferred income tax liabilities of HKD86,104,000 (2006:
TRNF  A%5,909,0007T) R+ HKD5,909,000) are to be recovered within 12 months.

:TH MBE
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BOEMEH - At - AEBWEZLAK
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MBAR - BaE R REREFEER
“EENF-A—HZAIFEKHRDE
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0 the Consolidated Financial Statements

ollar thousands unless otherwise stated)

eeetff

27 DEFERRED INCOME TAX LIABILITIES - GROUP

(continued)

On 22 February 2008, the Ministry of Finance and the
State Administration of Taxation jointly issued Caishui
[2008] Circular 1 (“Circular 1”). According to Circular 1,
where foreign investment enterprises declare dividends
in 2008 and thereafter out of the cumulative retained
earnings before 1 January 2008, such dividends earned
by the foreign investors shall be exempt from corporate
withholding income tax. Accordingly, the Group has not
provided for the deferred tax liabilities for retained earnings
accumulated before 1 January 2008 of its the subsidiaries,
jointly controlled entities and associates in the PRC.

BEEWA—-KE 28 DEFERRED INCOME - GROUP
2007 2006
(FeE75)
(Restated)
FYEREFE Opening net book amount 95,628 123,782

fEiEm AR (fHEE31) Recognised in the income

statement (Note 31) (29,052) (27,680)
ME W ZRE Exchange difference (771) (474)
FREREFE Closing net book amount 65,805 95,628

BIEW A B BT EER T 2 3
R ERREEZDRBHAEAB L X
FLa BB 2 AP R 2 IR AR AR
PAZ 7 A HERR -

Deferred income represents the amounts granted by the
PRC local government authorities, which are applied to
designated logistic projects and recognised in the income
statement on a systematic basis over the period to match
with the cost being subsidised.
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29 AMOUNT DUE TO A MINORITY SHAREHOLDER -

ERNFT—A=1— EIE’JQ%IH&
RERDIEAAEE ZMER
MRER AR (fﬁé?ﬂ% )
Ko ZEFEBRTY

I T

BEEANEHE - RAFE  AEE
BETLHEBRRREDY RN HAE

GROUP

The amount due to a minority shareholder as at 31
December 2006 represented advances made by a former
minority shareholder of Shenzhen South China International
Logistics Co., Ltd. (“SCIL”), a subsidiary of the Group.
The amount was unsecured and interest-free. During the
Year, the Group acquired the entire interest of SCIL held

(3F42) 12 - ZSBRESBAEM by the minority shareholder (Note 42). The balance was
BN WERAMBmERILEREH then reclassified as other payables, and has been repaid
BIE © up to the approval date of these financial statements.
XBREMENRK 30 TRADE AND OTHER PAYABLES
rE ¥ NN
Group Company
2007 2006 2007 2006
(Ie &)
(Restated)
BN Trade payables 33,818 26,360 - —
ERETEEMNK Payable for
construction in
progress 46,868 118,790 — —
WELRIEHEREA Payable for the
ZERMRER acquisition of a
jointly controlled
entity — 24,939 — —
THIRER Accrued expenses 28,924 18,688 - —
Hh & - 3K Other payables 219,316 79,096 2,405 2,507
328,926 267,873 2,405 2,507
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30 TRADE AND OTHER PAYABLES (continued)

As at 31 December 2007, the ageing analysis of the trade
payables (including amounts due to related parties of
trading in nature) is as follows:

rEH

Group
2007 2006
(& E5)
(Restated)
0-90H 0-90 days 31,248 23,008
91-180H 91-180 days 1,438 1,756
181-365H 181-365 days 652 794
365H A £ Over 365 days 480 802
33,818 26,360
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31 OTHER GAINS - NET

Notes to the Consolidated Financial S
(BHEFIEERSN - FTB %

(All amounts in HK dollar thousands

e

2007 2006
(&=EH)
(Restated)
FEZRNAREFE BB Gain on disposals of financial assets
2R EEZ WE at fair value through profit or loss 1,531,111 —
BARBEBE®IBIEE 2 Fair value gains on financial assets at
MKEEAREED fair value through profit or loss 532,806 —
EEREF
FEMENRER W  Gain/(loss) on disposals of investments
/ (E518) in associates 80,583 (2,642)
HERIEREZIERD Gain on disposals of non-current
BE 2= assets held for sale 18,343 —
EIER T BE B ABZE KR Deferred income recognised in the
(B 7E28) income statement (Note 28) 29,052 27,680
HERA Rental income 25,441 26,003
WEMEL R ERE Fair value gains on investment
(Pt 3% 8) properties (Note 8) 12,870 480
FRE b & + 0 {F FAERE Reversal of impairment of leasehold
8@ (& 9) land and land use rights (Note 9) 7,000 7,549
HEMHEE ZBEEE  (Loss)/gain on disposals of available
2 (B18R) W= -for-sale financial assets (22,569) 43,739
HAth Others 37,379 31,114
2,252,016 133,923

199
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32 EXPENSES BY NATURE

are analysed as follows:

Expenses included in cost of sales, distribution costs,
administrative expenses and other operating expenses

2007 2006
(F&&E75)
(Restated)
e HEEEREEZER Depreciation, amortisation and
impairment losses 151,184 84,950
EERAMAZ (MFE33) Employee benefit expenses (Note 33) 70,461 70,113
E# A Transportation expenses 215,822 179,875
HERX Operating lease expenses 8,726 6,527
HmiHEST T Other tax expenses 21,221 13,890
ZEERBRERE Commission and management fee
for toll roads 53,832 44,301
1% 8RBT B & Auditors’ remuneration 4,581 3,873
ERENRBEERE Legal and professional fees 22,057 3,429
EEREANBEX 33 EMPLOYEE BENEFIT EXPENSES
2007 2006
(r&&E5)
(Restated)
T & K 5 Wages and salaries 54,510 55,149
RTEEMNEE Share options granted to
w g AR R (P 5E23) directors and employees
(Note 23) 2,450 1,676
RIRERA—REMRFKETE]  Pension costs — defined
contribution plans 7,016 7,515
Hth Others 6,485 5,773
70,461 70,113

H-_ZTTTFE+_A—HE  AEER
VEBIEAEEFE THESEKRET
28 c AEBRBTIMRESFE 2 H
AR IRR B 5 &l 2 #RAIFTR] 2 Ll
HE RBEFEcEERARE A
ENA ABUEBECESHRE -

From 1 December 2000, a mandatory provident fund
scheme is set up for eligible employees of the Group.
Contributions to the MPF Scheme by the Group and
employees are calculated at rates specified in the rules
of the MPF Scheme. The assets of the MPF Scheme are
held separately from those of the Group by an independently
administered fund.
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33 EEREANBMAX (&) 33 EMPLOYEE BENEFIT EXPENSES (continued)
AEENRFPRETHBRARAPEHE The Group also contributes to employee retirement schemes
MR ATRE L 2 & B R RET &I R o AR established by the PRC local governments in respect of
BB EREEREASBEREEA LK certain subsidiaries in the PRC. The PRC local governments
FRNE T2 RIREBHMEME - tbFHE undertake to assume the retirement benefit obligations
CHFREEREHREBRRPHR - of all existing and future retired employees of the Group.

