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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 40.92% of the issued share capital of the Company.
The second largest shareholder of the Company is Cheung Kong
Group which holds approximately 5.73% 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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Financial Highlights

ANALYSIS OF REVENUE AND PROFIT BEFORE

ZF| FINANCE COSTS AND TAX BY PRINCIPAL ACTIVITIES
(B BEET) (HK$ million)
FiEEE AT
RHARZEGIER
BF,/ (F8])
Share of
sERR, profit/(loss)
(F518) of associates
'ON Operating and jointly wst
Revenue profit/(loss) controlled entities Total
—EENF
2008
Wi 7% Logistic Business
i g-o/N-S Toll Road
—BBRA - Toll revenue 2,037 1,120 222 1,342
—EBERBUA - Construction revenue 3,646 2 — 2
5,683 1,122 222 1,344
Y B Logistic Park 147 47 1) 46
Wi AR 7% Logistic Service 122 (1) 6 5
5,952 1,168 227 1,395
REER Investment holding — 146 — 146
B 5 K2 Profit before finance
B T AR AN BT B2 7 costs and tax 5,952 1,314 227 1,541
B g e Finance income 62
B B AR Finance costs (446)
BIRSRR AN — R 58 Finance costs - net (384)
R 4 AT 2 F Profit before income tax 1,157
ZTTEF (EEY)
2007 (restated)
i 7% Logistic Business
WE D Toll Road
—BEBERA - Toll revenue 1,798 1,031 134 1,165
—#EERMUCA - Construction revenue 2,877 26 — 26
4,675 1,057 134 1,191
iR A Logistic Park 109 35 7 42
Wi R %5 Logistic Service 191 6 (13) (7)
4,975 1,098 128 1,226
REZER Investment holding 10 2,194 — 2,194
BUEXET Manufacturing business — — 32 32
B & Profit before finance
B 75 PR 7 Al 22 R costs and tax 4,985 3,292 160 3,452
B 75 e 2 Finance income 52
B 7§ K AR Finance costs (305)
AR ESITE Fair value loss on derivative liability
BEAREBMAE of convertible bonds
HEELE AR (196)
BRSO AR — 58 Finance costs - net (449)
B 5% AT 22 K Profit before income tax 3,008
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A summary of the results and of the assets and liabilities of the
Group for the last five financial years is depicted below. The
2008 figures are extracted from the audited financial statements.
The 2007 figures are extracted from the comparatives in the
2008 audited financial statements. The 2004 to 2006 figures
are compiled based on the management accounts.
BE+t-A=+—-HLEE

Year ended 31 December

ES Results
A Revenue
MR AT & F) Profit before income tax
PS5t Income tax expense
Rt D BAR R = Profit before minority
2 &R interests
DH R R S Minority interests
fi% 58 fE A5 B R Net profit attributable
to shareholders
EERERE Assets and liabilities
& F & E Fixed assets
BB Investment properties
REE RNF 2w Investments in associates
RERE S EEE Investments in jointly
P £ controlled entities
At E 2B EE  Available-for-sale financial assets
mILEAE Intangible assets
HmIEmRe&E Other non-current assets
TBEE /(A Net current assets/(liabilities)
FE
EnBEE Non-current liabilities
BEFELR Net assets
Ew Equity
BETRA Issued capital
] Reserves
&R i e Shareholders’ equity
DHR R S Minority interests
ERE Total equity

° BB ERER A
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REZ| REZ| REZ| REZ|
Restated Restated Restated Restated
—EENEF —TTLF ZTERF —EERF —EENF
2008 2007 2006 2005 2004
BT T BEFIT BEFIT BB T BB T
HK$’000 HK$’000 HK$’000 HK$’'000 HK$’'000
5,951,614 4,984, 600 2,532,367 2,398,672 1,017,990
1,156,665 3,002,451 637,129 736,506 528,432
(190,043) (550,900) (55,826) (60,134) (73,3893)
966,622 2,451,551 581,303 676,372 455,049
(391,636) (329,010) (280,403) (248,604) (174,509)
574,986 2,122,541 300,900 427,768 280,540
R+=—A=+-—-8

As at 31 December
KE| BE| BE| BE|
Restated Restated Restated Restated
—EENE —ETEF —ZEERF —ZTERF —ETEEFE
2008 2007 2006 2005 2004
BT T BEFIT BEFIT BB T BB T
HK$’000 HK$’000 HK$’000 HK$’'000 HK$’'000
2,487,334 1,887,233 1,282,424 1,476,608 1,083,169
49,183 32,580 19,710 19,230 11,000
1,441,731 1,423,285 3,796,711 3,706,623 1,437,059
773,559 923,679 1,025,034 1,104,153 1,178,404
95,726 222,652 188,509 893,499 172,668
18,125,699 13,716,069 6,278,009 4,788,109 2,149,830
— — 2,356 41,657 69,262
(1,394,310) 1,872,604 (1,827,021) (931,016) 1,082,609
(11,696,317) (8,5483,920) (2,916,365) (8,255,419) (825,744)
9,882,605 11,534,182 7,849,367 7,843,444 6,308,257
1,402,742 1,421,818 1,208,757 1,135,505 1,143,281
3,507,179 5,464,525 3,245,850 3,564,043 2,276,900
4,909,921 6,886,343 4,454,607 4,699,548 3,420,181
4,972,684 4,647,839 3,394,760 3,143,896 2,888,076
9,882,605 11,534,182 7,849,367 7,843,444 6,308,257
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FEWRE
Chairman’s Statement

Dear shareholders,

| am pleased to take this opportunity to present a review of the
business activities of the Group in 2008 and the prospects facing
our future developments.

For the year ended 31 December 2008 (the “Year”), profit from
core businesses attributable to shareholders of the Group amounted
to HK$568 million, a 10% increase over the profit from core
businesses after restatement of the previous year and a 33%
increase over the profit from core businesses of HK$428 million
before restatement in 2007.

Despite a lack of profit contribution from disposal of non-core
business as what we had in the previous year, the operating
results of the core businesses of the Group in the Year reported
considerable growth, with turnover from the logistic park business
and toll revenue from the toll road business recording increases
of 35% and 13%, respectively over the previous year, while their
respective profit before finance costs and tax increased by 10%
and 13% respectively over the previous year.

The board of directors recommended the payment of a final cash
dividend of HK 1.45 cents per share to shareholders for the year
ended 31 December 2008, representing an increase of 45% over
the previous year. The total amount of final cash dividend for the
Year to be distributed amounted to approximately HK$203 million
(2007: HK$142 million), representing an increase of 43% and
accounting for approximately 35% of the profit attributable to
shareholders for the Year. This is an increase over the dividend
payout ratio of 31% for the same period of the previous year
and exemplifies the Group’s stable-growth dividend policy.

In the past two years, the Group further strengthened the scope
of its two major businesses, namely logistics and toll road, through
an array of measures including acquisition and merger, investment
in new projects and restructuring of management structure. The
strengths and risk-aversive ability of the Company has also been
greatly enhanced. The Group has been actively pushing forward
acquisitions and increase its equity interests in a number of quality
logistics and toll road projects in Shenzhen. In particular, on 30
December 2008, the Group completed the acquisition of 100%
equity interest in Shenzhen Shen Guang Hui Highway Development
Company. Through such acquisition, the Group’s equity interest
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in Shenzhen Expressway Company Limited (“Shenzhen Expressway”)
has increased from 31.153% to 50.021% and Shenzhen Expressway
has therefore become a subsidiary of the Group. Over the past
two years, the assets scale and quality of the Group have been
much expanded while the assets structure has been improved,
thereby laying a foundation for the Group to expand its financing
channels and reduce finance costs. The Group will fully capitalise
on the capital operation platforms of these two listed companies
and enhance its support to the core enterprises, thereby enhancing
the competitiveness and profitability of the core enterprises.

In 2008, the spread of the global financial crisis led to an
unprecedented economic downturn. In response, the Group promptly
conducted an in-depth investigation into the economic condition
and its corporate operation and strengthened capital management,
while adopting corresponding strategies and measures to mitigate
financial risks and ensure that the Group is able to maintain a
sound financial position in the future. In view of a continued sluggish
sentiment in the stock market, the Company carried out a number
of share repurchases and timely adjusted the strategy in relation
to the disposal of A shares in CSG Holding Co., Ltd. in the Year
in order to enhance shareholder value.

The impact of the global financial tsunami has not bottomed out
in 2009. Accordingly, the logistics industry will see a slowing
growth rate while the demand for highway transportation will be
negatively affected by a slowdown in export trade. Meanwhile,
traffic volumes on toll roads will see a falling trend. The provisional
toll-free policy implemented in 2008 for certain expressways in
the country is expected to continue to be implemented in 2009.

Nevertheless, from a medium to long term perspective, the growth
trend of the macro-economy will remain while the development
trend of the logistics and toll road businesses will maintain optimistic.
As the PRC Government roll out an array of economic stimulus
and revival measures, especially the rolling out of plans for adjusting
and reviving the logistic industry, the future business development
of the Group will be facilitated. The management of the Group
strongly believes that prospects for the Group’s business
development continue to look good.

The Group has formulated development plans and strategic
development objectives which suit the actual needs according
to its future development directions. In the future, the Group will
be committed to developing the two major business realms of
logistics and toll road business. It will gradually realise a balanced
development between the two major businesses, establish
professional service flows and systems, and develop a mature
business model, a stable profit structure and a highly efficient
management system.
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FEWRE
Chairman’s Statement

The Group has abundant cash reserve and stable cash flow
generated from its operations. Faced with an extremely challenging
economic environment, the Group has carried out dynamic tracking
and management of cash flow for the next five years and has
adjusted the relevant strategies from time to time, so as to make
appropriate arrangement and preparation for its capital demand.
Based on a principle of prudence, the Group will continue to
enhance internal control and operating profitability, while focusing
on the construction and market expansion of existing projects
as well as stepping up efforts in corporate risk management and
cost control. On external investment, the Group will act according
to its ability and seek suitable quality logistics and toll road projects,
with a view to maintaining a stable development of the Group.

Finally, I 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, 3 April 2009



B E RS

Management Discussion and Analysis

FEORE

BE-_EZN\E+-_A=1+—BLEE(TKXE
Bl AEBZzEEERBESIL2ET(ZF
TG B¥49.851BT)  WEF LA
19% : RRELHEN AEBEL75ET(ZEE
F  EK21.23ET) EFIELEHIER K
mABEKeesEL AFRHTFEHNNEIE
FEEBIGEIFLEEEWZ B 16.06E T
BHRAENREFREATETI% - NFERERE
ERODERRMNBBES 68EBT(ZTT+
F . BEBI7ETT)  BEFLEA10% @ IR
EFEF RO EFAF B4 28T EF
33% - AEFEEFREAAFEEL 6L (=ZF
ZHF  BEI15.691) -

RAEE  KREBRBAKRESHEERANR
BRE R A AR &R 5 Bl £ #20.3718 7T
“ETF  EEE17.98187T) M4)E#E13.43
B (CZEZLF - BE1191ETL) MER
EFHEH13% - TERREHT RIS RA
BROARAB (DRIIESR]) 2BEBWA « LA
RBEASERABRMNEKER - BEASRAKER
RFE R IR B U A R BREL K B 755 AN BT & ) 5
R ABEA23ETL (ZEELF : BK2.75E
T0) R B2 AR (T4 : BH1.33(8
L) BEFEDR EFABL%N1.14F - B —F
TNFAREEWEAREKNTEERES S -

REBOMABEEBR ST N\FNLEREN
BrBi R B IS R AN BT B F 95 Bl 4978 881 .47 BT
“ERTF  BE1.0987T) KB 4,616
BT (CZTTHF : B¥420487T)  BEF
DRI EF35% K 10% ° FIITE R BB YR
ERAR ([EEYR]) ANFEEEKIERETE -
EEBMBBRT BRG] ABF D R A
95128 L (T +F : BHE7,58087T) ME
¥2,808B T (Z T+ F : #B¥2,35087T) *
BREFDR EFA25%K%20% - &£&m R/t T
EORP LM AEE2ENBARBEABA S
EYRAERAGNEEEREK2,3208 7T (=
TTHF  BHS63EIL) REF LFA3.12
& ¥EBEREDEY  YEEEREFE
FEH_TENFEAAEENYREEET K
FRERFER -

REVIEW OF RESULTS

For the year ended 31 December 2008 (the “Year”), turnover of
the Group amounted to HK$5,952 million (2007: HK$4,985 million),
representing an increase of 19% over the previous year. Profit
attributable to shareholders amounted to HK$575 million (2007:
HK$2,123 million), of which net gain from non-recurring items
amounted to HK$6.65 million. The disposal of non-core businesses
recorded a non-recurring gain of HK$1,606 million in the same
period of the previous year, leading the profit to decrease by
73% over the same period of the previous year. The core business
profit attributable to shareholders for the Year amounted to HK$568
million (2007: HK$517 million), representing an increase of 10%
over that in the previous year, and an increase of 33% over the
core earnings of HK$428 million as previously reported for the
year 2007. Basic earnings per share for the Year was HK 4.06
cents (2007: HK 15.69 cents).

During the Year, toll revenue and profit before finance costs and
tax of the Group’s toll road business amounted to approximately
HK$2,037 million (2007: HK$1,798 million) and approximately
HK$1,343 million (2007: HK$1,191 million) respectively, both up
13% over the previous year. The increases were mainly attributable
to the consolidation of the toll revenue of Shenzhen Expressway
Company Limited (“Shenzhen Expressway”) and the business
growth of Longda Expressway. During the Year, Longda Expressway
recorded a toll revenue and profit before finance costs and tax
amounted to HK$423 million (2007: HK$275 million) and HK$284
million (2007: HK$133 million), representing an increase of 54%
and 1.14 times over the previous year, which was the main driving
force for the Group’s results growth in toll road business during
the Year.

In 2008, turnover and profit before finance costs and tax of the
Group’s logistic park business amounted to approximately HK$147
million (2007: HK$109 million) and approximately HK$46.16 million
(2007: HK$42.04 million) respectively, up 35% and 10% respectively
over the previous year. The business of Shenzhen South-China
International Logistics Co., Ltd. (“South China Logistics”) grew
steadily during the Year. Its turnover and profit before finance
costs and tax amounted to HK$95.12 million (2007: HK$75.80
million) and HK$28.08 million (2007: HK$23.50 million) respectively,
up 25% and 20% respectively over the previous year. Nanjing
UT Logistics Co., Ltd., a wholly owned subsidiary of the Group,
operates Nanjing Chemical Industrial Park Logistic Centre, which
recorded a turnover of HK$23.20 million during the Year (2007:
HK$5.63 million), representing an increase of 3.12 times over
the previous year. The business growth achieved expectation
and its breakeven objective. It is expected that it will bring profit
to the logistic park business of the Group in 2009.
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With a view to further concentrating resources on the core logistics
business, the Group is gradually reducing its investments in non-
core businesses and is proactively dealing with the disposal of
the equity interests in CSG Holding Co., Ltd. (“CSG”). During
the Year, the overall stock market saw a slump amid a volatile A
share market in the PRC, leading to a slowing pace in the Group’s
disposal of the equity interests in CSG as compared to 2007.
For the CSG’s A shares which became tradable on the market
since May 2007, the Group disposed of a total of 10.86 million
shares at an average selling price of RMB22.8 per share (HK$25.6)
during the Year and realised a profit after tax of approximately
HK$28 million. The remaining 15.53 million shares held were
classified as “Financial Assets at fair value through profit or loss”
and booked at CSG’s A-share price of RMB8.5 (HK$9.65) as at
the balance sheet date in accordance with applicable accounting
standards. The change in fair value over the CSG’s A-share price
of RMB21.3 (HK$22.4) at the end of the previous year was accounted
for during the Year, resulting in an unrealised loss after tax of
approximately HK$164 million.

The remaining 118 million CSG’s A shares held by the Group
are classified as available-for-sale financial assets and are also
booked at CSG’s A-share price of RMB8.5 (HK$9.65) as at the
balance sheet date, except for the change in fair value is directly
recognised in shareholders’ equity. A gain of approximately HK$694
million after recognition of relevant deferred taxation was directly
included in shareholders’ equity (31 December 2007: booked at
a price of RMB8 with HK$587 million included in shareholders’
equity). As a result, shareholders’ equity for the Year increased
by HK$107 million.

During the Year, the Group disposed of a 35% equity interest in
Grand Autopark Company Limited (“Grand Autopark”), an associate,
and recognised a profit after tax and minority interests of
approximately HK$143 million.

In 2007, the Group recorded a gain from non-recurring items of
HK$1,606 million. Such net gain mainly came from the profit of
HK$1,384 million from disposals of all B shares and certain A
shares of CSG held by the Group, the booking of profit and loss
of a total of HK$256 million incurred from fair value changes in A
shares of CSG and derivative liabilities of the Group’s convertible
bond, and an adjustment to deferred tax liabilities of HK$35 million
arising from the change in the PRC income tax rate.
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REEKRER V&%mul%%%)\ﬁ/\_gg The revenue from the toll road business and the logistic park
FENFER_ZTN\FE=ZFTEHRMTEK business of the Group in the fourth quarter of 2008 slightly decreased
5% - ﬁﬁ%ﬁ‘i@”ﬁﬂ%@%ﬁﬂﬁ’]%% RAFEE by 5% as compared to the third quarter of 2008. The impact of
WABETR  BEZFEEAREL 85T the financial tsunami on the Group’s business has not unfolded
BEH _TTENFEBERABHOTZE - markedly in the Year, but it is expected that the Group’s business
will be affected more significantly in 2009 as the impact spreads

and deepens.
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1. THHEEEYRERMUELKEE 1. Actively pushing ahead merger and acquisition
ROt S TIE and integration of quality logistics resources and
toll road projects

W BT 4F o NEBEFINT TS After having successfully increased and acquired the
TRHTERNEFREEZEEERE shareholdings in various quality logistic infrastructure assets
BEE UWRHEZRSEENIERER - with the support of the Shenzhen Municipal Government,
AEERAFERBGEEEEES YR and after having gained controlling interests in such assets
BRMKEARIEENBHES TE- in 2007, the Group actively pushed ahead merger and

acquisition and integration work on quality logistic resources
and toll road projects during the Year.
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Completing the acquisition of 100% equity interest in
Shenzhen Shen Guang Hui Highway Development
Company (“Shen Guang Hui”) with Shenzhen Expressway
became a subsidiary of the Group

After a year of effort, the Group completed the legal procedures
in relation to the acquisition of 100% equity interest in Shen
Guang Hui on 30 December 2008. After such acquisition,
the Group’s equity interest in Shenzhen Expressway has
increased from 31.153% to 50.021% and therefore Shenzhen
Expressway has changed from an associate to a subsidiary
of the Company. Its financial results are consolidated into
the Group’s consolidated financial statements for 2008.

In addition, with the support of Shenzhen Municipal State-
owned Assets Supervision and Administration Commission
(“Shenzhen SASAC”), the Group entered into a supplemental
agreement with Shenzhen SASAC on 24 December 2008
whereby Shenzhen SASAC agreed to the deferral of the
Group’s payment of the remaining consideration for acquisition
of Shen Guang Hui of approximately RMB863 million on or
before 31 December 2009.

Acquiring a 40% equity interest in Shenzhen Western
Logistics Co., Ltd. (“Shenzhen Western Logistics”) and
disposing of 35% equity interest in Grand Autopark

On 22 April 2008, the Group entered into two agreements
with Shenzhen Nanyou (Group) Holdings Limited (“Nanyou
Group”) for acquiring a 40% equity interest in Shenzhen
Western Logistics from Nanyou Group for approximately
RMB350 million and disposing of the entire 35% equity interest
in Grand Autopark to Nanyou Group for approximately RMB468
million. The above acquisition and disposal were completed
on 26 June 2008. The Group’s equity interest in Shenzhen
Western Logistics increased from 60% to 100% and the
Group disposed of the entire 35% equity interest in Grand
Autopark through this opportunity. As a result of the acquisition,
the Group may implement the development strategy and
business plan of Shenzhen Western Logistics more efficiently,
speeding up the progress of the projects and the pace of
business expansion while timely recruiting strategic partners
with international logistics resources and experience so as
to further boost the business development and enhance
the profitability of Shenzhen Western Logistics.
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Investing in, construction and operation of the Wharf
and Logistic Centre at Xiba Port of Nanjing Chemical
Industrial Park

In April 2008, the Group, Nanjing Port Authority and Nanjing
Chemical Industry Park Co., Ltd. jointly established Nanjing
Xiba Wharf Co. Ltd. (“Nanjing Xiba Wharf Company”) (holding
interests of 70%, 15% and 15%, respectively) to construct
and operate 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 commands an excellent
geographical location, and by investing in the Nanjing Xiba
Port project, the Company will further expand the coverage
of its logistics infrastructure resources and will strengthen
its continued development in the industry, as well as facilitating
the formation of a logistics infrastructure resource network
in the country’s major economic powerhouses of Bohai Rim,
the Yangtze River Delta and the Pearl River Delta.