Contributions to these schemes are charged to the
consolidated income statement as incurred.

BAWRKER(CZTRFE  B)EF No forfeited contributions (2006: Nil) were untilised during

AEBNA - FLRIVRE A RAERD AR the Year and none is available at the year-end to reduce

AT HRESEE - future contribution.

(a) EERSREEETMH (a) Directors’ and senior management’s emoluments
BE_ZZT+F+-_A=+—H The remuneration of each director for the year ended
IEFE  BREEEOFHMOT : 31 December 2007 is set out below:

BIRGHEY KEEE
EdE He ¢ HiERe BEME HipgFe EHR BMHE it
Employer's Compensation
contribution for loss of
Discretionary  Inducement Other to pension office as
Name of director Fees Salary bonuses fees benefits @ scheme director Total
DR
Guo Yuan - 1,100 - - 85 - 1,185
Li Jing Qi - 1,156 - - - 8 - 1,241
=
Liu Jun - 1,400 - - - 72 - 1472
%;@b]
Yang Hai © - - - - - - - -
i
To Chi Keung, Simon - - - - - - - -
R
Zhang Hua Qiao - - - - - - - -
Eﬂﬁ@(d)
Wang Hang Jun © - = = = _ _ _ _
285
Leung Ming Yuen, Simon 300 - - - - - - 300
TH
Ding Xun 300 = = = = = = 300
BEX
Nip Yun Wing 300 - - - - - - 300

4,798
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33 EEEFMX (&) 33 EMPLOYEE BENEFIT EXPENSES (continued)

202

(a) EERSREEETMH (& (@) Directors’ and senior management’s
emoluments (continued)

HE_ZEF+-_A=+—H The remuneration of each director for the year ended
IHEE BRESNHFMET - 31 December 2006 is set out below:

BIRGEN KEEE
.2 e ¥e RiE%e AEMe HipERe EIftR  BNEER &t

Employer's Compensation
contribution to for loss of

Discretionary  Inducement Other pension office as

Name of director Fees Salary bonuses fees benefits @ scheme director Total

i

Guo Yuan = 600 = = 1 = = 601

Li Jing Qi = 1,300 = = 3 65 = 1,368

I

Liu Jun = 1,200 = = 3 60 = 1,263

FERRY

Li Hei Hu © = 960 = = 2 = = 962

o)

Chen Chao © - 960 - - 2 48 - 1,010

B

Qiao Gang © = 203 247 = 40 1 - 501

5%

To Chi Keung, Simon = = - - - - - -

Rl

Zhang Hua Qiao - - - - - - - -

ES

Leung Ming Yuen, Simon 250 - - - - - - 250

TH#

Ding Xun 250 = = = = = = 250

TR

Nip Yun Wing 250 - - - - - - 250

6,455

MicE Notes:

(a) HibBFeEHERZEEEL - (@)  Other benefits include housing and travelling allowances.

b) R-ZEZS+ENBLHEE-BEEE (b)  Appointed on 7 August 2007. During the Year, Yang Hai is
RAREBEADN TN —REL D TE the chairman of Shenzhen Expressway, an associate of the
EREAEEERK - WEES®RE Company, and received director emoluments of HKD992,600
B E NS £ 4975 %992 6007 © 158 therefrom. During the Year, Mr. Yang earned no director
SEHENAREESEEADNTREWEL emoluments from the Company and its subsidiaries.
AERETEEHS -

(c) R-ZEZTENA+HBEIE- (c)  Resigned on 15 August 2006.

(d R-ZEZ+ENB+HEME- (d)  Appointed on 7 August 2007.
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EEROREBEEHFM (&)

R-ZBZLFE  BRERFRF
MEESZDHINRESHES B
580,0007T & % #524,0007T °

ZEERFTZA=T—HLHF
B AEEYERNEEINME
EREEEMASEMAREE
R REIERREBUZE

g -

AUREHALT
REERAEEARLEZRSHHMA
TERE=F2(ZTTRF : @A)

B HM2o#R EXHH -

Notes to the Consolidated Financial St
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(All amounts in HK dollar thousands unl

33 EMPLOYEE BENEFIT EXPENSES (continued)

(a)

(b)

Directors’ and senior management’s
emoluments (continued)

During 2007, two directors, namely Guo Yuan and
Li Jing Qi, have waived their director’s emoluments
of HKD580,000 and HKD524,000 respectively.

During the year ended 31 December 2006, no directors
waived any emoluments and no emoluments had
been paid by the Group to the directors as an
inducement to join or upon joining the Group or as
a compensation for loss of office.

Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year include three (2006:
four) directors whose emoluments are reflected in

E#R - AR (ZEETERE: —A)® the analysis presented above. The emoluments
mBHATZHMEeETOT - payable to the remaining two (2006: one) individual
during the Year are as follows:
2007 2006
(& 5)
(Restated)
BEXRF & RERL Basic salaries and allowances 2,717 1,652
TE4T Bonuses 1,015 357
BAREETEIHR Contributions to the
retirement scheme 84 12
H fth 18 7 Other benefits 142 —
3,958 2,021
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33 EETEFEX #@) 33 EMPLOYEE BENEFIT EXPENSES (continued)
204
(b) EfUmZEHAL (&) (b) Five highest paid individuals (continued)
IHEFHME THEEHEN : The emoluments fell within the following band:
AE
Number of individuals
2007 2006
i &6 [ Emolument band
BEEOTT HKDO — HKD1,000,000
— /& #1,000,0007T 1 —
7B %2 .000,0017T HKD2,000,001- HKD2,500,000
— /&2 500,0007T — 1
75 #3,000,001 7T HKD3,000,001- HKD3,500,000
— /& #3,500,0007T 1 _
34 BFigUR A BE AR 34 FINANCE INCOME AND COSTS
2007 2006
(&)
(Restated)
FEEA Interest expense
—RITERK — Bank borrowings 90,152 79,688
— R EE* (Ff3E26) — Convertible note* (Note 26) 4,711 11,882
— AR ESR* (Ms26) — Convertible bonds* (Note 26) 2,382 37,434
97,245 129,004
ARREEITERABAARME  Fair value loss on derivative liability
SEELENERE (T 26) of convertible bonds (Note 26) 196,173 82,449
BEEmMBES RIRTT Interest income on money
FH B HA market funds and bank deposits (42,422) (28,607)
BT RAR — 3 Net finance costs 250,996 182,846
* B RARRER R AT RRES 2 F BB EF) * The nominal interest expense on the convertible note and convertible
B - HizBEE N RABEREETE - LT bonds are calculated by applying the effective interest method to
BRIBE ° the liability components. There is no cash flow impart from the interest
expense.
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35

e

(B BlIERES) - B

(All amounts in HK dollar thous

INCOME TAX EXPENSE

Hong Kong profits tax has not been provided as the Group
did not generate any assessable profits in Hong Kong
during the Year. Taxes on overseas profits have been
calculated at the rates of tax prevailing in the jurisdictions
in which the Group operates, based on existing legislation,
interpretations and practices in respect thereof.

2007 2006
(& 5)
(Restated)
BEHMEN Current income tax
— B EMREH - PRC enterprise income tax 260,837 16,798
BIEFTEH (M15E27) Deferred income tax (Note 27) 126,771 (5,131)
387,608 11,667

205
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35

YZ216% BB KMt & 2w

—— e =

=

INCOME TAX EXPENSE (continued)

The tax on the Group’s profit before income tax differs
from the theoretical amount that would arise using the
preferential tax rate of 15% in Shenzhen, the location in

R E=FWT ¢ which the Group’s major subsidiaries operate as follows:
2007 2006
(reE75)
(Restated)
B 6 AT & 7 Profit before income tax 2,437,830 250,356
B EGEE R R AT Less: Share of profit of associates (246,737) (250,412)
2,191,093 (56)
EHEI5% (ZTEZRF Tax calculated at a tax rate of 15%
15%) 5t E 2 18 (2006: 15%) 328,664 (8)
M2 EIR Tax impact of
— H b Hb[E  F AR = - Different tax rates in
other locations 17,256 2,361
— BB = 2 FE - Profit earned during tax holidays (4,365) —
— RN - Change of income
(B 5¥(a) &2 27) tax rates (Note (a) and 27) 37,155 —
—EARM WA - Income not subject to tax (36,617) (11,929)
— AR 2 2 - Expenses not deductible for
tax purposes 41,331 15,138
—RAERZHIE - Unrecognised tax losses 4,184 6,105
Frig i Income tax expense 387,608 11,667
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36 AAFAREFEAEGERRT

RAFIRERE ARENRBFERQT]
FERERPEENERB A B
2,613,456,000C (ZEZTRF : B
162,702,0007T) °

35

36

Notes to the Consolidated Financial Stat

A ﬁﬂ&#ﬁ&

(B BIERES) - BT B2 RBI A7

(All amounts in HK dollar thousands unle

INCOME TAX EXPENSE (continued)

(a)

On 16 March 2007, the National Peoples Congress
approved Corporate Income Tax Law of the PRC
(the “CIT Law”), which has been effective from 1
January 2008. The CIT Law stipulates the applicable
income tax rate at 25% for domestic enterprises in
the PRC. The transitional rules for the existing
preferential tax rates and other tax incentives will
be stipulated and announced by the government
authorities.

Due to the fact that deferred tax liabilities are measured
at the applicable tax rates in the period when the
temporary differences are realised or settled, the
change in the applicable tax rate will affect the
determination of the carrying amounts of the respective
deferred tax assets and liabilities of the Group. Based
on the assessment made by the Group with reference
to the new CIT Law, the carrying amount of deferred
tax liabilities of the Group was increased by
HKD37,155,000 and has been charged to the income
statement for the Year.

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF

THE COMPANY

The profit attributable to equity holders of the Company

dealt with in the financial statements of the Company is
HKD2,613,456,000 (2006: HKD162,702,000).
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37 BREF 37 EARNINGS PER SHARE
IR Basic
ERERZFRBERQRIRERB AR Basic earnings per share is calculated by dividing the
AR - BRAFAE T E BRI profit attributable to equity holders of the Company by
FHHEFE ° the average number of ordinary shares in issue during
the Year.
2007 2006
(& E7)
(Restated)
RARMEZR B ARIGRF  Profit attributable to equity
holders of the Company
2,033,555 230,794
BERITEZRERKRD Weighted average number
IniEFHE (F467) of ordinary shares in issue
(thousands) 13,531,091 11,518,221
ERERZF (BB Basic earnings per share
(HK cents per share) 15.03 2.00

Y| BBR 2% A FR A 7] Shenzhen International Holdings Limited | 3} 2007 Annual Report




37 BRER (&)

BREESG RN s RER A A #ERNE
EEREREABE  KRECHTER
B hAE P B MmET EEH o KRR
EMBrAEENEEERK  AJBRRE
BB RERE - TRREEES
BRRB LR AERR - BN EHE
REEFEERMBRGTE - ERNEK
& - RIBRITERBIMERM AR EERN
EREER BERAAEMWEERLRA
AR P FEEHE) A AN
A -

Notes to the Consolidated Financial State

AR B % R

(BRHBIFERES) - BT 28R LE

(All amounts in HK dollar thousands unless

37 EARNINGS PER SHARE (continued)

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. The Company has two categories of dilutive potential
ordinary shares: convertible note/bonds and share options.
The convertible note/bonds are assumed to have been
converted into ordinary shares and the net profit is adjusted
to eliminate the interest expense less the tax effect. For
the share options, a calculation is made in order to determine
the number of shares that could have been acquired at
fair value (determined as the average annual market share
price of the Company’s shares) based on the monetary
value of the subscription rights attached to outstanding
share options.