Acquiring a 55.39% equity interest in Yantai Beiming
Logistics Co., Ltd. (“Yantai Beiming Logistics”)

The Group successfully acquired a 55.39% equity interest
in Yantai Beiming Logistics at a consideration of approximately
RMB52.2 million on 26 June 2008 through acquisition and
capital injection. Yantai Beiming Logistics owns logistic facilities
such as bonded warehouses, normal warehouses, warehouses
with constant temperature and warehouses in the Export
Processing Zone in Yantai, Shandong Province, occupying
an area of 50,000 square metres. It provides bonded
warehousing, customs-monitored transportation, normal goods
warehousing and transportation, and delivery services to
large-scale manufacturing enterprises within the Export
Processing Zone in Yantai.

Acquiring 51% equity interest in Shenzhen Huatongyuan
Logistics Co., Ltd. (“Huatongyuan”)

At the end of December 2008, the Group had entered into
an agreement in relation to an acquisition of 51% equity
interest in Huatongyuan at a consideration of RMB44.88
million. Huatongyuan is mainly engaged in the operation
and development of “Huatongyuan Logistic Centre” located
in the vicinity of Meilin gateway of Shenzhen, with a site
area of approximately 116,000 square metres and a total
gross floor area of 133,000 square metres. Total investment
of the project amounted to approximately RMB260 million.
Upon completion of construction, the project will become
a logistic centre with multi-functions of delivery of goods,
docking and integrated services. The construction of the
project is expected to be completed at the end of 2009
and to commence trial run of its operation in September
2009. Upon completion, the project will help to stimulate
the economy of Shenzhen and Bao’an District, especially
for the development of the logistics industry.
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Entrusting Shenzhen Expressway to operate and manage
Longda Expressway

The Group entered into an entrusted management agreement
in January 2008, pursuant to which the Group entrusted
Shenzhen Expressway to operate and manage its 100%
equity interest in Shenzhen Bao Tong Highway Construction
and Development Limited (“Baotong Company”) and the
89.93% equity interest held by Baotong Company in Shenzhen
Longda Expressway Company Limited. During the Year,
the operation and management fees paid by the Group to
Shenzhen Expressway amounted to RMB15 million. Shenzhen
Expressway integrated the operation of Longda Expressway
into a unified management system, which could boost operation
efficiency and create benefits for both the Group and Shenzhen
Expressway.

Gradually decreasing its investment in non-core
businesses

During the Year, the Group disposed of a total of 10.86
million CSG’s A shares on the Shenzhen Stock Exchange,
recording a profit after tax of approximately HK$28 million.
The above proceeds from disposing of non-core businesses
will be invested in quality logistics infrastructure projects in
which the Company has a controlling interest, so as to enhance
the overall development strategy of the Group. This enables
the Group to allocate resources in the most effective manner,
thereby further enhancing asset returns brought by core
logistics infrastructure businesses to the Group.

As the stock market slumped in the second half of 2008,
the Group timely adjusted its strategy and decisively withheld
the disposal of CSG’s A shares in order to maximise shareholder
values. For the remaining CSG'’s shares held, the Group
will formulate disposal strategy taking into account of the
future cash flow, finance costs and profit attributable to
shareholders as major considerations and weighing factors,
coupled with the evaluation of the value of CSG’s equity
interest. The Group is paying close attention to the CSG’s
business development progress and the development of
the securities market.
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3. EERM UE-—FSRERARKER 3. Repurchasing shares to further enhance

shareholder return
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In order to boost the earnings per share of the Company
and to further enhance overall shareholder return, the Company
repurchased a total of 196,762,500 shares on the Hong
Kong Stock Exchange from June to December 2008. The
total amount paid to repurchase these shares was
approximately HK$103 million. As at 31 December 2008,
these repurchased shares have been fully cancelled.

Bt 3R R FINANCIAL POSITION
+=A=+-8
31 December
—EENF —EELHE
2008 2007
BEEER BYEEER #m/
HK$million HK$million (R %)
(E5) Increase/
(Restated) (Decrease)
BEE Total Assets 26,915 23,419 15%
mafE Total Liabilities 17,032 11,885 43%
B Total Equity 9,883 11,534 (14%)
RekReEEY Cash and Cash Equivalents 2,061 3,337 (38%)
RITERK Bank Borrowings
HHRTER Short Term Bank Loans 1,296 2,025 (36%)
R—FREHEER Long Term Bank Loans due for
REIRITER repayment within one year 646 104 521%
REIRITER Long Term Bank Loans 6,404 3,726 72%
BF Bond 898 831 8%
ARRES Convertible Bonds 3,067 2,720 13%
BERE Total Borrowings 12,311 9,406 31%
Ep=be Net Borrowings 10,250 6,069 69%
EERMEX Debt Asset Ratio (Total Liabilities/
(e BEE) Total Assets) 63% 51% 12%*
fEEREE Ratio of Total Borrowings to
BEEIXE Total Assets 46% 40% 6%*
[EEFREEAE R % Net Borrowings to Total Equity 104% 53% 51%*

# BrogoEg

# Change in percentage point
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RITEREEZFH
Bank borrowings repayment period

R=Z2Z)\F+=-A=+—H
As at 31 December 2008
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As at 31 December 2008, cash and cash equivalents of the Group
amounted to HK$2,061 million (31 December 2007: HK$3,337
million), representing a decrease of 38% over 2007. The decrease
was mainly attributable to the payment of part of the consideration
to acquire the equity interests in Shen Guang Hui amounted to
approximately HK$1,100 million and the payment of a final dividend
and a special dividend for the year 2007 to shareholders of
approximately HK$640 million. At this stage, the Group possesses
sufficient cash, with a very solid financial position and has ample
finance resources to cope with the instable economic environment.

As at 31 December 2008, total bank loans of the Group amounted
to approximately HK$8,346 million (2007: HK$5,855 million), of
which 23.3%, 9.1% and 67.6% were due for repayment within
one year, the second year and the third year or after respectively.
Of such loans, approximately HK$625 million are repayable in
Hong Kong dollars, HK$16.8 million are repayable in US dollars
and the remaining balance of approximately HK$7,704 million
are borrowings from banks in the PRC and repayable in Renminbi.
Of such bank loans, approximately HK$5,054 million were fixed-
rate loans and the remaining balance of approximately HK$3,292
million were floating-rate loans. During the Year, the amount of
loans denominated in Renminbi increased by approximately
HK$2,300 million, mainly due to two infrastructure projects, namely
the reconstruction project of Qinglian Class | Highway into an
expressway and the construction and investment of Nanguang
Expressway. As at 31 December 2008, cash and cash equivalents
of the Group amounted to approximately HK$2,061 million. Of
such cash and cash equivalents, approximately HK$1,818 million
are denominated in Renminbi, HK$241 million are denominated
in Hong Kong dollars and the remaining balance of approximately
HK$1.6 million are denominated in US dollars and other currencies.

RITERBEEEHEN
Bank borrowings repayment monetary units

R=2Z2\FE+=-A=+—H
As at 31 December 2008

9.1%

R—FREE
B RAE_FHEE
[ RE=FHUEHEE 3 years or above
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Cash and banking facilities
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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. Renminbi appreciated by approximately
7% in 2008, and the Group’s net asset value increased by
approximately HK$400 million accordingly, as the cash and assets
held by the Group were primarily denominated in Renminbi. In
the short run, the exchange risk 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.

RekRESEWEREN

Cash and cash equivalents monetary units

R=22NF+=A=1-A
As at 31 December 2008
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The Group’s ratio of net borrowings to total equity increased
from 53% as at 31 December 2007 to 104% as at 31 December
2008. This was mainly attributable to an increase in the Group’s
net borrowings arising from an increase of 43% in total liabilities
of Shenzhen Expressway, a listed subsidiary of the Group, over
the previous year. Excluding the net borrowings of Shenzhen
Expressway, the Group’s ratio of net borrowings to total equity
decreased by approximately 8% over the previous year. For details
of the Group’s charges and contingent liabilities as at 31 December
2008, please refer to notes 22 and 40 of the consolidated financial
statements respectively.

Currently, the Group has cash in hand and standing banking
facilities of approximately HK$13,300 million and the utilised banking
facilities amounted to HK$8,346 million. The Group has sufficient
cash reserve and standing banking facilities to manage the
unexpected market changes.
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Management Discussion and Analysis

Impacted by the global financial crisis and the slowdown of domestic
economic growth, tremendous changes have occurred in the
external financing environment. Since the end of the third quarter
of 2008, the PRC Government has changed its tight lending policy
to an appropriately relaxed policy. Capitalising on the good
opportunity, the Group entered into a strategic cooperation
agreement with a sizable bank at the end of 2008 on providing
an Integrated credit facility of RMB2,000 million, in order to satisfy
the Group’s capital expenditure in the future.

Impacted by the financial crisis in 2008, Hong Kong Interbank
Offered Rate had been lowered for a number of times and it had
hit a 3-year low. Capitalising on this opportunity, the Group entered
into fixed-interest-rate swap contracts in respect of its loans
denominated in Hong Kong dollars so as to lock its loan costs
for the upcoming few years and reduce risks of changes in the
interest rate market as well as its funding and credit costs. Meanwhile,
the Group maintained sufficient banking credit lines to enhance
liquidity of capitals, as well as further increasing the overall returns
for its shareholders through channels such as cash payments to
shareholders and share repurchases.

ANALYSIS OF MAJOR BUSINESS OPERATIONS

TOLL ROAD BUSINESS

During the Year, the Group’s toll road business recorded a toll
revenue of approximately HK$2,037 million (2007: HK$1,798 million)
and profit before finance costs and tax of approximately HK$1,343
million (2007: HK$1,191 million), both up 13% over the previous
year. Upon completion of the acquisition of 100% equity interest
in Shen Guang Hui by the Group during the Year, Shenzhen
Expressway has become a 50.021%-owned subsidiary of the
Group with its turnover and profit for the whole year consolidated
into the Group’s results in accordance with applicable accounting
standards, thereby expanding the overall scale of the toll road
business. Meanwhile, the business growth of Longda Expressway
was considerable and led to steady advancement of the toll road
business.
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Management Discussion and Analysis
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Shenzhen Expressway

During the Year, Shenzhen Expressway recorded a turnover of
HK$4,769 million (2007: HK$3,939 million), representing an increase
of 21% over the previous year; toll revenue amounted to HK$1,195
million (2007: HK$1,130 million), representing an increase of 6%
over the previous year. Profit before finance costs and tax amounted
to approximately HK$837 million (2007: HK$847 million), representing
a slight decrease of 1% over the previous year. In addition, Shenzhen
Expressway’s net profit for the Year and the Group’s share of
profit amounted to HK$566 million (2007: HK$638 million) and
HK$250 million (2007:HK$303 million), representing decreases
of 11% and 17%, respectively over the previous year. During
the Year, benefitting from the continued boom of China’s economy
and the formation and enhancement of highway networks, traffic
volumes and toll revenues generated on all major toll roads of
Shenzhen Expressway continued to maintain steady growth.
However, a significant increase in finance costs over the previous
year led to a decline in profit of Shenzhen Expressway.

During the Year, toll highway operation and investments are the
primary sources of Shenzhen Expressway’s earnings. Shenzhen
Expressway operated and invested in 16 toll highway projects
in the Shenzhen region, other regions in Guangdong Province
and other provinces in China.

@ FEYEBIER B R A T Shenzhen International Holdings Limited 3§ 2008 Annual Report
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Management Discussion and Analysis

Operating performance of each toll highway of Shenzhen Expressway during the Year is as follows:

RYREERE REBEHA
Average daily mixed Average daily
traffic volume toll revenue
HoZBLE HoZBtE
“EENE BiLEN/ (FD) RLEm/ (55
R EEE R 2008 Change as Change as
Percentage of (T&R) compared “EENE compared
interests held (number of to 2007 2008 to 2007
by Shenzhen vehicles in Increase/ (B%Trn) Increase/
KELR Toll highway Expressway  thousands) (decrease) (HK$'000) (decrease)
FIBE : Shenzhen Region:
BERR Meiguan Expressway 100% 93 (6%) 890 (12%)
BEER Jihe West 100% 68 3% 1,053 (1%)
HERR Yanpal Expressway 100% 3 21% 458 10%
255 Yanba Expressway 100% 14 11% 220 13%
ArER Nanguang Expressway* 100% 16 NERNA 198 NERNA
BERA Jihe East 55% ] 3% 1,379 7%
KERE Shuiguan Expressway 40% 106 3% 1,131 4%
XERRE Shuiguan Extension 40% 2 1% 201 2%)
EREEMHE Other Regions in Guangdong Province:
GLeE Yangmao Expressway 25% 18 12% 1,014 (1%)
EfEEE Guangwu Project 30% 9.8 7% 298 (0.4%)
LHEE Jiangzhong Project 25% 45 15% 733 12%
BNE-3 GZ W2 Expressiiay 25% 96 60% 33 67%
BEER" Qinglian Project** 76.37% 15 (19%) 219 (24%)
wEAMER Other Provinces in the PRC:
RERE™ Wuhuang Expressway™* 55% 29 5% 1147 7%
RORE Changsha Ring Road 51% 6 4.0% 69 (2%)
R Nanjing Third Bridge 26% 18 9% 720 2%
B Notes:

BABEERR —FENF—A T NAFBEE

. R-FBENGF - ARFE RS IEEETTRFE20E

RERERY - FEERR (888 —RAENEE =R

) B 2 BRI ERSE

~ FAAS

— 2 AMBERAFER EEEH T 245% #m

The main route of Nanguang Expressway commenced operation on 26 January
2008

In 2008, as Qinglian Class 1 Highway is undergoing reconstruction into an
expressway, it allowed limited opening to traffic. Accordingly, operational statistics
of Qinglian Project (including Qinglian Class 1 Highway and Qinglian Class 2
Road) are for reference only

the remaining 45% interest of Wuhuang Expressway is held by a wholly-owned
subsidiary of the Company

3 2008 Annual Report R YIIBIER A2 B BR 22 7] Shenzhen International Holdings Limited e
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Management Discussion and Analysis
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Majority of the toll roads of Shenzhen Expressway maintained
growth on their traffic volumes and toll revenues. However, impacted
by the global financial tsunami and natural disasters in China in
2008, such growth slowed down in general as compared to the
rapid growth over the past two years.

The rainstorms and snowstorms in early 2008 resulted in road
closure and traffic jam of road networks in certain hours along
Changsha Ring Road and Nanjing Third Bridge. Persistent rainstorms
in Shenzhen and Guangdong in June suppressed to a certain
extent the transportation demand on relevant road sections.
Nevertheless, in general, as the impact of these disasters on
operation was temporary and the number of highway projects
operated and invested by Shenzhen Expressway which were directly
affected by these disasters was relatively small, its operating
results were barely affected during the Year.

During the Year, the toll road projects currently under construction
or reconstruction at Shenzhen Expressway include Nanguang
Expressway, Yanba Expressway (C section) and the reconstruction
of Qinglian Class 1 Highway into an expressway. The main route
of Nanguang Expressway was completed and opened to traffic
in January 2008 while the construction of other road sections
was completed at the end of October 2008. The construction of
Yanba Expressway (C section) progressed smoothly and was
completed in November 2008. The road surface works for the
reconstruction of Qinglian project into an expressway was completed
in December 2008 and has resumed full opening to
traffic, with the adoption of Class 1 Highway toll rate
standards.

The State and regional governments initiated provisionally
an emergency mechanism and upgrading the policy
from toll concessions to toll free, with an aim to cope
with the natural disasters occurring in 2008. The projects
affected by this policy mainly included Jihe Expressway,
Yangmao Expressway and Nanjing Third Bridge. In 2009, this
policy will continue to be implemented on the above-mentioned
road sections. The operating results of Shenzhen Expressway
are expected to be affected considerably for a certain period in
the future.

@ FEYEBIER B R A T Shenzhen International Holdings Limited 3§ 2008 Annual Report
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Management Discussion and Analysis

As the growth rate of the macro-economy slows, there will be
considerable negative impact on the operating performance of
the toll highway industry in the short term. However, in the long
term, the overall trend of economic development in China has
not changed. Urbanisation and car ownership will continue to
grow and therefore the development prospects for the highway
industry remain optimistic as a whole.

Since 2009, the PRC Government has adopted a fuel tax policy
removing six charges including road maintenance fees, while petroleum
prices have been decreasing gradually. The decrease in vehicle
usage costs and the increase in traffic efficiency of expressways
are beneficial for attracting more vehicles to travel on expressways.
In addition, the relatively relaxed credit environment at present, the
increase in financing products and a relaxation of restrained conditions
will bring forth opportunities for Shenzhen Expressway to optimise
its capital and debt structure and to reduce its financing costs.

Looking forward to the upcoming year, China’s economy will continue
to be impacted by the financial tsunami and companies will face
numerous challenges in operation and development. However,
given a reasonable prediction of an optimistic macro-economy in
the long-term and the gradual enhancement of neighbouring road
networks, Shenzhen Expressway will continue to implement pre-
set development strategies and adopt corresponding coping measures
and strategies to enhance its operational, financial and assets
management standards and to step up efforts in financing, with a
view to ensuring a sound financial position.

Longda Expressway

During the Year, Longda Expressway recorded a toll revenue of HK$423
million (2007: HK$275 million), representing an increase of 54% over
the previous year. Profit before finance costs and tax amounted to
HK$284 million (2007: HK$133 million), representing a significant
increase of approximately 1.14 times over the previous year.

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, Gongming, Songgang and
ending at Dalingshan, Dongguan. It connects with Chenghu
Expressway (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

“BENF C—TTLF 0

2008 2007  Increased by

2EARBEPA (BEEETL)  Total Annual Toll Revenue (HK$ Million) 423 275 54%

2ERERE (TH) Total Annual Traffic Volume (Vehicle/Thousand) 19,321 13,992 38%

AHRBKA (B%TT) Average Daily Toll Revenue (HK$ Thousand) 1,160 753 54%

AYERE (TH) Average Daily Traffic Volume (Vehicle/Thousand) 52.93 38.33 38%
MAFE  BEASRAKMKEBWRARERE During the Year, both toll revenue and traffic volume of Longda

BEREREEANEER Eli’JﬁﬂEHw\ﬁ?%,i’J,%
%Haéﬁﬁﬂfwmmﬁmzﬁmzqmw
R EFIERIT54% KR38% °
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T DRIEE=ZFTE TR
497% 9%
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Expressway reported considerable growth. Average daily toll revenue
amounted to approximately HK$1.16 million and average daily mixed
traffic volume amounted to approximately 52,930 vehicles, representing
increases of 54% and 38% respectively over the previous year.

Benefitting from the economic development of the peripheral areas,
a consistent enhancement of the expressway network and a surge
in the number of vehicles, coupled with the successive openings to
traffic of Longda Expressway Dongguan Section, Fulong Freeway
in Shenzhen (which is connected with Longda Expressway) and
Nanguang Expressway, the end point of Longda Expressway was
connected with Changhu Expressway while its starting point was
connected with downtown of Futian urban area in Shenzhen. Such
connections made the route advantage of Longda Expressway more
prominent. Besides, the expansion project of Luotian Tolling Station
on the Dongguan Section of Longda Expressway was completed
at the beginning of 2008. It greatly alleviated previous traffic congestion
upon opening to traffic and enabled a smoother, quicker and more
convenient traffic on Longda Expressway, thereby attracting more
vehicles to travel to Dongguan and Guangzhou via Longda Expressway.

In the first three quarters of 2008, traffic volume on Longda Expressway
has a robust growth.
However, with the
escalating impact of the
global financial tsunami,
factories and enterprises in
Guangdong faced difficulties
in operation, affecting the
demand for cargo
transportation. Accordingly,
traffic volumes in the fourth
quarter, especially traffic
volumes and toll revenues
from truck and large
vehicles, saw decreases. In
the fourth quarter, average
daily traffic volume and
average daily toll revenue
on Longda Expressway amounted to approximately 53,000 vehicles
and HK$1.14 million respectively, representing decreases of
approximately 7% and 9%, respectively, over the third quarter.

3} 2008 Annual Report
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Management Discussion and Analysis

During the Year, despite challenges including natural disasters,
rising crude oil prices and changes in traffic conditions in neighbouring
areas, no material impact has been caused on the overall operating
revenue and profit of Longda Expressway. Since the gradual
implementation of the transportation plan in Shenzhen, expressway
networks within Shenzhen and its neighbouring areas have been
improving and expanding, vehicles’ travelling frequency has been
enhanced, and traffic distribution among various highways has
continued to be adjusted. Therefore, Longda Expressway will
be able to provide the Group with stable toll revenue.

Wuhuang Expressway

During the Year, Wuhuang Expressway recorded toll revenue
and profit before finance costs and tax of HK$419 million (2007:
HK$393 million) and HK$222 million (2007: HK$211 million),
representing increases of 7% and 5%, respectively over the previous
year.

Toll Revenue and Traffic Volume of Wuhuang Expressway

“EEN\E CZTTLH Zm

2008 2007 Increased by

2FEARBWA B GET)  Total Annual Toll Revenue (HK$ Million) 419 393 7%
2EBENE (TH) Total Annual Traffic Volume (Vehicle/Thousand) 10,665 10,164 5%
AYREBERA (BT ) Average Daily Toll Revenue (HK$ Thousand) 1,147 1,078 7%
AYERE (TH) Average Daily Traffic Volume (Vehicle/Thousand) 29.2 27.8 5%
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Toll revenue from Wuhuang Expressway for the whole year of
2008 recorded a slight decrease of approximately 3% over the
previous year. However, benefitting from the appreciation of
Renminbi, Wuhuang Expressway’s results recorded a growth of
approximately 7% in Hong Kong dollars terms. In early 2008
and May 2008, the PRC suffered from devastating snowstorms
and mega earthquakes in Sichuan. To fully accommodate the
relevant policies adopted by the PRC government, Wuhuang
Expressway waived toll fees on carrier vehicles which transport
relief materials to striken areas. Coupled with the “Green Passage”
policy adopted by the State since the end of January 2008 whereby
it waived toll fees of carrier vehicles which transport fresh agricultural
products, the traffic volume on Green Passage amounted to 330,500
vehicles with a total amount of toll fees of approximately RMB28.65
million being waived, representing approximately 7.7% of the
toll revenue from Wuhuang Expressway for the Year. Despite
benefitting from the robust economic growth in Hubei Province
during the Year, Wuhuang Expressway saw a decrease in toll
revenue over the same period of the previous year due to the
impact of the above-said toll free policies.

Hurong West Expressway, Suiyue South Expressway, Suiyue North
Expressway and Hanhong Expressway, which will be opened to
traffic in 2009, will stimulate a considerable growth in Wuhuang
Expressway’s traffic volume. Meanwhile, the commencement of
construction of Yangtze Bridge No.2 in eastern Hubei will alleviate
the congestion at Huangshi Tolling Station in future, thereby exerting
a positive impact in enhancing the traffic capacity of Wuhuang
Expressway.

With the continuous construction and expansion of the road network
in Hubei Province, a number of newly constructed highway projects
have concentrated in the eastern part of Hubei Province in recent
years, thus causing pressure of diversions on Wuhuang Expressway.
The Group will closely monitor and analyse the impact from such
factor and formulate coping measures. Meanwhile, by strengthening
operations management, the Group will endeavour to overcome
the impact of the “Green Passage Toll Free Policy” and prevent
potential operating risks, with a view to enhancing the profitability
and risk-aversive capability of Wuhuang Expressway.
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LOGISTIC PARK BUSINESS

The Group’s strategic layout of logistic parks with Shenzhen as
its base has been initially formed. The Group now controls or
jointly-controls three out of the seven major logistic parks in
Shenzhen, including South China Logistic Park, and Western
Logistic Park which are wholly-owned by the Group; and Shenzhen
Airport International Express Supervision Center which is jointly
controlled by the Group. The Group also owns 51% equity interest
in Huatongyuan Logistic Centre located in the vicinity of Meilin
Customs Checkpoint, which provides logistics service for break-
bulk cargo on highways. The logistic business of the Group has
been extended to other cities, wholly-owning the only logistic
centre which provides logistic and relevant ancillary services for
petrochemical enterprises in Nanjing Chemical Industrial Park,
and owning 55.39% equity interest in Yantai Bonded Logistic
Centre located in Shandong Province which provides ancillary
logistic services to large-scale manufacturing enterprises within
the Export Processing Zone in Yantai.

During the Year, the Group’s logistic park business recorded a
turnover of approximately HK$147 million (2007: HK$109 million)
and a profit before finance costs and tax of approximately HK$46.16
million (2007: HK$42.04 million), representing respective increases
of 35% and 10% over the previous year. Although the logistic
park business is in its development stage, the overall progress
has been pleasing and each business has seen steady growth.
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Management Discussion and Analysis

At the end of year 2008, total site area of logistic parks owned
by the Group was approximately 1.11 million square metres and
approval procedures for land use right of approximately 80,000
square metres of land are proceeding. Logistic centres completed
or being completed together with their ancillary operating areas
amounted to approximately 320,000 square metres. The Group
will fully capitalise on its current experience in managing logistic
parks and third-party logistic services and will make use of site
leasing service as a starting point. Meanwhile, it will gradually
develop itself to provide supply chain services for customers in
its logistic parks, with the operating objective of retaining quality
customers and proactively enhancing investment returns for the
logistic park business.

The Group’s logistic park has formed a tripod in Shenzhen. This
can serve as a basis for business expansion and allow effective
resources integration, which is beneficial for the Group to capitalise
on the maximum advantages of the logistic parks’ resources.
The Group will continue to position the Pearl River Delta, the
Yangtze River Delta and the Pan-Bohai Rim as its key development
regions.

South China Logistics

During the Year, South China Logistics recorded a turnover of
HK$95.12 million (2007: HK$75.80 million), representing an increase
of 25% over the previous year. Profit before finance costs and
tax amounted to HK$28.08 million (2007: HK$23.50 million),
representing an increase of 20% over the previous year.

The following is the revenue ratio of core business of South China
Logistics:

e

2008 2007
BT BETT il
HK$’000 HK$'000 Increased by
WAL Logistic centre 51,100 34,700 47%
RS Empty container depot 23,810 22,810 4%
BRERER Cross border cargo transfer 19,200 17,630 9%

RAFE  ZEEURTEEBPWAREFIER
#26% @ EFPRFPLEHFOWRALZER
47% - T#EE O BREEEEEBRARSR
e HERAEERERLCNRRT  EFYR
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During the Year, South China Logistics’ revenues from its core
business increased by approximately 25% over the previous year,
whereas revenues from the logistic centre business increased
by 47% and revenues from the cross-border cargo transferring
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and transiting business remained stable. Amid an environment
where the worldwide economy deteriorated severely, revenue
of South China Logistics slightly decreased in the fourth quarter
of 2008 while the overall operating results
for the whole year maintained a steady
growth. Although the logistic centre business
was impacted by the effect of slowing export
trade in the PRC and fierce peer competition
in neighbouring areas, South China Logistics,
through actively adopting corresponding
ancillary measures and enacting marketing
strategies to recruit new customers,
proactively and gradually enhanced the
revenue from the logistic centre business.

Currently the logistic centre at South China Logistics has a total
operation area of 112,000 square metres. Construction works
of two 2-storey logistic centres with an aggregate area of 52,000
square metres were delayed and officially commenced operation
only in the second quarter of 2008. The occupancy rate of the
new logistic centres exceeded 80%. However, the financial crisis
as well as a significant increase in the area of logistic centres in
neighbouring areas led to escalating market competition. Given
leasing prices of the logistic centres were reduced, cargo turnover
of South China Logistics’ customers decreased during the Year,
thereby directly affecting the revenue from value-added business
of the logistic centre.

During the Year, although transiting carrier vehicles were stranded
due to the impact of unfavourable export conditions coupled
with the snowstorms in early 2008, the clientele and the overall
business volume of the cross-border cargo transferring and transiting
business of South China Logistics remained stable. It is expected
that the cross-border cargo transferring and transiting business
could continue to enhance the operating scale of South China
Logistics and generate considerable revenue.
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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 buildable
area has been completed. South China Logistics has successfully
increased the plot ratio of its land area to 0.52 recently and a
substantial portion of the land premium was waived by the Shenzhen
Municipal Government. This saved substantial capital expenditure
for South China Logistics and will significantly reduce future operating
costs. South China Logistics had completed the design and tendering
work for the other two logistic centres with a total operating
area of 72,000 square metres. Relevant construction works
commenced in March 2009 and are expected to be completed
at the end of March 2010. Operation will commence in May 2010.
Meanwhile, South China Logistics had completed the application
procedure for the second phase of the land use plan for an addition
of 77,000 square metres. Currently, it is actively proceeding with
the relevant procedures with the relevant government authorities
in Shenzhen. The procedures are expected to be completed within
2009.

Looking forward to the next year, apart from continuing to follow-
up on the use plan approval procedures for the above-said plot
ratio and the application of the planning of the second phase
land, South China Logistics has adopted other proactive measures
in the face of factors such as a continuous rise of prices on raw
materials and energy in China, a continued appreciation of Renminbi
and an increase in export costs for China enterprises. These
measures include enhancing efforts in sales and marketing and
strictly containing costs and expenses. It is gearing up for any
necessary adjustments for the global economic recession, thereby
ensuring that each business of the Group is able to maintain
stable development.
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Shenzhen Western Logistics

The Group completed the acquisition of 40% equity interest in
Shenzhen Western Logistics in June 2008 and Shenzhen Western
Logistics has become a 100% wholly 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.

During the Year, Shenzhen Western Logistics recorded a turnover
of HK$29.12 million (2007: HK$27.38 million) and a profit before
finance costs and tax of HK$17.70 million (2007: HK$15 million),
representing respective increases of 6% and 18% over the previous
year. The increases were mainly derived from rental income of
the empty-container depot business.

During the Year, the empty-container depot business of Western
Logistics was stable, with an occupancy rate of 100%. Western
Logistics will continue to enhance the quality of service delivered
to customers and strengthen the customer base of the depot
business.

Shenzhen Western Logistics owns a land area of 380,000 square
metres in the Western Logistic Park. The first phase is to build a
2-storey frame-structured logistic centre with a gross floor area
of approximately 37,000 square metres. The function of the logistic
centre is to act as a customs bonded warehousing logistic centre
which provides services such as leasing, customs declaration
and loading/unloading to customers. The logistic centre officially
commenced operation in June 2008. However, affected by a
shrinking market caused by the global economic crisis, Guangdong
Province saw a plummet in the growth rate of foreign trade, which
led to a slowing growth rate of import and export of container
volume by sea in the Shenzhen region. Accordingly, the occupancy
rate of the logistic centre was below 50%. The Group will continue
to proactively recruit customers and expand the market, as well
as providing quality and value-added service, with a view to enhancing
the occupancy rate and revenue of Shenzhen Western Logistics.
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In 2009, the major work of Shenzhen Western Logistics will be
to proactively carry out tenants recruitment work for the first
phase of the logistic centre so as to achieve a full occupancy
rate and high return as soon as possible. Meanwhile, Shenzhen
Western Logistics will commence construction works for the second
phase of the logistic centre with a site area of approximately
150,000 square metres. Currently, Shenzhen Western Logistics
is proceeding with design and planning work, strengthening control
on costs and gradually proceeding with construction at an
appropriate time with reference to the market situation. Meanwhile,
Shenzhen Western Logistics will timely introduce strategic partners
with international logistics resources and experiences, capture
business opportunities and actively communicate with well-known
logistic enterprises in Shenzhen and Hong Kong so as to attract
them to move into the Western Logistic Park, with a view to
maximising its profits.

As the State Council officially agreed to establish the Qianhaiwan
Bonded Port Area in Shenzhen in October 2008, Qianhaiwan
Bonded Port Area in Shenzhen has a planned control area of
approximately 3.7 square kilometres, including a land area of
approximately 300,000 square metres owned by Shenzhen Western
Logistics. Functions of the bonded port area include businesses
such as international transition, delivery, procurement, transit
trade and export processing, which provide new opportunities
and challenges for Shenzhen Western Logistics’ future development
in the bonded logistic business. Shenzhen Western Logistics
not only can benefit from China’s bonded logistic policies to thereby
eliminating the gap in regulatory policies with its regional rivalries,
but also can enhance the competiveness of its own business.
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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, the turnover of SZ Airport Express Center amounted
to HK$29.55 million (2007: HK$44.66 million), representing a
decrease of 34% over the same period of the previous year.
During the Year, share of profit in jointly controlled entity under
the equity method amounted to approximately HK$300,000
(2007:HK$7.95 million), representing a decrease of 96% over
the same period of the previous year. During the Year, aggregated
express cargo volume handled by SZ Airport Express Center
totalled 6.34 tons, representing a decrease of 49.3% over the
same period of the previous year. Of such volume, the volumes
of import express cargo and export express cargo recorded
respective decreases of 76.6% and 39.1% over the same period
of the previous year.

SZ Airport Express Center was faced with an environment in
which Shenzhen Customs stepped up unprecedented efforts in
import-export express cargo inspection as a result of its adjusted
customs clearance practices for express cargo as well as its
need to meet security requirements for the Olympic Games. This
has exerted much pressure on the express cargo volume handled
and the operating revenue generated by SZ Airport Express Center.
Meanwhile, demand of the export market stayed at a low level
as impacted by the financial tsunami, which led to a significant
decrease in revenue from export express cargo for SZ Airport
Express Center in the second half of 2008.

SZ Airport Express Center will continue to strengthen coordination
with the customs and the inspection and quarantine authorities,
striving to create an environment conducive to customs clearance.
It will proactively pursue diversified businesses through an utilisation
of the air cargo service platform; strengthen the establishment
of its information monitoring system and enhance property
management standards; and strive to trim operating costs and
expenses in order to achieve better economic efficiency.
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Nanjing Chemical Industrial Park Logistic Centre

In 2007, the Group invested 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 operating
services to large chemical enterprises in the park and the nearby
regions.

Nanjing Chemical Industrial Park Logistic Centre recorded a turnover
of HK$23.20 million during the Year (2007: HK$5.63 million),
representing an increase of more than 3 times over the previous
year. Despite the impact of the financial tsunami, Nanjing Chemical
Industrial Park Logistic Centre continued to expand its logistic
business and value-added services and recruited quality customers
during the Year. Meanwhile, it stringently controlled expenses
and costs, thereby achieving its breakeven objective in 2008.
During the Year, Nanjing Chemical Industrial Park Logistic Centre
successfully entered into warehouse collaboration contracts and
logistics collaboration contracts with a number of enterprises
within and outside the park and their operations have commenced.
The work on enlisting business operators for the non-dangerous
goods logistic centre and the dangerous goods logistic centre
has been completed, achieving an occupancy rate of 100% for
both. Nanjing Chemical Industrial Park Logistic Centre will continue
to expand new projects and will establish a professional logistics
service network so as to strengthen its competitiveness in the
market.

The current operating area of Nanjing Chemical Industrial Park
Logistic Centre is approximately 21,000 square metres. Construction
of the second phase commenced in November 2008 with an
operating area of approximately 19,000 square metres. It is expected
to be completed in mid 2009 and commence operation in the
third quarter. The construction of the second phase of Nanjing
Chemical Industrial Park Logistic Centre is located in the chemical
industry area in the rapidly-growing Nanjing Chemical Industrial
Park where greater market demand for warehousing logistics is
expected. Looking forward to 2009, Nanjing Chemical Industrial
Park Logistic Centre will enhance the service quality to be delivered
to its existing customers; further improve the procedures of internal
operation; and proactively tackle the extremely negative impact
exerted by the global financial crisis, with a view to minimising
the damage caused by the financial crisis.
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Yantai Bonded Logistic Centre

The Group acquired a 55.39% equity interest in Yantai Beiming
Logistics at a consideration of approximately RMB52.2 million
on 26 June 2008. Yantai Beiming Logistics has facilities in Yantai,
Shandong Province including bonded warehouses, normal
warehouses, warehouses with constant temperature and
warehouses in the Export Processing Zone, occupying an area
of 50,000 square metres. It provides bonded warehousing, customs-
monitored transportation, normal goods warehousing and
transportation, and delivery services to large-scale manufacturing
enterprises within the Export Processing Zone in Yantai.

Since its establishment in June 2008, Yantai Beiming Logistics
has recorded a turnover of HK$5.28 million during the Year. Its
revenue came from warehousing and loading/unloading,
transportation, delivery, customs declaration and express
transportation service. Yantai Beiming Logistics will capitalise
on its existing effective resources and network to maximise its
market competiveness, integrating various resources as well as
minimsing operating risks.

Yantai Beiming Logistics provides logistic ancillary services to
large-scale manufacturing enterprises within the Export Processing
Zone in Yantai and has become the largest bonded logistic service
platform in Yantai. Its business has been extended to a number
of enterprises in numerous countries and regions, and it has
established long-term and stable cooperating relationships with
certain large-scale enterprises in the world. Meanwhile, Yantai
Beiming Logistics is proactively promoting the service brand name
of Beiming Total Logistics and enhancing market information access
between Yantai and nearby areas, thereby enhancing its market
share and its brand awareness in the market.

Looking forward to next year, as the impact of the financial crisis
spreads, the development of the logistic industry in Yantai will
be affected considerably. However, Yantai Beiming Logistics will
continue to strengthen and consolidate its market share in the
bonded logistic industry in Yantai, and will proactively seek
opportunities to co-operate with large-scale enterprises, with a
view to providing integrated and quality logistic services as well
as enhancing its market competitiveness.
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PORT BUSINESS

Nanjing Xiba Wharf Company

Nanjing Xiba Wharf Company, in which the Group holds a 70%
equity interest, was jointly established by the Group, Nanjing
Port Authority and Nanjing Chemical Industry Park Co., Ltd. in
April 2008, with an aim to construct and operate 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 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. 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 second phase
is expected to commence construction within four years after
the completion and commencement of operation of the first phase’s
terminals and logistic centre. The terminals and logistic centres
will be mainly engaged in logistic transition and related services
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.

In the second half of 2008, Nanjing Xiba Wharf Company successfully
obtained a number of major approvals from relevant authorities
of Jiangsu Province, local governments and the State, and
commenced the relevant construction and the tendering work
for equipment. The land foundation treatment of Nanjing Xiba
Wharf Company and the construction of Phase 1 project are
expected to be completed in the second and third quarters of
2009, respectively. Roads and depots and office buildings are
expected to be completed at the end of 2009. The entire Phase
| project will be officially completed and commence operation in
2010.
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Logistic Service Business

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

During the Year, the logistic service business of the Group recorded
a turnover of approximately HK$122 million (2007: HK$191 million),
representing a decrease of 36% over the previous year, and a
profit before finance costs and tax of approximately HK$5.1 million
(2007: loss of HK$6.76 million). The decrease in turnover was
mainly attributable to intensifying market competition and
restructuring of the businesses of third-party logistics, as well
as withdrawals from projects with low profitability. The increase
in profit before finance costs and tax was mainly attributable to
strengthened cost control and provisions for impairment of certain
assets in the previous year.

During the Year, China’s logistic market faced tremendous market
pressure due to various factors including fierce market competition
in ancillary services of third-party logistics and transportation,
the snowstorms in southern China, the Sichuan earthquake, an
across-the-board surge of petroleum prices, the need to meet
security requirements for the Olympic Games and the global financial
crisis. The Group strengthened its controls on costs and expenses
while adjusting and optimising its business structure. Meanwhile,
the Group withdrew from operations with low profitability and
focused resources on stabilising and developing initiatives on
quality customers.

Shenzhen EDI Co., Ltd. (“Shenzhen EDI”), of which 68.54% 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.
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During the Year, operating revenue from the core businesses of
Shenzhen EDI was stable, recording an increase of 15% over
the previous year. This was mainly because Shenzhen EDI
continuously boosted the production efficiency of wharf and ship
companies through providing diversified service types and ancillary
services for its customers and enhancing service quality, thereby
leading to a stable operating revenue. In 2008, impacted by the
global financial environment and domestic macro-economic control
measures and suffering from the pressure of increasing costs of
raw materials, fuel and labour, a large number of enterprises
deregistered and relocated, leading to a decrease in the number
of customers. Shenzhen EDI has fully capitalised its experience
and technological resources and organised and consolidated
various existing electronic and customs clearance services into
a new customs clearance service, thereby increasing its source
of revenue with its business expanded. Meanwhile, Shenzhen
EDI has also stabilised its clientele and resources and adjusted
its sales strategy, so as to lay a solid foundation for future
development. Shenzhen EDI will continue to strengthen relationships
with customers and working partners as well as enhancing
communication with the Customs, striving to maintain stability
and growth in business.

Citic Logistics Fritz Co., Ltd. (“Citic Logistics Fritz”), which the
Group holds a 43% interest, is mainly engaged in providing ancillary
logistic services for Shell Petrochemical Company Limited (“CSPC”).
During the Year, turnover of Citic Logistics Fritz amounted to
HK$104 million (2007: HK$83.19 million), representing an increase
of 25% over the previous year. Share of profit under the equity
method amounted to HK$4.9 million (2007: loss of HK$14 million).
During the Year, Citic Fritz’s revenue came mainly from transportation
service, achieving a transportation volume of over 460,000 tonnes
for the Year, with CSPC contributing over 80% of its revenue.
Citic Logistics Fritz continued to maintain business cooperation
relations with CSPC while leveraging its own advantage in logistic
operation. Citic Logistics Fritz will integrate resources, expand
its business and further reduce costs, so as to enhance its market
competitiveness.
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DEVELOPMENT FOCUS AND OUTLOOK OF THE
GROUP

Under the tough foreign and domestic situations, the growth
rate of China’s logistic industry significantly decreased but its
growth remained relatively strong in 2008. Year 2009 may be
the toughest year over the past 30 years for the development of
China’s logistic industry with tremendous operating pressure.
China’s logistic industry will enter a stage of slowing growth and
restructuring.