2007 2006
(&)
(Restated)
ARRIRERE ARGRT Profit attributable to equity
holders of the Company 2,033,555 230,794
RREE /EHFFEER Interest expense on convertible note/bonds 7,093 11,882
AT SREERFOEN Profit used to determine diluted
earnings per share 2,040,648 242,676
EETERRMN Weighted average number of
onggF 5 & (Fhr) ordinary shares in issue (thousands) 13,531,091 11,518,221
RE-BkE (F) Adjustments - share options (thousands) 168,053 76,395
RE-HRER Adjustments - conversion of
5 (F6) convertible note (thousands) 263,134 904,110
RAE-TBRRES Adjustments - conversion of
5 (Fho) convertible bonds (thousands) 351,736 —
TEEREERFMLE Weighted average number of
REmMETEHE (F) ordinary shares for diluted
earnings per share (thousands) 14,314,014 12,498,726
SREFRF (BREWL) Diluted earnings per share
(HK cents per share) 14.26 1.94
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38 KRE

EZZELFR_ZFTZNFRAIMARK
B9 5 A& 76,981,0007T (BB
0.0067T) &%ﬁ%s 435 0007t (BR%
#0.00557T) ° TNFMNA=H
ol é%@n ﬂi,ﬁﬂﬂi%\ﬁﬁﬁlﬁ’%
o.oﬁ: BRI B BT RAE®0.035
T AEtAEB#639,818,0007T © thF
HQE BR_ETZNFERA -+ /NBET
FARRBFE RS ERIE - NEBHmE
ARBEBEBAENRKRE -

cial Statements

‘.a."—q

38 DIVIDENDS

The dividends paid in 2007 and 2006 were HKD76,981,000
(HKDO.006 per share) and HKD63,435,000 (HKD0.0055
per share), respectively. At the meeting dated 2 April
2008, the directors recommend the payment of a final
dividend of HKDO0.010 and a special dividend of HKD0.035
per ordinary share respectively, totaling HKD639,818,000.
Such dividends are to be approved by the shareholders
at the forthcoming Annual General Meeting on 26 May
2008. These financial statements do not reflect this as
dividend payable.

2007 2006
R RKEAPS 2. Proposed final dividend of
FHIE @IS E0.017T HKDO0.010 (2006: HKD0.006)
(—FFNE - #&B&0.0067c) per ordinary share 142,182 72,525
BORERIIR A Proposed special dividend of
iﬁiﬁf—‘ f&% & #0.035 T HKDO0.035 (2006: Nil)
(—ZBERFE | per ordinary share 497,636 —
639,818 72,525
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(All amounts in HK dollar thousands unle

39 EEELENRSE 39 CASH GENERATED FROM OPERATIONS
2007 2006
(& E351))
(Restated)
BR %58 Al &2 7 Profit before income tax 2,437,830 250,356
FEEIEE Adjustments for:
—E (ME7) — Depreciation (Note 7) 83,041 35,527
—HELH R T — Amortisation of leasehold land
R (M) and land use rights (Note 9) 10,412 9,446
—\ELEE2HY (M5E11) - Amortisation of intangible
assets (Note 11) 44,841 39,977
—\EEEZRME (FiE11) - Impairment of intangible
assets (Note 11) 12,885 —
— R REAL (EE31) — Deferred income recognised in
the income statement (Note 31) (29,052) (27,680)

— R FOR B
(BEERE)
—HERAREEZHMBEE
2 B8R, (Was) (3T

R A A

(Wzs) ER (MTEE31)

—HEREFEZIFRD
BE 2 W (MIEE31)

—HEWNB AR 2 W

—HE b o+ bk F AR
EREzEE (M 31)

—HEME  BERRKEZ
E18

—EREz A ARERE
(MF7E23)

—HERAREERABRELRE
2 EE W
(Bf5E31)

—RBRAREBEBEBERTEZ
MGEEEARBEEES
& F (FF5E31)

— Provision/(reversal of provision)

for impairment of receivables 5 (78)
— Loss/(gain) on disposal of

available-for-sale financial

assets (Note 31) 22,569 (43,739)
— (Gain)/loss on disposals of

investments in

associates (Note 31) (80,583) 2,642
— Gain on disposals of non-current

assets held for sale (Note 31) (18,343) —
— Gain on disposal of a subsidiary (1,751) —
— Reversal of impairment of

leasehold land and land use

rights (Note 31) (7,000) (7,549)
— Loss on disposals of property,

plant and equipment 199 5,758
— Fair value of share options

(Note 23) 2,450 1,676
— Gain on disposals of financial

assets at fair value through

profit or loss (Note 31) (1,531,111) —
— Fair value gains on financial

assets at fair value through

profit or loss (Note 31) (532,806) =
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39 BEEAMRE (8)