Adversely affected by macro-economic changes, demand for
highway transportation will see further suppression in 2009. Highway
traffic growth will significantly slow while traffic volumes and toll
revenues generated on toll highways will continue to see a declining
trend. Impacted by the severe snowstorms in southern China
and the Sichuan earthquake, certain regions have successively
rolled out some toll free policies for expressways such as the
“Green Passage” in 2008. In order to boost domestic demand,
these provisional policies will continue to be implemented while
possibilities of adopting other policies which are unfavourable
for toll operations of expressways cannot be ruled out.

Faced with an increasingly complex, ever-changing economic
environment, the Group will proactively strengthen itself to tackle
challenges. The Group will strengthen capital management, further
enhance efforts in capital planning and fund raising, and will flexibly
utilise funds in different ways to enhance corporate value and
profitability. Meanwhile, the Group will manage well its investment
pace and control its expansion speed. It will dedicate efforts to
the construction of existing projects and concentrate on enhancing
the profitability of existing businesses, whilst creating new business
types and operation modes. In addition, the Group will enhance
its supervision mode and system establishment, implementing
segmentation management, as well as stepping up efforts in
recruiting, training and reserving human resources, with a view
to enhancing management and operating efficiency.

3R 2008 Annual Report
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From a medium to long term perspective, China remains in a
stage of industrialisation and urbanisation. Accordingly, the growth
trend of the macro-economy will remain unchanged while the
development trend of the logistics and toll road businesses will
maintain optimistic. The management of the Group strongly believes
that prospects for the Group’s business development in the future
continue to look good. The Group will adhere to its existing medium
to long term directions for its operation and strategic development
in the future, and concentrate resources on logistics infrastructure
and its derived businesses. It will cope with changes and push
forward business development in an orderly manner, in order to
ensure realisation of the Company’s strategic objectives. It will
carry out proactive and effective efforts for enhancing corporate
value.

HUMAN RESOURCES

The management of the Company considers human resources
as an invaluable asset and a key factor to the profitability of the
Group. It regards talents, rewarding staff with outstanding
performance and providing professional training as essential to
the success of the Company. In order to attract talents and retain
competent staff and to be fair, employees’ remuneration packages
are determined according to the value of staff’s position their
qualifications, 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 reward staff and enhance their performances, the Group operates
an annual appraisal system to assess their performance during
the Year, and pays high regard to improving employees’ performance
in the process of performance management. Meanwhile, the
Company uses the appraisal results as an important basis for
determining employees’ year-end bonuses, promotion and
adjustment of remunerations. 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 training to employees to encourage them
to continue studies and equip themselves.

As at 31 December 2008, the Group had 2,635 employees in
total, comprising 26 employees in Hong Kong, with the majority
of them being management and finance personnel. There were
2,609 employees in the PRC, with the majority of them engaged
in the management and operation of the toll road and logistic
businesses, as well as back-offices for toll collection.
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EXECUTIVE DIRECTORS

Mr. Guo Yuan, aged 55, 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 successively 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 52, was appointed in March 2000 as an
Executive Director and Vice President of the Company, and was
appointed in August 2006 as the 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.

Mr. Liu Jun, aged 45, 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 Shenzhen Expressway Company
Limited and is currently a director of Shenzhen Airlines Co., Ltd.
and Ultrarich International Limited. Mr. Liu has over 20 years of
experience in corporate development, financial management and
foreign enterprise investment and management.
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Mr. Yang Hai, aged 48, 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 Chongqing 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 57, 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 Standford
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 34 years of management experience.

Mr. Wang Dao Hai, aged 43, was appointed in June 2008 as a
Non-Executive Director of the Company. Mr. Wang obtained a master’s
degree in Accounting from the Southwestern University of Finance
and Economics in the People’s Republic of China and is a Senior
Accountant in the People’s Republic of China. Mr. Wang is currently
the financial controller and head of finance department of Shenzhen
Yuanzhi Investment Co. Ltd., an indirect wholly-owned subsidiary
of Shenzhen Municipal State-owned Assets Supervision and
Administration Commission. He was successively a director and
the financial controller of Shenzhen Shahe Industry (Group) Co.,
Ltd., the assistant to president and the head of finance department,
as well as the secretary of the board of directors of Shenzhen SEG
Hi-Tech Industrial Co., Ltd., and the chief accountant, director and
vice president of Gintian Industry (Group) Co., Ltd.. He had been a
director of Shahe Industrial Co., Ltd. from June 2007 to April 2008.
Mr. Wang has extensive experience in corporate financial management.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Leung Ming Yuen, Simon, aged 60, 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 worked as the head of Credit Risk
Management of Greater China at Deutsche Bank AG.

Mr. Ding Xun, aged 49, 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 and an independent non-executive director of Ruyan Group
(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 55, 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.
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SENIOR MANAGEMENT

Mr. Zhong Shan Qun, aged 44, 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.

Mr. Zhao Jun Rong, aged 44, 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. Mr. Zhao graduated from
Xiamen University with a master’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. Zhao is currently a
non-executive director of Shenzhen Expressway Company Limited.

Mr. Tse Yat Hong, aged 39, 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. Mr. Tse
is currently a non-executive director of Shenzhen Expressway
Company Limited.
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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 2008 (the “Year”).

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
are set out in note 46 to the financial statements.

RESULTS OF THE GROUP

The Group’s results for the year ended 31 December 2008 and
the state of affairs of the Company and the Group as at that
date are set out in the financial statements on pages 78 to 206.

DIVIDENDS

The board of directors recommended the payment of a final cash
dividend of HK1.45 cents per share (2007: HK 1 cent per share
and a special cash dividend of HK 3.5 cents per share) for the
year ended 31 December 2008, totalling approximately HK$203
million (2007: HK$142 million). Such dividend shall be subject
to approval by shareholders of the Company at the forthcoming
annual general meeting.

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.
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REWE INVESTMENT PROPERTIES

REBRAKFERNREMEZ BHFHBHMNY  Details of the movements in the investment properties of the
R EHIZES o Group during the Year are set out in note 8 to the financial statements.
IR A K BB iR #E SHARE CAPITAL AND SHARE OPTIONS

RRABRAAREEANBRANLEREEZS) 2515 Details of the movements in the share capital and share options
CERMERE) &N B wmKRM 20 © of the Company during the Year, together with the reasons therefor,
are set out in note 20 to the financial statements.

BERBRRE PRE-EMPTIVE RIGHTS

RRABZARMEISBEREQAGEEELE  There are no provisions for pre-emptive rights under the Company’s

B (BN R BI BRI Ll 2 EEmE  Bye-Laws or the Companies Act of Bermuda which would oblige

HERRERLBETR) 2RE - the Company to offer new shares on a pro rata basis to existing
shareholders.

BE  BRIHEAQTZ2LTES PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

RAFE » RRRREBBARXSAR AR During the Year, the Company had repurchased its shares on

(MEE2A)) IBEIER GO T - The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
as follows:—
A A= Price per share T ERERE
2008 FEE D 2 A1) Number of x=E KB Aggregate
Month of repurchase in 2008 shares repurchased Highest Lowest price paid
B B B
HK$ HK$ HK$
NA June 56,682,500 0.760 0.720 42,058,625
+ A July 30,972,500 0.750 0.700 22,300,775
LA September 40,140,000 0.495 0.400 18,418,350
+ A October 44,370,000 0.425 0.205 14,194,683
+—A November 19,067,500 0.250 0.212 4,399,012
+=A December 5,530,000 0.300 0.295 1,646,350

196,762,500 103,017,795
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The shares repurchased have been fully cancelled as at 31 December
2008. The repurchases effected by the Board are aimed at enhancing
earnings per share of the Company which are in the interests of
shareholders as a whole.

Save as disclosed above, 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 21 to the financial
statements.

DISTRIBUTABLE RESERVES

As at 31 December 2008, the Company’s distributable reserves
available for distribution to shareholders, comprising contributed
surplus, retained earnings and other distributable reserves, amounted
to approximately HK$2,442,291,000 (2007: HK$3,064,854,000).
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.
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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

Non-executive directors

Mr. To Chi Keung, Simon

Mr. Wang Dao Hai (appointed on 2 June 2008)

Mr. Zhang Hua Qiao (resigned on 30 September 2008)
Mr. Wang Hang Jun (retired on 26 May 2008)

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

Mr. Ding Xun

Mr. Nip Yun Wing

In accordance with the Company’s Bye-Law 100 (supplemented
by Bye-Law 189(v)), Mr. Wang Dao Hai will retire at the forthcoming
annual general meeting. Mr. Wang, being eligible, will offer himself
for re-election as a director of the Company.

In accordance with the Company’s Bye-Law 109(A), Messrs. Liu
Jun, Ding Xun and Nip Yun Wing 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.
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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 2008, 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 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:

REAREBERZEFR Long positions in ordinary shares of the Company

HEARRQTA

PR ERITRAZ

ZEREA Bo

Number of ERME Approximate % of

EEHA ordinary 1=87) Nature issued share capital of

Name of directors shares held Capacity of interest the Company

FREA 20,000,000 EnEA A BA 0.14%
Li Jing Qi beneficial owner personal

g = 19,000,000 EnEA A BA 0.14%
Liu Jun beneficial owner personal

B EXR T —E 2z (BR8] FTi &N -
RIEBEENEFE+_A=1+—HB KR ZESE
HEBITHRAEMEEMEREES MBEK
BIEXVERE 32 M TEAR R FHTFHE LM
FTRtsf sk IR IR <P AR S A Mg AR F) KB
REATR AR R HEMARRIBE LR (EE R
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B EXTEFTRNEF 2w — R T XEK
REHE SR EEN  RFERTAER
FEE  T2TRABHRERA 2B
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RAHEFMEMAR Z RO K ESFMER 2
Mo A E&AMEITEERZEEN - AQE
S ELATAATHT 8 A R IR 2 BAT SR HE - BA
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N2 FREBGEBEMNEMAR 2ZSE
A e

Save as disclosed above and in the section headed “SHARE
OPTION SCHEME” below, as at 31 December 2008, 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.

Under the Scheme, the subscription price is solely determined by
the board of directors and shall be at least the higher of: (i) the
closing price of the shares of the Company as stated in the Stock
Exchange’s daily quotations sheet on the date of offer; (i) the
average of the closing prices of the shares of the 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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TREIBBEARGEXHERKRITEZBRE  The following table lists the details of the outstanding share options

REAFERFANEB 2715 - which were granted under the Scheme and their movements
during the Year:
FINBREEE ROLERAHEIR) KAANROER
Number of unlisted share options (physically settled equity derivatives) Share price of the Company™
HERE  HERE

B8t REER  HZREINE BhE  RER®  fERE

it H-BENE 34 REE EE/RN 25 L ERE  AFE" Asatthe  Asatthe

RER -A-f AR REE  Cancelled/ =t-f RERS: 8 Exercise date of date of

Name and As at Granted  Exercised lapsed As at Date of Exercise  price of grantof  exercise of

category 1 January during during during 31 December grant of period of share share share

of participants 2008 the Year the Year the Year 2008 share options* share options  options™ options options
BET BET #on
HKS HKS HKS

g2

Directors

g Brk 35,000,000 - - - 35,000,000 —EEE-ARE CERELECARAE 0532 0.530 il

M. Guo Yuan 6Febuary 2007  —5-ZEZATE NIA

6 February 2007 to

5 February 2012
ey 27,210,000 - - - oan000 —EERE-ATAR ZEERE-ATAR 02 0.285 TR
. Li ding Qi 19 January 2005 ECE-5F NIA

-At+-A

19 January 2005 to

11 January 2010
g ik 30,000,000 - - - 30000000 “SERE-ATAR ZEERE-ATAAE 0.282 0.285 il
M. Liu Jun 19 Janary 2005 —F-FE-F+-8 N/A

19 January 2005 to

11 January 2010
7 A%k 10,000,000 - - - 10000000 “SERE-ATAR ZEERE-ATAAE 0.282 0.285 il
r. Yang Hal 19 January 2005 —3-FF-F+-H NIA

19 January 2005 to

11 January 2010

102,210,000 - - — 102210000

itk

Other employees

aif 63,800,000 - 6000000 — 62800000 “ETRE-ATAR ZEERE-ATARE 082 0.285 0837

In aggregate 19 January 2006 —F-EF-F+-8

19 January 2005 to
11 January 2010
171,010,000 — 600000 165,010,000
BB - BRI S B R - * Under the Scheme, there is no vesting period of the share options.

> TNETTHERY © BITAIRR S AN A R AR (A A Ry g - = The exercise price of the share options was subject to adjustment in the case
BRENITEEN THRE - of rights or bonus issues, or other similar changes in the Company’s share

capital.

o FIREMBRER L BB AARRMNERE - BENRESE The share price of the Company disclosed as at the date of the grant of the
FE R A EARTAY RS 5 B B SR PP REVITH 8 © M FfT share options was the closing price as quoted on the Stock Exchange of the
BREMBEIRETE B BN ARRRGER - BAREEAN trading day immediately prior to the date of the grant of the share options. The
WEERMBREETEE BT — B 2 iU TE - 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.

@ FRIIB BRI A IR A 7] Shenzhen International Holdings Limited ¥R 2008 Annual Report



REEBEETT R - AR REM BTN
WD EERSAFIERA - MERITEER
B EEMNRE - AR FRE LSRR E
ERRA o 1718 5 fE I A 5k 3R 3k 1F B B B X
& B R ARITEBRESEMA MR - XA
FE  BERDEMBERE -

FERRRBESF 2ER

RZTBZENE+_A=1+—8  BEZHELH
BB EXVEBEI36IEREA QR BETHE
ftATacs: - AARISEERER (TBREES
HEBITHRAE) REARAINKGN RIEEKG
R MR B ETI T

REQFDEBERREBRONER

EEGRE
Report of the Directors

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.
No share option was granted during the Year.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN
SECURITIES

As at 31 December 2008, the interests and short positions of
the substantial shareholders, other than directors or chief executives
of the Company, in the shares and underlying shares of the Company
as recorded in the register required to be kept by the Company
under section 336 of Part XV of the SFO are set out below:

Long positions in ordinary shares and underlying shares of
the Company

HNEARRQT
ERITRAMN
Batt
g Pigss Approximate
ZEREE TR 17 % of issued
Number of Number of share capital
BEEHE ordinary underlying &% of the
Name of shareholders shares held shares held Capacity Company
RINTIREERAA 4,836,363,636 —  RESIRFOES 34.48%
(DRYIEE L) —#faE(1) interest of controlled
Shenzhen Investment Holding corporations
Corporation (“SIHC”) — Note(1)
I E 904,109,589 — Em#BA 6.44%
SIHC beneficial owner
Ultrarich International Limited 4,836,363,636 — ETEEA 34.48%
(“Ultrarich”) — f#7£ (3) Note (3) beneficial owner
RINTFIREFERER AR —Hf 2 (2) — 1,439,583,333 EZMAA 10.26%
Shenzhen Investment Holdings beneficial owner
Company Limited — Note (2)
BiE Notes:
(1) Ultrarich &FJIEEN2ENBE AR SORYIRERIEE (1) Ultrarich is a wholly-owned subsidiary of SIHC and accordingly SIHC was deemed

5B _EXFT#EE Ultrarich $:5194,836,363,636 AR A A
2L o

20 FEINTRELBERAANBEARABRTEELEE
1,727,500,000 T T R EF| R AT RARES - ZTRRE
FARBEREEREE 12T (A TFAR) EHA
1,439,583,333MA N R Z LR - LA RREHFAIE
ETREMEERATETA -

(3) PRELE EEFEERBELAE AUltrarichESE - M
Ultrarich A2 B0 R ABRE AR5 R #E A IRIE B 5 R A
EBIEXVERE2 R AN AN A BEAESSAR

B EXFTHEEEN  RZEENF+ZA=+

—B - ARARYBBEREEASLAEER

R(MNBEREEXERITBRAR)FEARAIN

B in R ARRE A0 MBS SR R - TR E FC MR

BE S LB GROIEXVEEI36IFRE BTN

B e

3R 2008 Annual Report

to be interested in the 4,836,363,636 ordinary shares owned by Ultrarich as
disclosed above.

2) Shenzhen Investment Holdings Company Limited owns a non-interest bearing
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.

(3) Messrs. Guo Yuan, Li Jing Qi and Mr. 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.

Save as disclosed above, as at 31 December 2008, 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

As at 31 December 2008, the interests and short positions of

EIRPIEXVEBE 336K T ARAFIAEFHE  other persons who had interests and short positions in the shares
SO AracsE - HA TR ARQRMAD MR  and underlying shares of the Company, which are required to
BOHERRABEHINET be recorded in the register kept by the Company under section
336 of Part XV of the SFO are set out below:
REAREBERZEFR Long positions in ordinary shares of the Company
R NN
BRITRA
Fifs WEDL
ZEREA Approximate
Number of % of issued
BREEHE ordinary &1 share capital of
Name of shareholders shares held Capacity the Company
= —Krat)k(2) 803,485,000 ZREEFEAIKILARZIEH QB EZR 5.73%
Li Ka Shing — Notes (1)&(2) founder of discretionary trusts and
interest of controlled corporations
Li Ka-Shing Unity Trustee 803,485,000 fSrEAREFEZ=HA 5.73%
Corporation Limited (“TDT1") trustee and
— KraE(1)5(2) beneficiary of a trust
— Notes (1)&(2)
Li Ka-Shing Unity 803,485,000 fSrEAREFEZ=A 5.73%
Trustcorp Limited (“TDT2”) trustee and
— M EE(1) % (2) beneficiary of a trust
— Notes (1)&(2)
Li Ka-Shing Unity Trustee 803,485,000 1E3EA 5.73%
Company Limited (“TUT1”) trustee
— ()5 (2)
— Notes (1)&(2)
RIBX (KE)AERLQFR(IRED 803,485,000 X{EHIN A ER 5.73%
— BEE(1) 2 (2) interest of controlled
Cheung Kong (Holdings) Limited corporations
(“CKH”) — Notes (1)&(2)
BisE Notes:
(1) ZERAR RN BIE (1) Such shares in the Company comprise:
(a) i Starcom Venture Limited ([Starcom]) #H 2 (a) the 266,835,000 shares held by Starcom Venture Limited (“Starcom”),
266,835,0008%f%1) * MStarcomAREZ2EHE a wholly-owned subsidiary of Cheung Kong Investment Company Limited,
2 Bf[# 2 "]Cheung Kong Investment Company which in turn is a wholly-owned subsidiary of CKH; and
LimitedZ 2&MBLRF : &
(b) fiCampsie Developments Limited ([Campsiel) (b) the 536,650,000 shares held by Campsie Developments Limited (“Campsie”),

H2536,650,000% /%5 + MCampsie &0 &
BIRAR ([FE]) 2 &% A 2 M B2 " Hutchison
International Limited 2 2 &ME A &) °

@ FRIIB BRI A IR A 7] Shenzhen International Holdings Limited

a wholly-owned subsidiary of Hutchison International Limited, which in
turn is a wholly-owned subsidiary of Hutchison Whampoa Limited (“HWL”).
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TTRA - MTUTTBAUTHEREAZ D BREZEF R R ZR
BAE LITEREGTE= I — UL REE - REZ
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It 4+ Unity Holdings 71 # B TDT1 (The Li Ka-Shing
Unity Discretionary Trust ([DT1]) Z{E7EA) ARTDT2
(B—HE2#E(DT2]) 2558 A) 22 BEEITRA -
TDT1RTDT2HHBUTI ZE7E 8L
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(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 UT1.

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 2008, 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 it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules
in respect of the connected transactions entered into by the Group
during the Year and up to the date of this Annual Report. For
further information of the connected transactions, please refer
to the Company’s announcements dated 22 April 2008, 11
December 2008 and 17 March 2009 respectively.

COMPLIANCE WITH CHAPTER 13 OF THE LISTING RULES

Specific Performance Obligations of the Controlling
Shareholder

On 31 July 2008, the Company, as borrower, entered into a
loan agreement (the “Loan Agreement”) relating to a
HK$1,340,000,000 term loan facility with a syndicate of banks
(the “Lenders”). The facility will be used for general corporate
funding requirements of the Company and its subsidiaries. The
Loan Agreement shall have a maturity of 5 years.
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Pursuant to the Loan Agreement, the Company undertakes to
procure that the controlling shareholder of the Company, namely
Shenzhen Municipal State-owned Assets Supervision and
Administration Commission shall at all times during the continuance
of the Loan Agreement (i) beneficially own, directly or indirectly,
not less than 35% of the issued share capital of the Company; (ii)
be the single largest shareholder of the Company (in terms of the
percentage ownership of the issued share capital of the Company);
(i) maintain control over the management of the Company; and
(iv) beneficially own, directly or indirectly, 100% of the equity interest
in Shenzhen Investment Holdings Company Limited.

Failure to comply with any of the aforesaid undertakings will constitute
an event of default under the Loan Agreement. Upon the occurrence
of an event of default under the Loan Agreement, the Lenders
may declare that the outstanding loan, interest and other sums
payable to be immediately due and payable; and/or declare that
the facility under the Loan Agreement be terminated.

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 61 to 75 of this Annual Report.

AUDITOR

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

ON BEHALF OF THE BOARD

Guo Yuan
Chairman

Hong Kong, 3 April 2009
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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 five meetings in 2008. 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.

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.



/JE%E/D #&%
Corporate Governance Report

EEgETREXZE S (BEERESR
g REZESNFMEES) 2BESR
EBERN BFAIREESEEMNERT
AERBYEXBEMRERNEESET
HUARAWNEE  EFALXRRAX
- EBRMEABE08E T - EEH
WITEELZE MW °

D bt

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.

ARFEAESE EFRETHME
A B EEERR -

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

Bﬁ\;gg/\i EEeCRTARE The board of directors held five meetings in 2008, the
C NRINRE é%@;ﬂzé HEEgEN attendance details of each member of the board during
n$ 15 : the Year are set out below:
HERE,
BERY HER
Meetings Attendance
attended/held Rate
HTES Executive Directors
B REE (EFF) Mr. Guo Yuan (Chairman) 5/5 100%
SARE Mr. Li Jing Qi 5/5 100%
3 FhAE Mr. Liu Jun 5/5 100%
B BRE Mr. Yang Hai 5/5 100%
FHTES Non-executive Directors
HEREE Mr. To Chi Keung, Simon 5/5 100%
TEERE (R-ZTT/\FABE-HBEZE) Mr. Wang Dao Hai (appointed on 2 June 2008) 3/3 100%
@Eﬂ:ﬁf’ﬁi Mr. Zhang Hua Qiao
(R=ZZE )\i)‘tﬂ +HEE) (resigned on 30 September 2008) 3/4 75%
Eﬂﬁ%f‘ﬁi (RZZZNFHA -+/XHEM) Mr. Wang Hang Jun (retired on 26 May 2008)  2/2 100%
BUFHTES Independent Non-executive Directors
REREE Mr. Leung Ming Yuen, Simon 5/5 100%
T dkE Mr. Ding Xun 5/5 100%
EHREE Mr. Nip Yun Wing 5/5 100%

¥R 2008 Annual Report
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The following matters were discussed in the board meetings
in 2008:

(1) to consider and approve the proposed investment,
construction and operation of the Wharf and Logistic
Centres at Xiba Port of Nanjing Chemical Industrial

Park;
to consider and approve 2007 annual results;

to consider and appove the proposed acquisition of
40% equity interest in Shenzhen Western Logistics
Co., Ltd. and disposal of 35% equity interest in Grand
Autopark Company Limited;

(4) toconsider and approve the prosposed general mandate
in relation to the disposal of A shares in CSG Holding
Co., Ltd,;

(5) to review the results and business development of the
first quarter of 2008;

(6) to consider and approve 2008 interim results;

(7)  to review the results and business development of the
third quarter of 2008; and

(8) to consider and approve the entering into a pre-

incorporation expenditure agreement with Nanjing
Chemical Industry Park Co., Ltd.

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.

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.
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A.3

A.4

The Chairman arranges meetings at least once annually with
non-executive directors (including independent non-executive
directors) without the presence of executive directors.

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

As at 31 December 2008, the board of directors comprises
nine directors, including four executive directors and five
non-executive directors, three of whom are independent
non-executive directors. Biographical details of the directors
are set out in the “Biographies of Directors and Senior
Management” section on pages 46 to 49.

On 2 June 2008, Mr. Wang Dao Hai was appointed as a
non-executive director of the Company. On 26 May 2008,
Mr. Wang Hang Jun retired as a non-executive director of
the Company. On 30 September 2008, Mr. Zhang Hua Qiao
resigned as 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.

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;

@ FRIIB BRI A IR A 7] Shenzhen International Holdings Limited ¥R 2008 Annual Report
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(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.

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.
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A.5

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.

The Nomination Committee held two meetings in 2008, the
attendance rate of each member of the Committee 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 2008 annual general

meeting; and

to consider the appointment of Mr. Wang Dao Hai 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.
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The board adopted a code of conduct the (“Code of Conduct”)
in respect of securities transactions of the Company by
directors and relevant 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.

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.
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B.1

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) toreview and approve performance-based remuneration
by reference to corporate goals and objectives resolved
by the board from time to time;

(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.
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Remuneration Committee held three meetings in 2008, 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 2007;

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

(3) to approve the entering into a service contract with
Mr. Wang Dao Hai, the newly appointed non-executive
director, and his remuneration; and

(4) to approve the entering into new service contract with

the executive director and senior management.
ACCOUNTABILITY AND AUDIT

Financial reporting

The management had provided the results and financial
statements for 2008 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 2008 and the related information disclosed therein were
complete, accurate and fair and thereafter the 2008 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 2008, 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 auditor to the shareholders are
set out on pages 76 and 77 in this annual report.

Internal controls

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.
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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.

In year 2005, the Group 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 Company’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 are 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. In
2008, according to its governance needs, the Company made
amendments to the relevant internal control and risk management
systems, as well as planning and adopting a number of internal
governance systems, thereby further enhancing the Company’s
internal control system and risk management and strongly
assuring the enhancement of the Company’s governance.
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The board of the Company has comprehensively reviewed
the Group’s internal control systems and risk management
in year 2008 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 ensure the Group to achieve its operation
and governance objectives. The board will continue to press
the management of the Company to continue to enhance
the internal control system in order to ensure an effective
operation of the system.

With the review for the year 2008, the board confirmed that
the Group did not invest in high-risk financial products and
had a sound financial position, and that shareholder interests
were effectively safeguarded. 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 the past year, 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 auditor 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
auditor of the Company, and to approve the remuneration
and terms of engagement of the auditor, and any matters
of resignation or dismissal of the auditor;

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;

to review 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

to discuss 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.

The Audit Committee held five meetings in 2008, the attendance
rate of each member of the Committee was 100%. The Audit
Committee held meetings together with the management and
the auditor in 2008 to discuss and review the following matters:

(1)

to review the annual results for 2007 and the interim
results for 2008, 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;

to approve the auditor’s fees for audit of 2007 financial
statements and fees for review of 2008 interim financial
statements;

to re-appoint auditor of the Company; and

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 auditor of the Company at
least once annually in the absence of the management.

¥R 2008 Annual Report
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ZE BT £ Auditor’s fees

ARRI BN A E EBXGER R ESA © The Auditor of the Company is PricewaterhouseCoopers. Details
RER - KRRINEEEAREBIRMEL N of the fees in relation to the audit and non-audit services provided
FEIRBOEBERFBOT - by the Company’s auditor during the Year were as follows:

BE-2ZN\F
+=ZA=+-—-HBLt
FECWNEA
Fees charged for
the year ended

HE 31 December 2008

Items BT T
HK$’000

TR\ FEUBHREETEA

Fees for audit of 2008 financial statements 2,600

BN ST NFHHUBEREER

Fees for review of 2008 interim financial statements 376.8

FRAZZALETHEREERNERAFRMNN —REETEETHIFEERNHESE
MIEEFTRFE M

Non audit fees for the General Mandate in relation to a Proposed Disposal of Shares in

CSG Holding Co., Ltd. — Possible Very Substantial Disposal 880
By

Total 3,856.8

ERETESDUBELRMKEESAMERMNE  The Audit Committee has reviewed the audit fees, procedures
FFER - $£V§51xﬁlﬁﬁ - Ava IE&E\%E\@LT’EEﬁ and effectiveness, independence and objectiveness of
uT VTEZEEESTRERRAFTFKE L - PricewaterhouseCoopers and recommended to the board their
BEARNARZZEZSNFERNZEED - reappointment as the Company’s auditor in 2009 at the forthcoming

annual general meeting.

D. EESSHEEERRNE 9 D. DIVISION OF AUTHORITIES BETWEEN THE
BOARD AND THE MANAGEMENT

D.1 BEEEWRE D.1 Functions of the management
EECABFFASENERSRE & The board is responsible for formulating overall strategy,
REREHAREENRR  MEFEHHE monitoring and controlling the performance of the Group
BERTHRNENENIERTE i% and the board delegates its management and administration
WKIIHATEFZEGURRESTE A functions to the management, and establishes the Executive
EEBERERASEBEAREBNEER Board Committee to manage and monitor, on behalf of the
BEEEENMAARAR - AEENEE board, the day-to-day operations of the Group and to
FEFTE2EZTGEMR - 251 (ETRER) implement all decisions made by the board. Significant matters
IATEIR - of the Group are required to be approved by the board,

including, but not limited to, the following:
(1 ZFxES: (1) appointment of directors;
(2) FTHHBIRE (2) approval of financial statements;
(3) FEHAEE Hz R EMMRBIREMAE (38) approval of notifiable transactions of the Group as required
TRAMBHRS under the Listing Rules;
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(4) formation of policies and codes as required by regulators;

(5)  formation of specialised committees under the board; and
(6) appointment of auditor, 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;

(8) 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;

(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.
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Corporate Governance Report

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.

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 meetings, the Chairman
of general meetings explained 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 78 to 206, which comprise
the consolidated and company balance sheets as at 31 December
2008, 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 Institutes 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 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.
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Auditor’'s 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 of the
Group as at 31 December 2008 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, 3 April 2009
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Consolidated Balance Sheet
(BIBIBES) - FE & S LB TIE B Efr)

(All amounts in HK dollar thousands unless otherwise stated)

R+=—A=+—8
As at 31 December
P EE 2008 2007
Note (F&E7)
(Restated)
BE ASSETS
kRBEE Non-current assets
Y% - BB MEE Property, plant and equipment 7 1,636,136 869,503
"EYE Investment properties 8 49,183 32,580
FAE L T FE AR Leasehold land, land use
FEMEEEE rights and other leased assets 9 509,656 433,502
EETRE Construction in progress 10 341,542 584,228
| EE Intangible assets 11 18,125,699 13,716,069
REEE QA 2 R Investments in associates 13 1,441,731 1,423,285
RAREHEE 2R Investments in jointly
controlled entities 14 773,559 923,679
AN E B EE Available-for-sale financial assets 15 95,726 222,652
22,973,232 18,205,498
RBEE Current assets
AHfEEHBEE Available-for-sale financial assets 15 1,134,638 854,228
BEAnBEEBRERLERZ Financial assets at fair
WFEE value through profit or loss 16 149,827 591,069
FIEREZEE Assets held for sale 17 14,717 13,632
7% I oAb FE MR Trade and other receivables 18 573,899 417,091
R ERITER Restricted bank deposits 19 160,168 17,449
RekReSEY Cash and cash equivalents 19 1,901,000 3,319,744
TTHEMBITEEE Derivative financial instruments 23 7,143 —
3,941,392 5,213,213
WEE Total assets 26,914,624 23,418,711
Ex EQUITY
AATREFEA Capital and reserves
BiEEERR R E attributable to equity
holders of the Company
&N Share capital 20 2,941,407 3,043,104
Hh{# @ Other reserves 21 (1,374,813) 368,589
REB A Retained earnings
—EBERE - Proposed dividends 38 203,398 639,818
— =i — Others 3,139,929 2,834,832
4,909,921 6,886,343
DERREDR Minority interests 4,972,684 4,647,839
R Total equity 9,882,605 11,534,182
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Consolidated Balance Sheet
(B4 RIFERAS) » BT & 881G LB For A5 )

(All amounts in HK dollar thousands unless otherwise stated)

R+=—A=+—8
As at 31 December
B EE 2008 2007
Note (#E&E75)
(Restated)
aE LIABILITIES
kRBEE Non-current liabilities
B Borrowings 22 7,302,217 4,556,603
TEBBTEEE Derivative financial instruments 23 51,460 1,869
NEEETEEEG Provision for maintenance/
resurfacing obligations 24 366,426 261,855
AR EH Convertible bonds 25 3,066,685 2,720,005
BEMGEHAE Deferred income tax liabilities 26 875,921 937,783
R FE U A Deferred income 27 33,608 65,805
11,696,317 8,543,920
REBAE Current liabilities
TS R EAth FE K Trade and other payables 28 3,233,979 1,084,503
FET IR Income tax payable 159,875 127,105
B3 Borrowings 22 1,941,848 2,129,001
5,335,702 3,340,609
HwEE Total liabilities 17,032,019 11,884,529
HEZRERS Total equity and liabilities 26,914,624 23,418,711
hE (BB BERE Net current (liabilities)/assets (1,394,310) 1,872,604
HEERRBAR Total assets less current liabilities 21,578,922 20,078,102
=25 2=
Li Jing Qi Liu Jun
EFE EFE
Director Director

3R 2008 Annual Report

FIIBIE A% B BR A 7] Shenzhen International Holdings Limited @



BEBER
Balance Sheet
(B HRIEFBES) - 5 % B LB F T B ELY)

(All amounts in HK dollar thousands unless otherwise stated)

Rt+=—RA=+—H
As at 31 December
M5
Note 2008 2007
BE ASSETS
ERBEE Non-current assets
NI £ Investments in subsidiaries 12 4,781,734 2,328,012
REEE Current assets
H b U 5K Other receivables 18 1,265 2,888
A = NET I EN Dividends due from subsidiaries 12 2,842,923 2,550,000
NG O Amounts due from subsidiaries 12 — 2,054,315
ReRREEED Cash and cash equivalents 19 94,872 695,618
2,939,060 5,302,821
WEE Total assets 7,720,794 7,630,833
R EQUITY
AATREREEA Capital and reserves
BhEERE#E attributable to the
Company’s equity holders
[N Share capital 20 2,941,407 3,043,104
H A Other reserves 21 657,330 268,038
REBAH Retained earnings
—EZWRE - Proposed dividends 38 203,398 639,818
—H1 — Others 1,970,855 2,156,998
HRE Total equity 5,772,990 6,107,958
=R LIABILITIES
FRBEME Non-current liabilities
X Borrowings 22 47,894 —
PTTE BT A Derivative financial instruments 23 45,968 —
AR EH Convertible bonds 25 1,706,676 1,517,977
1,800,538 1,517,977
REAE Current liabilities
H & 5 5K Other payables 28 2,458 2,405
= Borrowings 22 141,875 —
AT BT /B R B3k IB Amount due to a subsidiary 12 2,933 2,493
147,266 4,898
wes Total liabilities 1,947,804 1,522,875
HEXREE Total equity and liabilities 7,720,794 7,630,833
=25 2 E
Li Jing Qi Liu Jun
o s
Director Director

@ FIIB BRI IR A 7] Shenzhen International Holdings Limited 3R 2008 Annual Report



,i—‘/_\ = N/
Ra H fm

Consolidated Income Statement
(B4 RIERAS) - BT 2 881G LB B F T A7)

(All amounts in HK dollar thousands unless otherwise stated)

BE+-A=+—HLEE

Year ended 31 December

2008 2007
B 7 (L&)
Note (Restated)
A Revenue 29 5,951,614 4,984,600
HE KA Cost of sales 32 (4,665,236) (3,792,932)
EF Gross profit 1,286,378 1,191,668
Hth e am — %58 Other gains - net 30 160,150 2,214,710
HAn g A Other income 31 104,782 114,869
ol i=ID N Distribution costs 32 (21,757) (19,621)
EEER Administrative expenses 32 (214,332) (2083,760)
B EE A Other operating expenses 32 (1,499) (6,190)
rE B Operating profit 1,313,722 3,291,676
JE & 2[R 4% ) Share of profit of jointly
EREA controlled entities 14 244,439 142,059
FE(REEE A R) (B518) /& F| Share of (loss)/profit of associates 13 (17,601) 17,842
RRE % B 75 Profit before finance
B2 BT 2 R costs and tax 1,540,560 3,451,577
B 75 U 2 Finance income 34 61,866 51,901
B 7 K AN Finance costs 34 (445,761) (304,854)
ARBRESITERRELAR Fair value loss on derivative
BEZHELANEE liability of convertible bonds 34 — (196,173)
KA — F 58 Finance costs - net 34 (383,895) (449,126)
KRB AT 2 A Profit before income tax 1,156,665 3,002,451
FriS%t Income tax expense 35 (190,043) (550,900)
FEMAF Profit for the year 966,622 2,451,551
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Consolidated Income Statement
(BR¥FIaERASN » BT & BB A BB F o B &)

(All amounts in HK dollar thousands unless otherwise stated)

BE+-A=t+—HLEE

Year ended 31 December

2008 2007
B 5 (L&)
Note (Restated)
EhEELHF Attributable to:
KARIRERE A Equity holders of the Company 574,986 2,122,541
DEAR R Minority interests 391,636 329,010
966,622 2,451,551
FEXRAF Earnings per share
REFEA for profit attributable to
EhERE2F equity holders of
the Company during the year
(A TR LET) (expressed in HK cents
per share)
— &K - Basic 37 4.06 15.69
— 858 - Diluted 37 4.04 14.88
BRE Dividends 38 203,398 639,818
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Consolidated Statement of Changes in Equity
(BR1FFIEERS) - BT & BB LB B F T B B )

(All amounts in HK dollar thousands unless otherwise stated)

ARARTRBERADEHNER
Attributable to
equity holders of the Company
28
B HiRE REEK KRREE  AER
Share Other ~ Retained  Minority Total

capital  reserves  earnings interests equity

ZEEtE-F-A&R Balance at 1 January 2007,

B-SEN\EHEL after adjustments for acquisition in 2008

ARt e EARAET under common control combination 1,962,662 501,063 1,986,090 3,393,104 7,832,919
RingE (ERHERERAEZEY) Adjustments for the adoption of

- #1227 8% (W5H2.20) HK(IFRIC) - Int 12 (note 2.2(a)) = 512 14,280 1656 16,448
“ERrF-A-REH L& Balance at 1 January 2007, as restated 1,952,662 501,575 2,000,370 3,394,760 7,849,367
e HBEE Change in fair value of available-

AVNILS for-sale financial assets — 592,626 - — 592,626
TEEHBIA Change in fair value of derivative

NABEY financial instruments - (111) - - (111)
ERELEE Currency translation differences — 210,804 — 169,124 379,928
HEMHLE BEEE Disposal of available-for-sale financial assets — 13430 — — 13430
ERRESPEINFUA Net income recognised directly in equity — 816,749 — 169,124 985,873
ERMHN Profit for the year - — 2122541 329,010 2,451,551
CERLERAMAUANL L Total recognised income and

expenses for 2007 — 816,749 2,122,541 498,134 3,437,424
EEERE Employee share options
- RERH 2 EE - value of services provided 2,450 = = — 2,450
-BaRiRmETE — proceeds from shares issued 43,237 = = — 43237

MRk ESBRR Conversion of convertible bonds 660,722 = = — 660,722
RRERRE Conversion of convertible note 384,033 (56,405) = — 307,628
PERREA Injection by minority shareholders - = — 85796 85,796
BHERER S Transaction with a minority shareholder —  (59,352) —  (83490) (142,842)
HERB A AEHAM Decrease in minority interests arising from

SERRERRD disposal of a subsidiary - — — (3307) (3,307
WERBA Acquisition of a subsidiary = = — 755946 755946
RREFERDH Equity component of convertible bonds — 343501 = — 343,501
ROFBEER Merger reserve arising from common

e control combinations — (1,311,869) — — (1,311,869
%"i‘}/\ﬁ & Transfer to reserves — 134300 (134,390) — —
“ZERERE Dividend relating to 2006 - —  (76,981) —  (76,981)
ZE%¢ Wﬁ Dividend paid to the original

ol VNG! shareholders by a subsidiary, which

?)E?E‘%ﬁl?\ was acquired under common control

REMRE combination in 2007 - —  [436,890) —  (436,890)

ZERtET-ACt-BER HE))

1,000,442  (949,735) (648,261) 754945 247,391

Balance at 31 December 2007, as restated 3,043,104 368,589 3,474,650 4,647,839 11,534,182
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RAEREHE
Consolidated Statement of Changes in Equity

(BRAFFIEEEAS) - BB 2 3B LB BT T 43 8 )

(All amounts in HK dollar thousands unless otherwise stated)