L r

39 CASH GENERATED FROM OPERATIONS (continued)

212
2007 2006
(&)
(Restated)
—REMELIRE — Fair value gains on investment
Wz (BFEES1) properties (Note 31) (12,870) (480)
—mEEERNCEE — Loss on CSG share reform - 408
—FEWA (FFsE34) — Interest income (Note 34) (42,422) (28,607)
—FEER (k34 — Interest expense (Note 34) 97,245 129,004
— A RREFITEAE — Fair value loss on derivative
AREEEBEEN liability of convertible
R (H5E34) bonds (Note 34) 196,173 82,449
—E(REE & A A — Share of profit of
&F (MsE13) associates (Note 13) (246,737) (250,412)
EBEEAEE (TEE Changes in working capital
MmEREREZERENTZE) - (excluding the effect of
exchange differences
on consolidation):
— 75 R E b FE R — Trade and other receivables (253,654) (1083,839)
— X REMENRK — Trade and other payables 42,150 (753,806)
—BEBRITER - Pledged bank deposits 2,630 1,571
EIBEE Cash generated from/
(FTA) MR (used in) operations 196,101 (657,376)
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39 BEEXENES (&) 39 CASH GENERATED FROM OPERATIONS (continued)
213
EREMERA, HEME  HBERR In the cash flow statement, proceeds from disposals of
HEHFERERE property, plant and equipment comprise:
2007 2006
(&)
(Restated)
BREDFE (5 7) Net book amount (Note 7) 6,135 6,888
HEMSE - #ER Loss on disposals of property,
RBHEE plant and equipment (199) (5,758)
HEME - #E R Proceeds from disposals of
B LIRS property, plant and equipment 5,936 1,130
FERERS Non-cash transaction
FEMNFRERSHRBETIBRBRESE Major non-cash transaction represents the consideration of
RotEEANNRE (1) - acquisition of Bao Tong with convertible bond (Note 1).
40 HEIHEE 40 CONTINGENCIES
R-ZBEZ+F+_A=+—0 " F~5E As at 31 December 2007, the Group has the following
WARHAMBREZSIBBEAT - contingent liabilities not provided for in the financial
statements:
rEE KAFE
Group Company
2007 2006 2007 2006
RHRTREZ Corporate guarantees
m%jﬂ%{% - for bank facilities
utilised by:
/N — Associates 17,980 146,203 - —
—MBAE — Subsidiaries - — — 115,184
17,980 146,203 — 115,184
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41 AE-KE 41 COMMITMENTS - GROUP
(a) EREE (a) Capital commitments
REEBEDARBEENEARAR L Capital expenditure at the balance sheet date but
R not yet incurred is as follows:
2007 2006
(& E7)
(Restated)
W - BE R&E Property, plant and equipment
BENBRERS Contracted but not provided for 77,531 129,779
(b) EEHERE-FREBERRBE (b) Operating lease commitments — when a
MA group company is the lessee
BETIREEERE A& The future aggregate minimum lease payments under
EHEENREELOT : non-cancellable operating leases are as follows:
2007 2006
(&)
(Restated)
T R Land and buildings
N 1F Not later than 1 year 1,361 1,620
BB FETHBIELF Later than 1 year and not
later than 5 years — 424
1,361 2,044
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(c) EEHEARE-FAEERFAAHY
HA

RETAIRELERE  REK
EHERFERNT :

Notes to the Consolidated Financial Stat

41

AR B % R

(B BIRERES) - BT 2 BRI LA

(All amounts in HK dollar thousands unless

COMMITMENTS - GROUP (continued)

(c) Operating lease commitments - when a
group company is the lessor

The future minimum lease receivables under non-
cancellable operating leases are as follows:

2007 2006
(&= E5)
(Restated)
43 R EEY) Land and buildings
NEBE1F Not later than 1 year 28,140 2,995
FRiE1FETHBBESE Later than 1 year and not
later than 5 years 39,751 8,340
FBiB5EF Later than 5 years 5,229 6,364
73,120 17,699
HLOHERRARS 42 TRANSACTION WITH MINORITY INTEREST

R-_TT+HF AR ~AEEZHB
NEFTBERRIEE R ORI EE
KETHE  BERIEEZEREFEN
EEYn-—AEE—RMBRAAH
33.33%#m -  WHBEHEBK
142,842,000 (WWBARK
140,000,0007T) * WABREL - &
BAZWENFEE  F2HEAAREHA
“EELFLAtTHZBR RZT
TLFNA+EH - ZWERK - Em@
MRRAERNEENZENBAR - X
MEEEYEER R FRYIITE TR
EhEEYRFEENREOEENEZR
=+ #62,650,000 T RELS B
BHmEMEHMEE (B7) BR -

On 2 July 2007, XTC Development, a subsidiary of the
Group, entered into an agreement with Shenzhen SASAC
and SIHCL. According to the agreement, XTC Development
acquired 33.33% interest in SCIL, a subsidiary of the
Group, from SIHCL, the minority shareholder. The
consideration was satisfied in cash of HKD142,842,000
(approximately RMB140,000,000). For details of the
acquisition, please refer to the circular of the Company
dated 20 July 2007. The acquisition was completed on
17 September 2007 and SCIL became a wholly-owned
subsidiary of the Group. The difference between the
consideration paid and the share of carrying value of
net assets of SCIL at the time of completion, amounting
to HKD62,650,000, was recorded as a debit to other
reserves in the consolidated financial statements.
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43 BHMARS 43 RELATED PARTY TRANSACTIONS
216
ESEE R - AR R ERIZESITS B As described in Note 1, the Company’s de facto controller
YR E - Bt - 2 RIRKHET -~ 42K is SIHC. As a result, the transactions as mentioned in
AAFTIMR B BAEE B 5 R Notes 1, 42 and 44 are related party transactions of the
5 ZERXZNMEK LETHAETTA Group and these transactions also constituted connected
BIET NEENRERS o R LA transactions as defined under Chapter 14A of the listing
BEREIN - NEERARNEE A LR rules. Save as disclosed above, the Group has the following
ETHNETERZWT : significant transactions with related parties during the
Year:
(a) MBtENRIRMZRE (a) Services rendered to associates
RAEE » REEMREE QA During the Year, the income from the logistic services
EEEERREEE EEHRIE rendered by the Group to the two associates, CSG
R A E R RA) R 2 R R and Tianjin CSG (before their derecognition as
BHEZWAD R RBBEEK associates), amounted to HKD6,233,000 (2006:
6,233,0007T (ZZETRF : B HKD12,393,000) and HKD7,504,000 (2006:
12,393,000 T) K /& ¥ 7,504,000 HKD14,834,000), respectively.
TT(ZEZRF : #%14,834,000
JT) °
(b) #RITFER (b) Bank deposits
2007 2006
(&)
(Restated)
s HIRTT State-owned banks in PRC 90,057 110,467
(c) RITER (c) Bank borrowings
2007 2006
(&)
(Restated)
B BiRTT State-owned banks in PRC 837,866 853,281
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Notes to the Consolidated Financial State
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(BRHBIFERES) - BT 28R LE

(All amounts in HK dollar thousands unless

43 RELATED PARTY TRANSACTIONS (continued)

(d) Interest income and interest expense

2007 2006
(&)
(Restated)
FMEHA - Interest income:
a3 BHRTT State-owned banks in PRC 962 1,337
2007 2006
(&)
(Restated)
FMEXZH : Interest expense:
B BIRTT State-owned banks in PRC 17,963 47,981
(e) EEEBAEME (e) Key management compensation
TEEEAEME 2 FBIHRHK Details of key management compensation are set
FI33° out in Note 33.
BEXREHR 44 SIGNIFICANT EVENT
RZZEZTLF+AHTRB - BEEZRY On 16 October 2007, Yiwan, entered into an agreement
AL WE R MREERE with Shenzhen SASAC, pursuant to which Yiwan has