ARAAAREREAIENER
Attributable to
equity holders of the Company

L8
RE  HitfE RERR REEs:  4EF
Share Other ~ Retained  Minority Total
capital  reserves  earnings interests equity
“EENE-A-HER Balance at 1 January 2008,
B_EZ\EHfEL after adjustments for acquisition in 2008
AHEHLARLES under common control combination 3,043,104 367,072 3,466,665 4,646,775 11,523,616
RinaE (ERHERERAEZEY) Adjustments for the adoption of
- 21228 (H5E2.20) HK(IFRIC) - Int 12 (note 2.2(a)) - 1517 7,985 1064 10,566
“EENE-A-BEH KEI| Balance at 1 January 2008, as restated 3,043,104 368,580 3,474,650 4,647,839 11,534,182
AthE HEEE Change in fair value of available-
AVNILS for-sale financial assets — 28391 - — 28391
fTEMBIA Change in fair value of derivative
RAEEY financial instruments —  (49211) — - (49211)
EHESZE Currency translation differences — 457817 — 186,028 643,845
EERERDRANTUA Net income recognised directly in equity — 436,997 — 186,028 623,025
FEAT Profit for the year - — 574986 391636 966,622
CEERNERAMAUANL L Total recognised income and
expenses for 2008 — 436,997 574,986 577,664 1,589,647
EEERE Employee share options
~BIRMAGHE - proceeds from shares issued 1,692 = — = 1,692
PERERA Injection by minority shareholders = = — 49350 49,350
ROFBEER Merger reserve arising from common
aitE control combinations — (2,181,643) — — (2,181,643)
BARE Transfer to reserves — 66221 (66,221) - —
“ITHERE Dividend relating to 2007 _ — (540,088 — (640,088
HBARIRETH Dividend paid to minority
SERENRE shareholders by subsidiaries - - —  (15194) (15,194
B R ERS Repurchase and cancellation of shares (108,389) = = —  (103,389)
WERBAR Acquisition of a subsidiary - = — B 6T4 46,674
W ERR R Acquisition of minority interests — (64977) —  (333,649) (398,626)
(101,697) (2180,399) (706,300) (252,819) (3,241,224)

“ER\ETACt-REHR

Balance at 31 December 2008

2,941,407 (1,374,813) 3,343,327

4,972,684 9,882,605
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Consolidated Cash Flow Statement
(B4 RIFERAS) » BT & 881G LB For A5 )

(All amounts in HK dollar thousands unless otherwise stated)

BE+-A=+—HLEE

Year ended 31 December

2008 2007
Bt 5 (L&)
Note (Restated)
EETBNRERE Cash flows from operating activities
EBELANES Cash generated from operations 39 1,376,947 1,067,716
HERARBEER Proceeds from disposals of
Bam ke WBEE financial assets at fair value
Fr{g 5038 through profit or loss 277,376 1,697,039
ERFLE Interest paid (238,820) (189,043)
B FTED Income tax paid (294,872) (281,614)
EERDEL Net cash generated from
HWEES operating activities 1,120,631 2,294,098
RETBNHRERE Cash flows from investing activities
e B B B 2 ) Acquisition of a subsidiary 42 10,666 (462,432)
WiE D8RR = Acquisition of minority interests 43 (398,626) (142,842)
BEWE  BFE Purchases of property, plant and
N mEILE equipment, construction in
MEREE progress, and intangible assets (8,177,318) (3,546,327)
EEHE M - Purchases of leasehold land,
T AR land use rights and
HEtHEEEE other leased assets (59,661) —
EINEE R E QR Increase in investments in
M B AR & associates, subsidiaries and
HEIEGE jointly controlled entities (1,246,210) (1,137,602)
ﬁﬁff%% & 5= Proceeds from disposals of
KBTS 308 property, plant and equipment 39 29,920 14,440
HEEFEEMBSNIEA Proceeds from disposals of
intangible assets — 26,846
HEMRE L - Proceeds from disposals of
4 b AR & leasehold land, land use rights and
HEMBEEEMSHIE other leased assets 19,530 —
oS B A B TS sIE Proceeds from disposal of associates 43 532,160 113,743
HERHEE Proceeds from disposal of
Zﬁﬁ‘kﬁﬁﬁﬁ@fk available-for-sale financial assets — 15,164
& FEESRF Proceeds from disposals of
Z?Emiﬂéﬁ%ﬁﬁﬁfk non-current assets held for sale — 77,120
HERBEA Proceeds from disposal of
Fr{S 538 a subsidairy — 87,892
HEREE3H Proceeds from disposals of held
BB EFERIA -to-maturity financial assets — 117,188
2 UH B Interest received 61,866 51,901
2B Dividends received 381,372 466,799
REZTHFFANERS Net cash used in investing activities (3,846,301) (4,318,110)
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Consolidated Cash Flow Statement
(BIBIBES) - FE & S LB TIE B Efr)

(All amounts in HK dollar thousands unless otherwise stated)

BE+-A=t+—HLEE

Year ended 31 December

2008 2007
B 5 (L&)
Note (Restated)
MEEBN Cash flows from financing
HERE activities
ogEE NSO Capital injection from a former
AR shareholder of a subsidiary — 1,314,407
BT RRES Proceeds from issuance of
FT1S 3k convertible bonds — 1,512,632
2] B A& 15 BT 2 1+ Payment for shares
sl repurchased 20 (103,389) —
BITEBRAER Proceeds from issuance of
ordinary shares 20 1,692 43,237
BITES Proceeds from issuance of
PSR bonds — 831,002
VERRE L BB Capital contribution by minority interests 49,350 85,796
BEAERK Proceeds from borrowings 6,543,311 4,643,848
BEER Repayments of borrowings (4,460,847) (3,939,623)
Z PR HIERITIF K Increase in restricted bank
ERZEM deposits for guarantee (142,719) (7,406)
BRGNS =NE] Dividends paid to the Company
Z R RIS and subsidiaries’ shareholders (655,282) (513,871)
METFBHEEN Net cash generated from
BHE financing activities 1,232,116 3,970,022
RERRSEEY Net (decrease)/increase in cash and
ZF GRD) /#En cash equivalents (1,493,554) 1,946,010
FUReRIRE Cash and cash equivalents at
EEY beginning of the year 3,319,744 1,322,162
bE % W= Exchange gain 74,810 51,572
FREASR Cash and cash equivalents
HEEEY at end of the year 19 1,901,000 3,319,744
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Notes to the Consolidated Financial Statements

1 LAFER

Shenzhen International Holdings Limited (%
NEBEZERBR AR ([RAR) REREER
ANEl ARAIREMBAR (RBIRER])
CBE AR RAERZEHERARNFELEY
MER  BERE CEREBRERREK W
mE &R o

RARR—HARBREFMHZZERAFA -
ARABlz i ABank of Bermuda
Building, 6 Front Street, Hamilton HM11,
Bermuda ° AR RO R EBEE X HTAR
~aE) B ([BERRFT]) °

AARME—ABRREAFINTIREEERQ A
(DRIHEE]) - FIEREB—RIPEARHE
ME ([HE]D) FNTBRNEEEEEBERZ
Bg([RIBEEZ]  AHEBEE#E) EEE
BHAR R_ZEEN\F+_A=+—HB#AH
RATEHI40.92% 5D » BERARE—K
BE - KRAREERE  FYIEREHARQRE
BRI REEBERE S - TIARRNER
ZH7 - MAEYNBRERERFRIIEENERE
BR - EHRNEENTBEREEBR -
I ARAEA H40.92% MR B FRIIEE E
MEFE -

R-ZEZLFE+A+NH ARBZ2EHE
NE—REEEZER CRIDBRAR ([MGE])
ERYIHNELZERR] T REEE R - BIERER
EWER)EEZFERIMAREE KA
AT (DREE]100%HEE  REAAR
#26.6118 70 (M EE®E27 52187T) ° ZWHER
“EENFE+-_A=1tHRRK  REERAK
EENEZENBRAR - FERTEEEAES
FERAEBOERAR (DFEYIER])4.11
BREREKEARBARKD RIS R
4718.868% %1 - BEEIFERWIBTTAE @+ &
SERFYSRFERARERL31.15%E 1
£50.02% (KEEFBEF10.66EKRAER
EBRGENRBARRKG R2,4578 R AHAR
M) FNESRKAEAEENWEBEAR - K=
TTNF=ZA-H  AEERF)ESRFTEN
10.66BRARBMAKATERRBEENA
f%
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(BRAF RIS} - BB 2 BB LB BT T i3 8Efi)

(All amounts in HK dollar thousands unless otherwise stated)

1 GENERAL INFORMATION

Shenzhen International Holdings Limited (the “Company”) is an
investment holding company. The principal activities of the Company
and its subsidiaries (collectively the “Group”), and its associates
and jointly controlled entities are logistics business, including
construction, operation and management of toll highways and
expressways, logistic parks, and the provision of logistic service.

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. The Company has its
primary listing on The Stock Exchange of Hong Kong Limited
(“Stock Exchange”).

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. SIHC owned approximately 40.92% interest of
the Company as at 31 December 2008 and is the largest shareholder
of the Company. As SIHC controls the financial and operating
policies of the Company, 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, the Company’s 40.92%
equity interest is indirectly held by Shenzhen SASAC.

On 16 October 2007, Yiwan Industry Development (Shenzhen)
Co., Ltd. (“Yiwan”), a wholly owned subsidiary of the Company,
entered into an agreement with Shenzhen SASAC, pursuant to
which Yiwan has conditionally agreed to acquire 100% of the
interest of Shenzhen Shen Guang Hui Highway Development
Company (“Shen Guang Hui”) at a consideration of Renminbi
(“RMB”) 2,661 million (approximately Hong Kong dollars (“HKD”)
2,752 million). The acquisition was completed on 30 December
2008, and Shen Guang Hui became a wholly owned subsidiary
of the Group. The major asset of Shen Guang Hui is its holding
of 411 million restricted A-shares of Shenzhen Expressway Company
Limited (“Shenzhen Expressway”), representing approximately
18.868% of the total share capital of Shenzhen Expressway. After
the completion of the acquisition, the interest in Shenzhen
Expressway held by the Group increased from approximately
31.15% to 50.02% (the shares held in aggregate by the Group
in Shenzhen Expressway include 1,066 million restricted A-shares
and 24.57 million H-shares). Accordingly, Shenzhen Expressway
became a subsidiary of the Group. On 2 March 2009, the 1,066
million A-shares of Shenzhen Expressway held by the Group became
freely tradable.
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1 GENERAL INFORMATION (continued)

In addition, Flywheel Investments Limited, a wholly-owned subsidiary
of the Company, and Shenzhen Expressway own 45% and 55%
interests of Jade Emperor Limited (“JEL”) respectively. After the
completion of Shen Guang Hui acquisition, the Company indirectly
held 72.5% interest in JEL, JEL then became a subsidiary of the
Group.

The above acquisitions have been accounted for using merger
accounting under common control combination (Note 2.3(b)).

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 3 April 2009.

2 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.

2.1 Basis of preparation

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

The Group reported net current liabilities of approximately HKD1,394
million as at 31 December 2008. On the basis that the Group
has unutilised banking facilities of approximately HKD11,221 million
as at 31 December 2008, including approximately HKD7,678
million of facilities expiring beyond one year, and has been generating
positive and increasing operating cash flows, the directors of
the Company believe that the Group operates as a going concern
and is able to meet its financial obligations as and when they fall
due. Consequently, the financial statements have been prepared
by the directors of the Company on a going concern basis.

FIIB BRI IR A 7] Shenzhen International Holdings Limited 3R 2008 Annual Report
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

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

(a)

The following amendments to standards and interpretations
are mandatory for the financial year beginning 1 January
2008:

HK(IFRIC) - Int 11, ‘HKFRS 2 - Group and treasury share
transactions’. This interpretation does not have any impact
on the Group’s financial statements.

HK(FRIC) - Int 12, ‘Service Concession arrangements’ (“IFRIC
127). Adoption of the interpretation resulted in changes in
accounting policies on accounting for the service concession
arrangements of the Group. The details and impact on the
financial statements are described in Note 2.2(a).

HK(IFRIC) - Int 14, ‘"HKAS 19 - The limit on a defined benefit
asset, minimum funding requirements and their interaction’.
This interpretation has no impact to the Group’s financial
statements.

The HKAS 39, ‘Financial instruments: Recognition and
measurement’, amendment on reclassification of financial
assets permits reclassification of certain financial assets
out of the held-for-trading and available-for-sale categories
if specified conditions are met. The related amendment to
HKFRS 7, ‘Financial instruments: Disclosures’, introduces
disclosure requirements with respect to financial assets
reclassified out of the held-for-trading and available-for-
sale categories. The amendment is effective prospectively
from 1 July 2008. This amendment has no impact on the
Group’s financial statements, as the Group has not reclassified
any financial assets.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

The following new standards, amendments to standards
and interpretations have been issued but are not effective
for 2008 and have not been early adopted or are not relevant
to the Group’s operations:

HKFRS 8, ‘Operating Segments’, effective for annual periods
beginning on or after 1 January 2009. HKFRS 8 replaces
HKAS 14, ‘Segment reporting’, and requires a ‘management
approach’ under which segment information is presented
on the same basis as that used for internal reporting purposes.
Management is currently assessing the impact of HKFRS
8.

HKAS 1 (Revised), HKAS 1 (Amendment), ‘Presentation of
Financial Statements’, effective for annual periods beginning
on or after 1 January 2009. The revised disclosure requirements
of the standard will be followed by the Group from 1 January
2009.

HKFRS 2 (Amendment), ‘Share-based payment’, effective
for annual periods beginning on or after 1 January 2009.
The amended standard deals with vesting conditions and
cancellations. It clarifies that vesting conditions are service
conditions and performance conditions only. Other features
of a share-based payment are not vesting conditions. As
such these features would need to be included in the grant
date fair value for transactions with employees and others
providing similar services, that is, these features would not
impact the number of awards expected to vest or valuation
thereof subsequent to grant date. All cancellations, whether
by the entity or by other parties, should receive the same
accounting treatment. The Group will apply HKFRS 2
(Amendment) from 1 January 2009, but it is not expected
to have impact on the Group’s financial statements.

HKAS 23 (Amendment), ‘Borrowing Costs’, effective for annual
periods beginning on or after 1 January 2009. This amendment
is not relevant to the Group’s operations, as the Group currently
applies a policy of capitalising borrowing costs which is
similar to the requirements under the amendments.

3R 2008 Annual Report
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

The following new standards, amendments to standards
and interpretations have been issued but are not effective
for 2008 and have not been early adopted or are not relevant
to the Group’s operations: (continued)

HKAS 27 (Revised), ‘Consolidated and separate financial
statements’ (effective from 1 July 2009).The revised standard
requires the effects of all transactions with non-controlling
interests to be recorded in equity if there is no change in
control and these transactions will no longer result in goodwill
or gains and losses. The standard also specifies the accounting
when control is lost. Any remaining interest in the entity is
re-measured to fair value and a gain or loss is recognised
in profit or loss. The Group will apply HKAS 27 (Revised)
prospectively to transactions with non-controlling interests
from 1 January 2010.

HKFRS 3 (Revised), ‘Business Combinations’ (effective from
1 July 2009). The revised standard continues to apply the
acquisition method to business combinations, with some
significant changes. For example, all payments to purchase a
business are to be recorded at fair value at the acquisition
date, with contingent payments classified as debt subsequently
re-measured through the consolidated income statement. There
is a choice on an acquisition by acquisition basis to measure
the non-controlling interest in the acquiree either at fair value
or at the non-controlling interest’s proportionate share of the
acquiree’s net assets. All acquisition-related costs should be
expensed. The Group will apply HKFRS 3 (Revised) prospectively
to all business combinations from 1 January 2010.

HKAS 32 (Amendment), ‘Financial instruments: Presentation’,
and HKAS 1 (Amendment), ‘Presentation of financial
statements’ - ‘Puttable financial instruments and obligations
arising on liquidation’, effective for annual periods beginning
on or after 1 January 2009. This is not relevant to the Group's
operations, as the Group does not have any puttable
instruments.

HKFRS 1 (Amendment), ‘First time adoption of HKFRS’ and
HKAS 27 ‘Consolidated and separate financial statements’
(effective from 1 July 2009). This amendment is not relevant
to the Group's operations, as the Group is not a first-time
adopter of HKFRS.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

The following new standards, amendments to standards
and interpretations have been issued but are not effective
for 2008 and have not been early adopted or are not relevant
to the Group’s operations: (continued)

HK(IFRIC) - Int 16, ‘Hedges of a net investment in a foreign
operation’ (effective from 1 October 2008). This interpretation
is not relevant to the Group' operations as the Group does
not have any hedges of a net investment in a foreign operation.

HKAS 19 (Amendment), ‘Employee benefits’ (effective from
1 January 2009).

The amendment clarifies that a plan amendment that results
in a change in the extent to which benefit promises are
affected by future salary increases is a curtailment, while
an amendment that changes benefits attributable to past
service gives rise to a negative past service cost if it results
in a reduction in the present value of the defined benefit
obligation.

The definition of return on plan assets has been amended
to state that plan administration costs are deducted in the
calculation of return on plan assets only to the extent that
such costs have been excluded from measurement of the
defined benefit obligation.

The distinction between short term and long term employee
benefits will be based on whether benefits are due to be
settled within or after 12 months of employee service being
rendered.

HKAS 37, ‘Provisions, contingent liabilities and contingent
assets’ requires contingent liabilities to be disclosed, not
recognised. HKAS 19 has been amended to be consistent.

The Group will apply the HKAS 19 (Amendment) from 1
January 2009 onwards.

3R 2008 Annual Report
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

The following new standards, amendments to standards
and interpretations have been issued but are not effective
for 2008 and have not been early adopted or are not relevant
to the Group’s operations: (continued)

HKAS 28 (Amendment), ‘Investments in associates’ (and
consequential amendments to HKAS 32, ‘Financial Instruments:
Presentation’ and HKFRS 7, ‘Financial instruments:
Disclosures’) (effective from 1 January 2009). An investment
in associate is treated as a single asset for the purposes of
impairment testing and any impairment loss is not allocated
to specific assets included within the investment, for example,
goodwill. Reversals of impairment are recorded as an
adjustment to the investment balance to the extent that
the recoverable amount of the associate increases. The Group
will apply the HKAS 28 (Amendment) to impairment tests
related to investment in associates and any related impairment
losses from 1 January 2009 onwards.

HKAS 36 (Amendment), ‘Impairment of assets’ (effective
from 1 January 2009). Where fair value less costs to sell is
calculated on the basis of discounted cash flows, disclosures
equivalent to those for value-in-use calculation should be
made. The Group will apply the HKAS 36 (Amendment) and
provide the required disclosure where applicable for impairment
tests from 1 January 2009 onwards.

HKAS 38 (Amendment), ‘Intangible assets’ (effective from
1 January 2009). A prepayment may only be recognised in
the event that payment has been made in advance of obtaining
right of access to goods or receipt of services. The Group
will apply the HKAS 38 (Amendment) from 1 January 2009
onwards.

HKAS 39 (Amendment), ‘Financial instruments: Recognition
and measurement’ (effective from 1 January 2009).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

The following new standards, amendments to standards
and interpretations have been issued but are not effective
for 2008 and have not been early adopted or are not relevant
to the Group’s operations: (continued)

- This amendment clarifies that it is possible for there
to be movements into and out of the fair value through
profit or loss category where a derivative commences
or ceases to qualify as a hedging instrument in cash
flow or net investment hedge.

- The definition of financial asset or financial liability at

fair value through profit or loss as it relates to items
that are held for trading is also amended. This clarifies
that a financial asset or liability that is part of a portfolio
of financial instruments managed together with evidence
of an actual recent pattern of short-term profit-taking
is included in such a portfolio on initial recognition.

- The current guidance on designating and documenting

hedges states that a hedging instrument needs to involve
a party external to the reporting entity and cites a segment
as an example of a reporting entity. This means that
in order for hedge accounting to be applied at segment
level, the requirements for hedge accounting are currently
required to be met by the applicable segment. The
amendment removes this requirement so that HKAS
39 is consistent with HKFRS 8, ‘Operating segments’
which requires disclosure for segments to be based
on information reported to the chief operating decision
maker. Currently, for segment reporting purposes, each
subsidiary designates and documents (including
effectiveness testing) contracts with group treasury
as fair value or cash flow hedges so that the hedges
are reflected in the segment to which the hedged items
relate. This is consistent with the information viewed
by the chief operating decision maker. After the
amendment is effective, the hedge will continue to be
reflected in the segment to which the hedged items
relate (and information provided to the chief operating
decision maker) but the Group will not formally document
and test this hedging relationship.

@ FIIB BRI IR A 7] Shenzhen International Holdings Limited 3R 2008 Annual Report
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

The following new standards, amendments to standards
and interpretations have been issued but are not effective
for 2008 and have not been early adopted or are not relevant
to the Group’s operations: (continued)

When remeasuring the carrying amount of a debt instrument
on cessation of fair value hedge accounting, the amendment
clarifies that a revised effective interest rate (calculated at
the date fair value hedge accounting ceases) are used.

The Group will apply this HKAS 39 (Amendment) from 1
January 2009 onwards.

HKFRS 5 (Amendment), ‘Non-current assets held for sale
and discontinued operations’ (and consequential amendment
to HKFRS 1, ‘First-time adoption’) (effective from 1 July
2009). The amendment clarifies that all of a subsidiary’s
assets and liabilities are classified as held for sale if a partial
disposal sale plan results in loss of control, and relevant
disclosure should be made for this subsidiary if the definition
of a discontinued operation is met. A consequential amendment
to HKFRS 1 states that these amendments are applied
prospectively from the date of transition to HKFRSs. The
Group will apply the HKFRS 5 (Amendment) prospectively
to all partial disposals of subsidiaries from 1 January 2010
onwards.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Changes in accounting policies

(@) Adoption of IFRIC 12

In previous years, the costs incurred for constructing the related
infrastructures for toll roads under the service concession
arrangements (“Service Concessions”) of the Group with relevant
local government authorities were accounted for as property,
plant and equipment of the Group and these expenditures were
depreciated on an units-of-usage basis, making reference to the
proportion of actual traffic volume achieved for a particular period
over the total projected traffic volume throughout the periods
within which the Group is granted the rights to operate these
toll roads (the “Traffic Flow Amortisation Method”). IFRIC 12 requires
the Group to account for these Service Concessions under this
interpretation from 1 January 2008 onwards. The application of
the interpretation results in changes in accounting policies of
the Group, which have been applied retrospectively and the
comparative figures have been restated accordingly.

The accounting policies changed arising from the adoption of
IFRIC 12 include the following:

Concession arrangements

The Group has entered into contractual service arrangements
with local government authorities for its participation in the
development, financing, operation and maintenance of various
toll road infrastructures. Under the arrangements, the Group carries
out the construction or upgrade work of toll roads for the granting
authorities and receives in exchange of a right to operate the toll
roads concerned and the entitlement to the toll fees collected
from users of the toll road services. In accordance with IFRIC
12, the assets under the Service Concessions are classified as
intangible assets or financial assets. The assets are classified
as intangible assets if the Group receives a right to charge users
of the respective toll roads or as financial assets if it is paid by
the grantor.

3R 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Changes in accounting policies (continued)

(a) Adoption of IFRIC 12 (continued)
Construction contracts

The Group recognises income and expenses associated with
construction services and upgrade services provided under the
Service Concessions in accordance with HKAS 11, “Construction
Contracts”.

Revenue generated by construction and upgrade services rendered
by the Group is measured at the fair value of the consideration
received or receivable, where total income and expenses associated
with the construction contract and the stage of completion can
be determined reliably. The consideration may be rights to attain
a financial asset or an intangible asset.

The Group uses the percentage of completion method to determine
the appropriate amount of income and expenses to be recognised
in a given period. The stage of completion is measured by reference
to the construction costs of the related infrastructures incurred
up to the balance sheet date as a percentage of total estimated
costs for each contract.

Intangible asset model

The Group applies the intangible asset model to account for the
Service concessions where the Group is paid by the users of
the toll roads and the concession grantors (the respective local
governments) have not provided any contractual guarantees in
respect of the amounts of construction costs incurred to be
recoverable. The intangible asset corresponds to the right granted
by the respective concession grantors to the Group to charge
users of the toll road services.

Intangible assets resulting from the application of IFRIC 12 are
recorded in the balance sheet as ‘concession intangible assets’.
Once the underlying infrastructure of the Service Concessions
is completed, the intangible assets are amortised, on the Traffic
Flow Amortisation Method, as allowed under HK-Int 1, ‘“The
Appropriate Accounting Policies for Infrastructure Facilities’, over
the operating periods granted.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Changes in accounting policies (continued)

(@) Adoption of IFRIC 12 (continued)
Intangible asset model (continued)

For certain Service Concessions contracts, the Group receives
from the concession grantors certain monetary grants (the “Grants”)
in addition to the entitlements and rights to receive the toll fees
from users of the toll road services. The consideration receivable
is divided into two components, financial assets recognised based
on the amount of Grants payable by the concession grantors,
and the residual balance is recognised as intangible assets. The
Grants were previously recognised as deferred income or advances
from government, where deferred income was credited to the
income statement of the Group based on the actual traffic volume
of a period and the basis as determined based on the Grants
and the total projected traffic volume throughout the whole approved
operating period of the relevant toll roads, over the operating
periods of the respective toll roads before the adoption of IFRIC
12.

Financial assets resulting from the application of IFRIC 12 are
recorded in the balance sheet as financial assets.

Provisions

As part of its obligations under the respective Service Concessions,
the Group assumes responsibility for maintenance and resurfacing
of the toll roads it manages. The resulting maintenance and
resurfacing costs, except for upgrade services, are recognised
as provisions according to the requirements of HKAS 37, ‘Provisions,
Contingent Liabilities and Contingent Assets’, when the Group
has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will be required
to settle the obligation, and the amount has been reliably estimated.

Provision for maintenance/resurfacing obligations are measured
at the present value of the expenditures expected to be required
to settle the obligation using a pre-tax rate that reflects current
market assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due to
passage of time is recognised as an interest expense.

@ FIIB BRI IR A 7] Shenzhen International Holdings Limited 3R 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Changes in accounting policies (continued)

(@)  Adoption of IFRIC 12 (continued)

Land use rights

Land use rights acquired in conjunction with the Service Concessions
which the Group has no discretion or latitude to deploy for other
services other than the use in the Service Concessions are treated
as intangible assets acquired under the Service Concessions.
They were previously separately presented as long-term assets
of the Group before the adoption of IFRIC 12.

These changes in accounting policies have been applied

R retrospectively and resulted in the following financial impact:
®12H31H
As at 31 December
2008 2007
| & EE Increase in intangible assets 1,312,136 1,193,291
W - B RRE R Decrease in property, plant and equipment (1,208,922) (1,162,686)
EEIRED Decrease in construction in progress (79,687) (6,848)
BEEMEBMRARE (Decrease)/Increase in deferred

CRL) /48 income tax liabilities (1,059) 1,305
NEEERME Increase in provision for maintenance/

B {5538 0 resurfacing obligations 21,174 11,886
E b REEIE N Increase in other reserves 2,803 1,517
RE BRI NN Increase in retained earnings 266 7,985
8RR BR A 2 18 00 Increase in minority interests 343 1,064

¥} 2008 Annual Report R YIIBIBR A2 H BR 22 7] Shenzhen International Holdings Limited @
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.2 Changes in accounting policies (continued)

(a) HWzE12(#E) (a) Adoption of IFRIC 12 (continued)
BZ12A31ALFEE
Year ended 31 December
2008 2007
U A 38 10 Increase in revenue 70,751 68,454
8 65 B AN 3E N Increase in cost of sales (80,265) (76,778)
B RSB AN 35 N Increase in finance costs (1,271) (579)
P15 1R Decrease in income tax expenses 2,202 1,904
DE R R E SR Decrease in minority interests 864 705
BREXRBFR LD Decrease in basic earnings per
(A ZRAEET) share (in HK cents per share) (0.055) (0.047)
B R FR D Decrease in diluted earnings per
(A ZRAEET) share (in HK cents per share) (0.054) (0.044)
R-ZEZTE+FE—F—HZ2HWRER%EZSE  The opening retained earnings at 1 January 2007 has been increased
T INE B S BUE i % 14,280,0007T © by HKD14,280,000 as a result of these changes in accounting

A EEE RRRASEELFES S 6 T IS
Az g (M) - BB 12HZERKREER

CHEERBMRAHESHARZEIEEN
(BF5E5) °

@ FII BT B BR A F) Shenzhen International Holdings Limited

policies.

The above changes are for the Group prior to entities acquired
under common control combination (Note 1). The impact of IFRIC
12 on those entities acquired under common control combinations
has been reflected in the restated amounts adjusted for merging
accounting (Note 5).

3§ 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Changes in accounting policies (continued)
(o) Jointly controlled entities

In previous years, the Group adopted the proportionate consolidation
method under HKAS 31, ‘Interests in Joint Ventures’, to account
for its interests in jointly controlled entities. On 30 December
2008, the Group changed to adopt equity method of accounting,
the alternative method under HKAS 31, to account for its interests
in jointly controlled entities.

The directors of the Company are of the view that the change in
accounting method for interests in jointly controlled entities would
provide more reliable, relevant and comparable information of
its interests in jointly controlled entities on the Group’s financial
position, financial performance and cash flows, which is consistent
with the policy adopted in the Group’s major subsidiary, Shenzhen
Expressway'’s statutory financial statements prepared in accordance
with the Chinese Accounting Standards (“CAS”) where equity
accounting method is mandatorily adopted to account for interests
in jointly controlled entities. Given the fact that the CAS is formulated
based on a similar conceptual framework as HKFRS and HKAS
31 does not specify whether proportionate consolidation method
or equity method of accounting is superior than the other, the
directors of the Company consider that consistent application
of equity accounting method would enhance the comparability
of financial information presented in its major subsidiary, Shenzhen
Expressway prepared under CAS as well as under HKFRS.

This change in accounting policy has been applied retrospectively
and resulted in:

M12H31H
As at 31 December
2008 2007
HEEHEE Increase in investments in jointly
&N controlled entities 76,933 79,949
HMIERE Decrease in other non-current
BERD assets (45,646) (53,095)
B & ER Decrease in current assets (41,391) (52,147)
JEmEB A ER D Decrease in non-current liabilities 1,414 2,955
mE A ER D Decrease in current liabilities 8,690 22,338
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2 FEETHEX#E) 2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.2 EFBEEE (&) 2.2 Changes in accounting policies (continued)
(b) HEZHIEELA (&) (b)  Jointly controlled entities (continued)
BZ12A31ALFEE
Year ended 31 December
2008 2007
A K E Aty Decrease in revenue and
W AR A other income (59,366) (58,126)
AR K & R R A Decrease in costs and expenses 54,101 65,403
B Rim AL~ () Decrease/(Increase) in income
tax expenses 67 (1,221)
FE(G HFIEHIE 88 Increase/(Decrease) in share of profit
AFEM, Chd) of jointly controlled entities 5,198 (6,056)

ZEBRREEHFRNEERAN Y ER
480

o

(c) BF

RAEFE - AEERBEEGTER6TY
X #MEkEBI T 2EGEABEEFET
BREHE -R_ZETN\F+_A=1TH £&
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THRREEL :
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WEFTEEKE QAR LY RE RS

@ FII BT B BR A F) Shenzhen International Holdings Limited

There was no impact on net profit and earnings per share as a
result of this change in accounting policy.

(c) Buildings

In previous years, the Group adopted the revaluation model in
subsequent measurement under HKAS 16, ‘Property, Plant and
Equipment’, to account for its buildings. On 30 December 2008,
the Group changed to adopt cost model, the alternative method
under HKAS 16, to account for its buildings. The following factors
were considered to support this change in accounting policy:

In prior years, the buildings held by the Group were mainly
offices. With the expansion of the business, most of the
buildings of the Group now became more relevant to toll
roads and logistic park;

3§ 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Changes in accounting policies (continued)

(c) Buildings (continued)

- The toll road industry is a specialised industry in the PRC
under the control by the State government, there is no ready
and reliable open market environment. As a result, financial
statements prepared under the revaluation basis will not
provide relevant and useful information to readers and users
of the financial statements;

- Based on management’s research performed on the industry
practice, the cost model is more consistent with the local
industry practice; historical cost accounting would improve
comparability of the state of affairs and operating results
of the Group with other industry players.

The directors of the Company are of the view that the change in
accounting method for buildings would provide more reliable,
relevant and comparable information of its buildings on the Group’s
financial position and financial performance, which is consistent
with the policy adopted in the Group’s major subsidiary, Shenzhen
Expressway’s statutory financial statements prepared in accordance
with the CAS. According to CAS, cost model is mandatorily adopted
to account for property, plant and equipment, including buildings.
Given the fact that the CAS is formulated based on a similar
conceptual framework as HKFRS, the directors of the Company
consider that consistent application of cost model would enhance
the comparability of financial information presented in its major
subsidiary, Shenzhen Expressway ‘s statutory financial statements
prepared under CAS as well as financial statements prepared
under HKFRS.

This change in accounting policy has been applied retrospectively
but there was no impact on net profit and earnings per share as
a result of this change in accounting policy, since no increase in
revaluation for buildings has ever made in the past years.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Consolidation

The consolidated financial statements include the financial statements
of the Company and all of its subsidiaries made up to 31 December.

(@) Subsidiaries

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. Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are de-consolidated
from the date that control ceases.

Apart from the application of merger accounting on those common
control business combinations as depicted in Note 2.3(b) below,
the purchase method of accounting is used to account for the
acquisition of subsidiaries by the Group. The cost of an acquisition
is measured at 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
interests. 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 2.10(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 consolidated income
statement.

Inter-company transactions, balances and unrealised gains on
transactions between group companies are eliminated. Unrealised
losses are also eliminated. 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 2.11).
The results of subsidiaries are accounted by the Company on
the basis of dividend received and receivable.

@ FIIB BRI IR A 7] Shenzhen International Holdings Limited 3R 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Consolidation (continued)

(o)  Common control combination

As depicted in Note 1, the Company, Shen Guang Hui, Shenzhen
Expressway, JEL and SIHC are all under the control of Shenzhen
SASAC, and thus are regarded as different entities under common
control. In respect of the merger of different entities under common
control, the Company has adopted the principles of merger
accounting as prescribed in Hong Kong Accounting Guideline
5 “Merger Accounting for Common Control Combinations” issued
by Hong Kong Institute of Certified Public Accountants (“HKICPA”)
to prepare these consolidated financial statements, 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. The
above transactions have been accounted for by using merger
accounting for common control combinations.

The consolidated financial statements include the financial position,
results and cash flows of these 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 than the common control combinations, they would
be included in the consolidated financial statements of the Group
from the date of that acquisition using the purchase accounting
method (Note 2.3(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.

The net assets of the combining entities or businesses are combined
using the existing book values from the controlling parties’
perspective. No amount is recognised in consideration for goodwill
or excess of acquirers’ interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over cost
at the time of common control combination, to the extent of the
continuation of the controlling party’s interest.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Consolidation (continued)

(b)  Common control combination (continued)

The consolidated income statement includes the results of each
of the combining entities or businesses from the earliest date
presented or since the date when the combining entities or
businesses first came under the common control, where there
is a shorter period, regardless of the date of the common control
combination.

The comparative amounts in the consolidated financial statements
are presented as if the entities or businesses had been combined
at the previous balance sheet date or when they first came under
common control, whichever is shorter.

A uniform set of accounting policies is adopted by those entities.
All'intra-group transactions, balances and unrealised gains on
transactions between combining entities or businesses are eliminated
on consolidation.

Transaction costs, including professional fees, registration fees,
costs of furnishing information to shareholders, costs or losses
incurred in combining operations of the previously separate
businesses, etc., incurred in relation to the common control
combination that is to be accounted for by using merger accounting
is recognised as an expense in the period in which it is incurred.

The adjustment to eliminate the share capital of entities combined
and investment cost has been recorded as merger reserve in
consolidated financial statements (Note 5).

(c) Transactions with minority interests

The Group applies a policy of treating transactions with minority
interests as transactions with equity owners of the Group. For
purchases from minority interests, 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 interests are also recorded
in equity. For disposals to minority interests, differences between
any proceeds received and the relevant share of minority interests
are also recorded in equity.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Consolidation (continued)

(d) 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 identified on acquisition, net of any
accumulated impairment loss (Note 2.10(a)).

The Group’s share of its associates’ post-acquisition profits or
losses is recognised in the consolidated 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 interest 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 arising in investments in associates
are recognised in the consolidated income statement.

(e) 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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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3 Consolidation (continued)

(e) Jointly controlled entities (continued)

Investments in jointly controlled entities are accounted for using
the equity method of accounting and are initially recognised at
cost. The Group’s investments in jointly controlled entities include
goodwill (net of accumulated impairment losses) identified on
acquisition.

The Group’s share of its jointly controlled entities’ post-acquisition
profits or losses is recognised in the consolidated 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. Accounting policies
of jointly controlled entities have been changed where necessary
to ensure consistency with the policies adopted by the Group.

2.4 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.

2.5 Foreign currency translation

(@) Functional and presentation currency

Items 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”).
Functional currency of the Company is RMB. The consolidated
financial statements are presented in HKD.

@ FYEEIER B R A7) Shenzhen International Holdings Limited 3§ 2008 Annual Report



AR e B IS RAR MY R

Notes to the Consolidated Financial Statements

2 FESTEX@#)

25 HNEBRE (&

(o) X5 K&

INERGHEARZBMEXRRERINGEES
TR AEERERPIERL ARAIR® RS RN
HENERFHEENE R BERBGINEEHER

EREMEEMABEAFRERBEELNER
BEBEEFRaBRRTER -

INE RBMR D BRI HEENEBIEES
m AAERE)  HRESFOEHKX AR EZ
A REENEMEBAEENE L ZEET
DI o EEIHK AR B A ROEN ZRERS
MEHER - BREENE SR NEas iE

R e

FEBUFBEERBE PIWRAAEER
BRLENES) WBREZRER/OAER
B — 8 - FEBEMBKEERAR (HIE0
PREAFHRLEENES BB ZRBREER
SR A HEERER -

DB RIIREETRANMESEER (B
FORA R BARE ) MEEMP BN AT
SITTEBME RIIRER -

i) iﬁ BHNEERBERNEENAGY
ZEERABRANKMERRE

¥} 2008 Annual Report R YIIBIBR A2 H BR 22 7] Shenzhen International Holdings Limited @

(BRAF RIS} - BB 2 BB LB BT T i3 8Efi)

(All amounts in HK dollar thousands unless otherwise stated)

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5 Foreign currency translation (continued)

(o) Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of the
transactions or valuation where items are remeasured. 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 consolidated income statement, except
when deferred in equity as qualifying cash flow hedges.

Changes in the fair value of monetary securities denominated in
foreign currency classified as available-for-sale are analysed between
translation differences resulting from changes in the amortised
cost of the security, and other changes in the carrying amount
of the security. Translation differences related to changes in the
amortised cost are recognised in profit or loss, and other changes
in the carrying amount are recognised in equity.

Translation difference on non-monetary financial assets and liabilities
such as equities held at fair value through profit or loss are recognised
in profit or loss as part of the fair value gain or loss. Translation
differences on non-monetary financial assets such as equities
classified as available-for-sale are included in the available-for-
sale reserve in equity.

() 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;



Are B RAR M R

Notes to the Consolidated Financial Statements

(BRAFFIEEEAS) - BB 2 3B LB BT T 43 8 )

(All amounts in HK dollar thousands unless otherwise stated)

2 FESTEX#)

SNEBRE (B)
NS NE-))

i) BOGEEBAERTWAMEREERR
HEHNFHERFE FRIFLEXRT A
REXZAHEXRNRFARENSED
2o EIBERT MXIBERRRXZH
HERBE) « &

B ph b B A O TE L 2R
H)¥8 ST AR VA B IR

ARBEIRRMELENEERAA
ZABRREEAERBERZBINAE
ZEBERAE-

iii) R AR

2.6 ME BMERRE

ME - BB KRB LR AR IT & MIBEE
Bk - BN ABREKEZEEE BKEG
HF °

B AR EENEZIAB B BN RRLEN
ﬁTHE/IIL)\ZKE. ME2EEE R Z N
BN TEREEENRAENEREBELE

ERER) BB ZREERE EFHE
R MAREMEERMREEEENM B[R

RiREIEE

KX -

BTFRBEY 2 TENBRESEKRERR
MAOSHK L BRIEHEEN 2 MR R LA A
ERFER CABREE R/E) MEEERSRER -

Y| EFRIZER B BR A A Shenzhen International Holdings Limited

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currency translation (continued)

Group companies (continued)

i)  income and expenses for each consolidated 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.

Goodwill and fair value adjustments arising on the acquisition
of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at the closing rate.

2.6 Property, plant and equipment

Property, plant and equipment is 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 in the consolidated
income statement during the financial period in which they are
incurred.

Depreciation of buildings and structures is calculated to write
off their costs to their estimated residual values on a straight-
line basis over the unexpired periods of the leases or toll road
operating right, whichever is shorter.

3R 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Property, plant and equipment (continued)

Depreciation on other property, plant and equipment is calculated
using the straight-line method to allocate their costs or revalued
amounts to their residual values over their estimated useful lives,
as follows:

— Buildings 10-50 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, fixtures
and equipment

3-10 years

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 2.11).

Gains and losses on disposals are determined by comparing
the proceeds with the carrying amount and are recognised within
‘other gains - net’, in the consolidated income statement.

2.7 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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8 Investment properties

Investment property, principally comprising commercial buildings
and carpark spaces, 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
gains - net’.

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

2.9 Leasehold land, land use rights and other leased
assets

Leasehold land, land use rights and other leased asets 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.

2.10Intangible assets

(@ 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
is included in intangible assets. Goodwill on acquisition of associates/
jointly controlled entities is included in investments in associates/
jointly controlled entities and is tested for impairment as part of
the overall balance. 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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10Intangible assets (continued)

(@) Goodwill (continued)

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 identified according to operating segment.

(b) Concession intangible assets

As detailed in Note 2.2(a), under Service Concessions, where
the Group has entered into contractual service arrangements
with local government authorities for its participation in the
development, financing, operation and maintenance of various
toll road infrastructures, the Group carries out the construction
or upgrade work of toll roads for the granting authorities and
receives in exchange of a right to operate the toll roads concerned
and the entitlement to the toll fees collected from users of the
toll road services. Concession intangible assets correspond to
the right granted by the respective concession grantors to the
Group to charge users of the toll road services and the fact that
the concession grantors (the respective local governments) have
not provided any contractual guarantees in respect of the amounts
of construction costs incurred to be recoverable.