BEAREZI100%MFEMER - RKEAA
KE#2,661,367, oooﬁ(ﬁ@%ﬁ%
2,751,620,0007T) ° N A ME—
FTEBEERBAR ﬂllmﬁiﬁmmmﬁ
f& %15 (18.868%) » FIlESE A —FKK
BERBMERGMR EBRGFEMHA
A FERBREAL Eﬁuxﬂkaﬁ&ﬁ
EERREEEE o KXWEBTRE -
JlmRBERABEAEBNHBEAR - zl.m
WHETYIERERKESIE - Q7R
ETHFE+ A+ NABERANRKES
BB - PIERER - EilllEE
M) R B AR TR ©

conditionally agreed to acquire 100% registered capital
of SGH Company at a consideration of RMB2,661,367,000
(approximately HKD2,751,620,000). The only major asset
of SGH Company is its holding of approximately 411.46
million shares (which represents 18.868% interests) in
Shenzhen Expressway, a company listed on the Stock
Exchange of Hong Kong Limited and the Shanghai Stock
Exchange, which is principally engaged in the investment,
construction, operation and management of toll highways
and roads. Upon completion of the acquisition, Shenzhen
Expressway will become a subsidiary of the Group. This
transaction constituted a very substantial acquisition of
the Company and the Company issued a circular in this
regard on 19 December 2007. As of the approval date
of these financial statements, the above acquisition has
not been completed.
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B 815 R M

) - B A % BB LA B I T L)

HERAMREE

(a)

(b)

ZAREEESH

RZZEZNFE—AtH fEH
RN B REITZALEEERS
B - REZAER RERBERE
B EB100%REREBFARE
R89.93% REZRFE T RIIERER
RIKEER - ZXEERARER
H-_ZETENF—AN\RBRE-_ZEZT
NE+ZA=+—0H - TxK=
EBEBERNFEHNE  BRAREK
15,000,000 T (4 A EK
15,773,0007T) Sk 48 & 5T FE R Y BE
ANEFEFHEE% (HEEm ] -
15 A A R #25,000,0007T (49 A& 78
#26,288,0007T) & E[R) &2
=M RAITEE -

HERMREBAR

REEBBRBEARER » &
SERFINBHFRZFAHERF
R 3 £ B AR% ££8,990,902% -
FHHEBRERARK23.17
T BREHNARKE2.08ETT -
RASHER  AEEFEAH
17,399,098 A] IR IIBH R 5
FTEREENEEEBARRKND
(hARSEfMFEESEEED
13 % ) K om @I H
117,588,589/ » H /4
101,546,312 (F B AR EEFR
B175%) % 4916,042,2778% (#1 &
REBMBZRN12%) HRE-_ZTF
NEFERARAZ+THBR-ZEZTNF
FAZTHBRBRFINESFRRS
Fmid o

HK dollar thousands unless otherwise stated)

S 10 the Consolidated Financial Statements

45 EVENTS AFTER THE BALANCE SHEET DATE

(a)

(b)

Operation and management entrusting
agreement

On 7 January 2008, Yi Bin entered into an operation
and management entrusting agreement with Shenzhen
Expressway. Pursuant to the agreement, Yi Bin
entrusts Shenzhen Expressway to manage its 100%
equity interest in Bao Tong and the 89.93% equity
interest in Longda. The entrusting period commences
on 8 January 2008 and ends on 31 December 2009.
The entrusting management fee is calculated on an
annual basis at the higher of RMB15,000,000
(approximately HKD15,773,000) and 8% of the audited
net profit of Longda (but in any event shall not exceed
RMB25,000,000 (approximately HKD26,288,000)).

Disposal of CSG A shares

Subsequent to the balance sheet date and up to
this report date, the Group has disposed of a total
of 8,990,902 CSG A shares at Shenzhen Stock
Exchange. The average selling price was RMB23.17
per share, giving a total consideration of approximately
RMB208 million. As at the date of this report, the
Group holds a total of 17,399,098 CSG tradable A
shares at the Shenzhen Stock Exchange (representing
13% of the Group’s interests in CSG); the non-tradable
shares amounted to 117,588,589, out of which
101,546,312 shares (representing approximately 75%
of the Group’s shareholding) and 16,042,277 shares
(representing approximately 12% of the Group’s
shareholding) will become tradable shares effective
from 24 May 2008 and 24 May 2009 respectively.
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46 COMPARATIVES

= A
N

B 1% iy
Notes to the Consolidated Financial St
(B FIEBASN » BT & BB

(All amounts in HK dollar thousands un

219

As depicted in Note 2.1(a), merger accounting was adopted
for common control combinations in the current year.
Therefore, the comparative figures of the Group were
restated. Moreover, certain comparative figures have been
reclassified to conform with the current year’s presentation.

47 PARTICULARS OF PRINCIPAL SUBSIDIARIES,

HERLRFE ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES
SEMARL, ERTEER NGl 3
MR E R TR A EE REBAL
Place of Nominal value of Percentage of
incorporation/ issued ordinary/ equity interest TEEK
AT ER registration registered share attributable to Principal
Name and operation capital the Company activities
B EF:3
Direct Indirect
WEAR
Subsidiaries
BEERERAR BE ABEE1007T — 100 REER
Elite Capital International Limited Hong Kong HKD100 Investment holding
HERARAT BA BT — 100 REER
Hintway Company Limited Hong Kong HKD2 Investment holding
AR BERRA] B 75#40,000,0007 — 100 RERK
Innovisions Limited Hong Kong HKD40,000,000 Investment holding
RRBIRBRAR 3 75#10,0007C — 100 RERK
Shenzhen International Limited Hong Kong HKD10,000 Investment holding
RYEBRKBABRAA] &% B2 100 - RERIEARWERE
Shenzhen International Hong Kong HKD2 Provision of nominees
Nominees Limited and secretarial
services
AEREXERAR BE BT — 100 NERE
Shenzhen International Hong Kong HKD2 Property investment
Properties Limited
AHERER (RI) BR AR i 75#10,000,0007T — 100 RERK
PRC HKD10,000,000 Investment holding
2RMR (RY) BRAF i AR %200,000,0007T — 100 REZENRR
Total Logistics (Shenzhen) PRC RMB200,000,000 BRI ERE
Co., Ltd.*© Provision of total
logistics and
transportation
ancillary services
MREERRE (R BRAAH i AR ¥200,000,0007T — 100 RERK
Xin Tong Chan Development PRC RMB 200,000,000 Investment holding

(Shenzhen) Co., Ltd.*#
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47 FEMBAT - BE AT NRELREIE 47 PARTICULARS OF PRINCIPAL SUBSIDIARIES,

HERBQARFE @)

ASSOCIATES AND JOINTLY CONTROLLED

ENTITIES (continued)
SRR, ERATEER AN RS
TR E R TR A EE REBAL
Place of Nominal value of Percentage of
incorporation/ issued ordinary/ equity interest TEEK
AT ER registration registered share attributable to Principal
Name and operation capital the Company activities
Bi EF:3
Direct Indirect
AmERRRRERAFI i AR %240,000,0007T — 100 ¥ 2R KERERE
Shenzhen South-China International ~ PRC RMB 240,000,000 ERMRE
Logistics Co., Ltd.*® Development,
construction,
operation and
management of South
China Logistic Park
REBERER (R BRAF hE 751%180,000,0007C — 100 RERK
Yiwan Industry Development PRC HKD180,000,000 Investment holding
(Shenzhen) Co., Ltd.*
REEE(RY) BRRA hE 120,500% 7T — 100 REZR
Yi Bin Industry (Shenzhen) Co., PRC USD120,500 Investment holding
Ltd.#A*
hE2RYRBRERAT RBERRES 1% = 100 REER
China Logistics Networks Limited British Virgin USD1 Investment holding
Islands
BHEREFRAF RBERRES 1%7T = 100 REER
Flywheel Investments Limited British Virgin USD1 Investment holding
Islands
REARARES 1%7T — 100 REZR
Great Mind Holdings Group Limited  British Virgin USD1 Investment holding
Islands
REAAREES 100%7T 100 — RERK
New Vision Limited British Virgin USD100 Investment holding
Islands
KYREEERRAA RBERRES 1% = 100 REER
Successful Plan Assets Limited British Virgin USD1 Investment holding
Islands
BLTREBRAFF REARRES %70 — 100 REZR
Topfirst Investments Limited? British Virgin USD1 Investment holding
Islands
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47 PARTICULARS OF PRINCIPAL SUBSIDIARIES,

HIER D RFHE (@) ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (continued)
SR, BRTLER NG 3
MR E FMBRAEE REESTL
Place of Nominal value of Percentage of
incorporation/ issued ordinary/ equity interest TEEK
AT ER registration registered share attributable to Principal
Name and operation capital the Company activities
B ik
Direct Indirect
HREE2RIRERA AN H AK#88,000,0007T = 100 Wi AR AR
PRC RMB88,000,000 B RR IR
Logistic services
and related
warehouse facilities
AT sEET H AK#20,000,0007C = 78 REEFERRE - EHN
YRABRAF® PRC RMB20,000,000 BEE LA RS
Shenzhen EDI Co., Ltd.*@ Provision of electronic
information exchange,
transmission and value-
added information
sharing services
AT E IR AR A Al H AR#450,000,0007T = 60 HE 2% KERER
Shenzhen Western PRC RMB450,000,000 AR
Logistics Co., Ltd.7* Development,
construction, operation
and management of
Western Logistic Park
FITERARERFAE HE AK#1,533,800,0007T = 100 R BE - RER
BB Arte PRC RMB1,533,800,000 IREETBIES N\JR
Shenzhen Bao Tong Development, construction,
Highway Construction investment, operation and
and Development management of toll
Limited®®* highway
FBEERRBRAKER AR H AK#5,000,000 — 89.93 RBEREREARRAKE
Shenzhen Longda PRC RMB5,000,000 Operation and

Expressway Company
Limited*®*

management of Longda
Expressway
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47 FEMBAT - BE AT NRELREIE 47 PARTICULARS OF PRINCIPAL SUBSIDIARIES,

ASSOCIATES AND JOINTLY CONTROLLED

ENTITIES (continued)

HEMAREL/ BRITEER
HMRE EMBRAEE
Place of Nominal value of

AN
RERDL
Percentage of

incorporation/ issued ordinary/ equity interest TEEK
AT ER registration registered share attributable to Principal
Name and operation capital the Company activities
=t &
Direct Indirect
BENR
Associates
RIEELERH BB AR hE AR#2,180,700,0007T — 31.153 RE 2R MEER
Shenzhen Expressway PRC RMB2,180,700,000 WEARAMER
Company Limited Investment,
construction, operation
and management
of toll highways
and roads
ATmEHAERRBR A h AR #600,000,0007C — 21 % BRERRRM
Grand Autopark Company PRC RMB600,000,000 RERS
Limited*@ Development, construction
of autopark and
provision of ancillary
services
REZHERAR
Jointly Controlled Entities
Jade Emperor Limited HEHE 28,000,000 7T = 45 REER
Cayman Islands USD28,000,000 Investment holding
P ENRREER DA i AR #37,000,0007C — 43 MREBRERLERS
Citic Logistics Fritz PRC RMB37,000,000 Service of logistics
Co., Ltd.*@ and transportation
HEDRRARLEEBRA A h 28,000,000% 7T — 45 REREBRBRLNK
Hubei Magerk PRC USD28,000,000 Operation and
Expressway management of
Management highways and
Private Limited** expressways
AT 5 B R R 1 i AR#60,000,0007 = 50 REEBHEEER
EEROAERAAE PRC RMB60,000,000 RUERIR AR
Shenzhen Airport Provision of

International Express
Supervision Center
Co., Ltd.*®
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Notes to the Consolidated Financial

e R

(B BlIERES) - B

(All amounts in HK dollar thous

47 PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED
ENTITIES (continued)

The above table lists the subsidiaries, associates and
jointly controlled entities of the Group which, in the opinion
of the directors, principally affected the results of the
year or formed a substantial portion of the net assets of
the Group. To give details of other subsidiaries, associates
and jointly controlled entities would, in the opinion of
the directors, result in particulars of excessive length.

W Not audited by PricewaterhouseCoopers or other international member
firms of PricewaterhouseCoopers

Foreign-owned enterprise

Sino-Foreign Joint Venture

Domestic enterprise

For identification purpose only

* e O D
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General Meeting

LBEEARARGEIR_ZEZT N \FRA=-1TH
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NOTICE IS HEREBY GIVEN that the Annual General Meeting
of the Company will be held at Grand Ballroom East, 2/F.,
Hotel Nikko Hongkong, 72 Mody Road, Tsimshatsui East,
Kowloon, Hong Kong on Monday, 26 May 2008 at 11:00 a.m.
for the following purposes:

ORDINARY RESOLUTIONS

As Ordinary Business

1.  Toreceive and consider the audited Financial Statements
and the Reports of the Directors and of the Auditors for
the year ended 31 December 2007;

2. To declare the final dividend and the special dividend
for the year ended 31 December 2007;

3. To re-elect the retiring Directors and to authorise the
Board of Directors to fix the Directors’ remuneration;

4. To re-appoint Auditors of the Company and to authorise
the Board of Directors to fix their remuneration; and

As Special Business

To consider and, if thought fit, to pass the following Resolutions
as ordinary resolutions:

5. “THAT:

(@) subject to paragraph (b) below, the exercise by the
Directors of the Company during the Relevant Period
(as defined below) of all powers of the Company to
repurchase shares of the Company on The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”), subject to and in accordance with all
applicable laws and requirements of the Rules
Governing the Listing of Securities on the Stock
Exchange as amended from time to time, be and is
hereby generally and unconditionally approved;
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6.

the aggregate nominal amount of shares of the
Company which may be purchased by the Company
pursuant to paragraph (a) above during the Relevant
Period shall not exceed 10 per cent. of the aggregate
nominal amount of the share capital of the Company
in issue at the date of passing this resolution, and
the said approval shall be limited accordingly; and

for the purpose of this resolution:

“Relevant Period” means the period from the passing
of this resolution until whichever is the earliest of:

(i)  the conclusion of the next annual general meeting
of the Company;

(i) the expiration of the period within which the
next annual general meeting of the Company
is required by the Bye-Laws of the Company
or any applicable laws to be held; and

(i) the revocation or variation of this resolution
by an ordinary resolution of the shareholders
of the Company in general meeting.”

“THAT:

(a)

subject to paragraph (c) below, the exercise by the
Directors of the Company during the Relevant Period
(as defined below) of all the powers of the Company
to allot, issue and otherwise deal with additional
shares in the capital of the Company and to make
or grant offers, agreements and options (including
warrants, bonds and debentures convertible into
shares of the Company), which would or might require
the exercise of such powers during or after the end
of the Relevant Period, subject to and in accordance
with all applicable laws, be and is hereby generally
and unconditionally approved;
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(0)

the approval in paragraph (a) above shall authorise
the Directors of the Company during the Relevant
Period to make or grant offers, agreements and options
(including warrants, bonds and debentures convertible
into shares of the Company) which might require
the exercise of such powers after the end of the
Relevant Period;

the aggregate nominal amount of share capital allotted
or agreed conditionally or unconditionally to be allotted
(whether pursuant to an option or otherwise) and
issued by the Directors of the Company pursuant
to the approval in paragraph (a) above, otherwise
than pursuant to (i) a Rights Issue (as defined below);
(i) an issue of shares upon the exercise of subscription
rights or conversion rights under any warrants of
the Company or any securities of the Company which
are convertible into shares of the Company; (iii) an
issue of shares as scrip dividends pursuant to the
Bye-Laws of the Company from time to time; or (iv)
an issue of shares under any option scheme or similar
arrangement for the time being adopted of the
Company, shall not exceed 20 per cent. of the
aggregate nominal amount of the share capital of
the Company in issue as at the date of this resolution
and the said approval shall be limited accordingly;
and

for the purpose of this resolution:

“Relevant Period” means the period from the passing
of this resolution until whichever is the earlier of:

()  the conclusion of the next annual general meeting
of the Company;

(i) the expiration of the period within which the
next annual general meeting of the Company
is required by the Bye-Laws of the Company
or any applicable laws to be held; and
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(i) the revocation or variation of this resolution
by an ordinary resolution of the shareholders
of the Company in general meeting.

“Rights Issue” means the allotment, issue or grant
of shares pursuant to an offer open for a period
fixed by the Directors of the Company to holders
of shares or any class thereof on the register of
holders of shares of the Company on a fixed record
date pro rata to their then holdings of such shares
or class thereof (subject to such exclusions or other
arrangements as the Directors of the Company may
deem necessary or expedient in relation to fractional
entitlements or having regard to any restrictions or
obligations under the laws of, or the requirements
of any recognised regulatory body of any stock
exchange in, any territory outside Hong Kong).”
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+. [BBRLXFRELEENBAZRELE “THAT conditional upon the passing of resolution nos.
EBE - BARMKE EXERIER 5 and 6 above, the aggregate nominal amount of the
HEOBHROEERRE  MRAAR shares which shall have been repurchased by the Company
EEeRBLENERNBEAZRRIUMLENL pursuant to and in accordance with resolution no. 5 above
REB GRS EGHETREZEORND shall be added to the aggregate nominal amount of the
EEARE  HZEHINVEEFEA shares which may be allotted or agreed conditionally or
AKAZREBBE HARRBEEITRA unconditionally to be allotted by the Directors of the
HELBNBDZT ° ] Company pursuant to and in accordance with resolution
no. 6 above, provided that such additional amount shall
not exceed 10 per cent. of the aggregate nominal amount
of the share capital of the Company in issue as at the
date of passing this resolution.”
AEEZm By Order of the Board
ATE A Tam Mei Mei
EEE Company Secretary

&5 —ZEENFNA-—1+HH Hong Kong, 25 April 2008
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Notes:

2.

A form of proxy for use at the meeting is enclosed herewith.

Any member entitled to attend and vote at the meeting is entitled to appoint
one or more proxies to attend and, on a poll, vote in his stead in accordance
with the Company’s Bye-Laws. A proxy need not be a member of the
Company but must be present in person to represent the member.

To be valid, a form of proxy, together with the power of attorney (if any) or
other authority (if any) under which it is signed or a notarially certified
copy of such power of attorney or authority must be lodged with the branch
share registrar of the Company in Hong Kong, Tricor Tengis Limited at
26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong, not less
than 48 hours before the time appointed for holding the meeting or any
adjournment thereof. Completion and return of the form of proxy shall not
preclude members from attending and voting in person at the meeting or
any adjournment thereof should they so wish.

The instrument appointing a proxy shall be in writing under the hand of
the appointor or his attorney duly authorised in writing, or if the appointor
is a corporation, either under seal or under the hand of an officer or attorney
duly authorised.
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