For certain Service Concessions contracts, the Group receives
from the concession grantors certain monetary grants in addition
to the entitlements and rights to receive the toll fees from users
of the toll road services. The consideration receivable is divided
into two components, financial assets recognised based on the
amount of Grants payable by the concession grantors, and the
residual balance is recognised as intangible assets.

Land use rights acquired in conjunction with the Service Concessions
which the Group has no discretion or latitude to deploy for other
services other than the use in the Service Concessions are treated
as intangible assets acquired under the Service Concessions.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10Intangible assets (continued)

(b) Concession intangible assets (continued)

Amortisation of concession intangible assets is calculated to write
off their costs on an units-of-usage basis according to the HK
Int-1, ‘“The Appropriate Accounting Policies for Infrastructure
Facilities’, issued by the Hong Kong Institute of Certified Public
Accountants, whereby amortisation 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. If it is considered appropriate, independent professional
traffic studies will be performed. Appropriate adjustments will
be made should there be a material change.

2.11 Impairment of non-financial assets

Assets that have an indefinite useful life, for example goodwill,
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
impairment are reviewed for possible reversal of the impairment
at each reporting date.

2.12Financial 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 purpose for which the financial assets were acquired.
Management determine the classification of its financial assets
at initial recognition and re-evaluate their classification at each
balance sheet date.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12Financial assets (continued)

(@) 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 also categorised as held for trading unless they
are designated as hedges. Assets in this category are classified
as current assets.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. They are included in current assets, except for maturities
greater than 12 months after the balance sheet date. These are
classified as non-current assets. The Group’s loans and receivables
comprise ‘trade and other receivables’ in the balance sheet (Notes
2.14).

(c) Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial assets
with fixed or determinable payments and fixed maturities that
the Group’s management has the positive intention and ability
to hold to maturity. If the Group were to sell other than an insignificant
amount of held-to-maturity financial assets, the whole category
would be tainted and reclassified as available for sale. Held-to-
maturity financial assets are included in non-current assets, except
for those with maturities less than 12 months from the balance
sheet date which are classified as current assets.

(d) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated in this category or not classified in any of the
other categories. They are included in non-current assets unless
management intends to dispose of the investment within 12 months
of the balance sheet date.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12Financial assets (continued)

Recognition and measurement

Regular way 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 consolidated
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 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 consolidated 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
consolidated income statement as part of ‘other income’ when
the Group’s right to receive payments is established.

When securities classified as available-for-sale are sold or impaired,
the accumulated fair value adjustments recognised in equity are
included in the consolidated income statement as gains and losses
from investment securities.

Dividends on available-for-sale equity instruments are recognised
in the consolidated income statement as part of ‘other income’
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 investment, 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 consideration
of the valuation techniques.

@ FIIB BRI IR A 7] Shenzhen International Holdings Limited 3R 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12Financial assets (continued)

Recognition and measurement (continued)

The Group assesses at each balance sheet date whether there
is objective evidence that a financial asset or a group of financial
assets in 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 securities are 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 consolidated income statement. Impairment losses recognised
in the consolidated income statement on equity instruments are
not reversed through the consolidated income statement. Impairment
testing of trade receivables is described in Note 2.14.

2.13Derivative financial instruments and hedging
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 designed 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 transaction (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 cash flows of hedged items.

The fair values of various derivative instruments used for hedging
purposes are disclosed in Note 23. Movements on the hedging
reserve in shareholders’ equity are shown in Note 21. The full
fair value of a hedging derivative is classified as a non-current
asset or liability when the remaining maturity of the hedged item
is more than 12 months. Trading derivatives are classified as a
current asset or liability.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13Derivative financial instruments and hedging
activities (continued)

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 consolidated income statement
within ‘other gains - net’.

Amounts accumulated in equity are recycled in the consolidated
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 consolidated income statement within ‘finance costs’. 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 the 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 consolidated 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 consolidated
income statement within ‘other gains - net’.

@ FYEEIER B R A7) Shenzhen International Holdings Limited 3§ 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.14Trade 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 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 consolidated income statement within
‘administrative expenses’. When a receivable is uncollectible, it
is written off against the allowance account for receivables.
Subsequent recoveries of amounts previously written off are credited
against ‘other gains - net’ in the consolidated income statement.

2.15Non-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 to be 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 2.12.

2.16 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held
at call with banks, other short-term highly liquid investments with
original maturities of three months or less, and bank overdrafts.
Bank overdrafts are shown within borrowings in current liabilities
on the balance sheet.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.17 Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares
or options are shown in equity as a deduction, net of tax, from
the proceeds.

Where any group company purchases the Company’s equity share
capital (treasury shares), the consideration paid, including any
directly attributable incremental costs (net of income taxes) is
deducted from equity attributable to the Company’s equity holders
until the shares are cancelled or reissued. Where such shares
are subsequently reissued, any consideration received, net of
any directly attributable incremental transaction costs and the
related income tax effects, is included in equity attributable to
the Company’s equity holders.

2.18 Trade payables

Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.

2.19Borrowings and convertible bonds

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Borrowings are subsequently stated at amortised
cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in the consolidated
income statement over the period of the borrowings using the
effective interest method.

Fees paid on the establishment of loan facilities are recognised
as transaction costs of the loan to the extent that it is probable
that some or all of the facility will be drawn down. In this case,
the fee is deferred until the draw-down occurs. To the extent
there is no evidence that it is probable that some or all of the
facility will be drawn down, the fee is capitalised as a prepayment
for liquidity services and amortised over the period of the facility
to which it relates.

3R 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Borrowings and convertible bonds (continued)

At the initial recognition, the fair value of the liability portion of a
convertible bond (apart from those with settlement options) is
determined using a market interest rate for an equivalent non-
convertible bond. This amount is recorded as a liability on an
amortised cost basis until extinguished on conversion or maturity
of the bond. The remainder of the proceeds is allocated to the
conversion option. This is recognised and included in shareholders’
equity, net of tax.

Convertible bonds with settlement options are classified as financial
liabilities instead of equity. Embedded derivatives of the convertible
bonds are carried at fair value as derivative liabilities and the
changes in the fair value are recognised in the income statement.
The liability portion of convertible bonds is the balance after deducting
the initial fair value of the derivative liabilities of convertible bonds
from the proceeds, which is subsequently carried at amortised
cost.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability for
at least 12 months after the balance sheet date.

2.20Borrowing 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.

2.21 Current and deferred income tax

The tax expense for the period comprises current and deferred
tax. Tax is recognised in the consolidated income statement,
except to the extent that it relates to items recognised directly
in equity. In this case, the tax is also recognised in equity.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Current and deferred income tax (continued)

The current income tax charge is calculated on the basis of the
tax laws enacted or substantively enacted at the balance sheet
date in the countries where the Company and its subsidiaries
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. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.

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

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 controlled by the Group and it is probable that the
temporary difference will not reverse in the foreseeable future.

2.22 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 the PRC. Apart from these, the Group has no legal or constructive
obligations for further payments.

@ FIIB BRI IR A 7] Shenzhen International Holdings Limited 3R 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Employee benefits (continued)
(@) Pension obligations (continued)

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.

(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 service (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.

The proceeds received net of any directly attributable transaction
costs are credited to share capital (nominal value) and share
premium when the options are exercised.

(c) Profit-sharing and bonus plans

The Group recognises a liability and an expense for bonuses
and profit-sharing, based on a formula that takes into consideration
the profit attributable to the Company’s shareholders after certain
adjustments. The Group recognises a provision where contractually
obliged or where there is a past practice that has created a
constructive obligation.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23 Provisions

Provisions for environmental restoration, restructuring costs and
legal claims are recognised when: the Group has a present legal
or constructive obligation as a result of past events; it is probable
that an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. Restructuring provisions
comprise lease termination penalties and employee termination
payments. Provisions are not recognised for future operating
losses.

Where there are a number of similar obligations, the likelihood
that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to
any one item included in the same class of obligations may be
small.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax
that reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as interest
expense.

2.24 Revenue recognition

Revenue comprises the fair value of the consideration received
or receivable for the sale 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.

3R 2008 Annual Report
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.24 Revenue recognition (continued)
(@) Toll revenue

Toll revenue from operation of toll roads is recognised on a receipt
basis.

(b) Construction revenue under Service Concessions

Revenue generated by construction and upgrade services rendered
by the Group is measured at the fair value of the consideration
received or receivable, where total income and expenses associated
with the construction contract and the stage of completion can
be determined reliably. The consideration may be rights to attain
a financial asset or an intangible asset.

The Group uses the percentage of completion method to determine
the appropriate amount of income and expenses to be recognised
in a given period. The stage of completion is measured by reference
to the construction costs of the related infrastructures incurred
up to the balance sheet date as a percentage of total estimated
costs for each contract.

(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 flow discounted at the 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 interest rate.

(d) Sales of services and advertising income

Sales of services and advertising income are recognised in the
accounting period when services are rendered.

(e) Dividend income

Dividend income is recognised when the right to receive payment
is established and that payment will be received with reasonable
certainty.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.250perating leases

(@)  When a group company is the lessee

Leases where a significant portion of the risks and rewards of
certain, 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.

(b)  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.

2.26 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.

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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.27 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events not
wholly within the control of the Group. It can also be a present
obligation arising from past events that is not recognised because
it is not probable that outflow of economic resources will be
required or the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the
notes to the financial statements. When a change in the probability
of an outflow occurs so that outflow is probable, it will then be
recognised as a provision.

A contingent asset is a possible asset that arises from past events
and whose existence will be confirmed only by the occurrence
or non-occurrence of one or more uncertain events not wholly
within the control of the Group.

Contingent assets are not recognised but are disclosed in the
notes to the financial statements when an inflow of economic
benefits is probable. When inflow is virtually certain, an asset is
recognised.

2.28 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.

3 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, fair value interest rate risk,
cash flow 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 exposures.
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3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors (continued)

Risk management is carried out under policies approved by the
Board of Directors. The Group identifies, evaluates and hedges
financial risks in close co-operation with the Group’s operating
units. The Board provides written principles for overall risk
management, as well as written 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 investing of excessive liquidity.

(a)

The Group mainly operates in the PRC with most of the transactions
settled in RMB. As at 31 December 2008, cash and bank balances
of HKD241,481,000 (2007: HKD318,931,000) and bank borrowings
of HKD625,614,000 (2007: HKD353,725,000) were denominated
in HKD; and bank balances of HKD1,570,000 (2007:
HKD86,450,000) and bank borrowings of HKD16,833,000 (2007:
HKD25,065,000) which were denominated in United States dollars
(“USD”), respectively. Apart from these, the Group did not have
significant exposure to foreign exchange risk. Nevertheless, the
conversion of RMB into foreign currencies is subject to the rules
and regulations of foreign exchange control promulgated by the
PRC government.

Currency risk

R-ZEZENF+-_A=+—H BEARKEN Asat31 December 2008, should RMB be weakened/strengthened
BB ETTIE/FEI% c MATBEEMEZE by 5% against HKD or USD, with all other factors remain unchanged,
WIHTE - AIEBRBMEFENZEDT the profit after taxation for the year would be affected as follows:
HERHEANENTE %M (Bd)
Change of profit after income tax - increase/(decrease)
rE KAF
Group Company
2008 2007 2008 2007
($eE5)
(Restated)
ARBH B RMB: HKD
— B {E5% — Weakened by 5% (15,597) (1,398) (3,900) 11,869
—H{EE% — Strengthened by 5% 15,597 1,398 3,900 (11,869)
ARBE R ZETT RMB: USD
— B2 {E5% — Weakened by 5% (620) 18,124 23 15,419
—H{EE% — Strengthened by 5% 620 (18,124) (23) (15,419)
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3 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 2008 and
2007, 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
23). 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.

As at 31 December 2008, the balance of bank borrowings of
the Group which were issued at floating rates and not covered
by the interest rate swaps, amounted to approximately HKD3,017
million (2007: HKD3,388 million). As at 31 December 2008, should
the interest rate be increased/decreased by 50 basis points, the
financial cost of the Group would be increased/decreased by
approximately HKD 15,085,000 (2007: HKD16,940,000) respectively.
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3 FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(c) Price risk

The Group is not exposed to commodity price risk, but equity
securities price risk for the financial assets at fair value through
profit or loss. The Group holds shares of CSG Holding Co., Ltd.,
(“CSG”), a company listed in the Shenzhen Stock Exchange,
which are classified as financial assets at fair value through profit
or loss (Note 15). The Group determined their fair value with
reference to the share price of CSG as at year end. Should the
share price of CSG be increased/decreased by 5% as at year

B, HERETEUAREEBEENNEBE  end, with all other factors remain unchanged, the following financial
-2 impact would be resulted from these equity investments:
HBRBEEABHTE M (D)
Change of profit after income
tax - increase/(decrease)
2008 2007
IR (E Share price
— EF5% — Increased by 5% 6,143 25,118
— T 5% — Decreased by 5% (6,143) (25,118)

(d) FERR

EERBERZRESTAERE - EEARTIE
KERERREEFBYRARENNEKREEM
FEMRIR - REBERMNEB LA REBRL T
BRFENRITMM B HEE - ErIRRRES
REBEZTSRENRBKEAB RN
ARHIE - EERBENERSERELRE -

(d) Credit risk

Credit risk is managed on a group basis. Credit risk arises from
cash and cash equivalents, derivative financial instruments and
deposits with banks and financial institutions, as well as credit
exposures to customers, including outstanding receivables and
committed transactions. Transactions are limited to high credit
quality banks and financial institutions. Individual credit limits
granted to customers would be set with reference to internal
and external ratings as determined by the directors. The credit
limits are reviewed periodically.
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3 FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(d) Credit risk (continued)

The table below shows the balances by counterparties as at 31

T—HRRITERRRZEH TN December 2008 and 2007:
r5E NN
Group Company
2008 2007 2008 2007
€ ==7))
(Restated)
B3R A ER1T Banks in PRC 1,834,253 2,558,928 10 —
BABRTT Banks in Hong Kong 215,617 318,970 83,695 305,956
Hit & BB Other financial institutions 11,298 459,295 11,167 389,662
2,061,168 3,337,193 94,872 695,618
RRPREERERT  FEBRITREMESREE  No significant credit risk is expected as the banks in PRC, banks

BB EMEAARFRHOE R RKERTT
BHRTEXTFEEANEERR

ERERAN - TEEEBLAERSE  EEE
IR T8 H A 5 75 (T AR] N B 40 B9 77 43 T BE AR V&S
8o

AEEYEEAKTNEERAR - RERRE
FEMARER R E RS E’JEEETEIEK
?ET$‘$ BEMBEERBNEERR

ERE

(e) HENERRE

BEORDECRREREEFRTENES
BEREARCEERENEABREHRRES - &
SETEFBCARNIRGEERELARFES
EEEE -
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in Hong Kong 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.

(e) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient
cash and marketable securities, the availability of funding through
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.
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3 FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(e) Liquidity risk (continued)

Management monitors the liquidity of the Group through performing
rolling forecasts of the Group’s liquidity reserve, which comprises
undrawn borrowing facilities (Note 22) and cash and cash equivalents
(Note 19), on the basis of expected cash flows.

The table below analyses 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 is not significant.

1226 R 255 R

1%L0F  Between1  Between 2 5ENE
Less than and and Over
1 year 2 years 5 years 5 years
rEE Group
—EENF+ZR=+—H At 31 December 2008
RITER Bank borrowings 2,004,503 1,136,725 2,596,582 6,830,335
TERKBIA Derivative financial instruments — 5,492 45,968 —
& Bonds 66,977 1,794,477 1,903,735 1,357,702
B REMENR Trade and other payables 3,233,979 — — —
—EELHF+-R=+—H At 31 December 2007
RITER Bank borrowings 2,245,054 527,874 1,625,078 3,619,508
TERKBIA Derivative financial instruments — — 1,869 —
&5 Bonds 62,040 1,789,540 186,120 2,896,951
B REMENR Trade and other payables 1,079,550 — 4,953 —
YNNG Company
—EENE+=-RA=1+—H At 31 December 2008
RITER Bank borrowings 143,865 48,512 — —
TERBIA Derivative financial instruments — — 45,968 —
AHRES Convertible bonds — 1,727,500 — —
HoAth FE 15 5K Other payables 2,458 — — —
ENLIENGIE € Amounts due to subsidiaries 2,933 — — —
—EZtF¥+-RA=1+—H At 31 December 2007
AR E 5 Convertible bonds — 1,727,500 — —
HoAth FE 15 5% Other payables 2,405 — — —
ENLENGIE € Amounts due to subsidiaries 2,493 — — —

Y| EFRIZER B BR A A Shenzhen International Holdings Limited
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3 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, capital
returned to shareholders, new shares issued or assets sold 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 net
debt divided by total capital. Net debt is calculated as total borrowings
(including current, non-current borrowings and convertible bonds
as shown in the consolidated balance sheet) less cash and cash
equivalents. Total capital is calculated as ‘equity’, as shown in
the consolidated balance sheet.

During 2008, the Group has maintained a consistent strategy to
maintain the gearing ratio within 60%. The gearing ratios at 31
December 2008 and 2007 were as follows:

2008 2007

(&&ES)

(Restated)

®riEE (f7E22%25) Total borrowings (Note 22 & Note 25) 12,310,750 9,405,609
D A N A a3 Less: cash and cash

B (fF7E19) equivalents (Note 19) (1,901,000) (3,319,744)

BEEF5E Net debt 10,409,750 6,085,865

B Total equity 9,882,605 11,534,182

BE IR Total capital 20,292,355 17,620,047

BEE Gearing ratio 51% 35%

3R 2008 Annual Report
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3  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 debts. 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
determined with reference to quotes by dealers or 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 carrying value less impairment provision of trade receivables
and payables are assumed to approximate 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.

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements 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.
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

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 addressed below.

(@) Construction revenue recognition relating to concession
contracts

As described in Note 2.2(a), income and expenses associated
with construction services and upgrade services provided under
the concession service arrangements are recognised in accordance
with HKAS 11 using the percentage of completion method. Revenue
generated by construction services rendered by the Group is
measured at the fair value of the consideration received or receivable.

Due to the fact there was no real cash flow realised/realisable
during the construction phase of the infrastructure during the
Service Concessions, in order to determine the construction revenue
to be recognised during the reporting period, the directors of
the Company made estimates of the respective amounts by making
reference to the provision of project management services by
the Group for construction of toll roads for respective PRC local
governments without the corresponding grants of the toll road
operating rights and entitlement to future toll revenues in return
for management service fees. The directors of the Company have
drawn an analogy of the construction of toll roads under the
Service Concessions as if the Group were providing construction
and project management services. Accordingly, construction revenue
under the respective Service Concessions is recognised at the
total expected construction costs of the related toll roads plus
management fees, computed at a percentage of the costs.
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(a) Construction revenue recognition relating to concession
contracts (continued)

In ascertaining the total construction costs, the directors made
estimates based on information available such as budgeted project
costs, actual project costs incurred/settled to date, and relevant
third party evidence such as signed construction contracts and
their supplements, the related variation orders placed and the
underlying construction and design plans, etc. In ascertaining
the amount of management fee, the directors have made reference
to the practice for determining management fees for management
construction contracts transacted by the Group, whereby the
fee is determined based on a range of 1.5% to 2.5% on the total
budgeted costs of each project, according to the scale and size
of the respective projects.

The construction revenue recognised by the Group under the
percentage of completion method for the Service Concessions
amounted to approximately HKD3,645 million (2007: HKD2,877
million) for the year. Due to the significant rise in construction
and related costs during 2008, the actual costs were higher than
the budget and the profit derived from the construction activities
was relatively small at HKD1.62 million for the year (2007: HKD25.59
million). The directors of the Company consider that these are
their current best estimates on the magnitude of construction
revenue and related profits. Were the magnitudes of the final
construction costs and the management fee applied as a percentage
of the construction costs to be differed from management’s current
estimates, the Group would account for the change prospectively.

(b) Amortisation of concession intangible assets

As mentioned in Note 2.2(a), the Group applied IFRIC 12 and
recognised concession intangible assets under the service
concession arrangements and provides amortisation thereon.

@ FIIB BRI IR A 7] Shenzhen International Holdings Limited 3R 2008 Annual Report
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b) Amortisation of concession intangible assets (continued)

Amortisation of concession intangible assets is provided under
the Traffic Flow Amortisation Method, which resembles the method
of depreciation of toll roads previously recorded as property,
plant and equipment before the adoption of IFRIC 12. Consequently,
the estimate and assumptions in relation to depreciation of toll
roads recognised under property, plant and equipment as disclosed
in the 2007 annual financial statements are applicable to the
amortisation of concession intangible assets in 2008.

Material adjustments may need to be made to the carrying amounts
of concession intangible assets should there be a material difference
between total projected traffic volume and the actual results.
However, there was no significant change in the directors’ estimate
of the total projected traffic volume for the approved operating
rights period of respective toll roads during the year.

(c) Provisions for maintenance/resurfacing obligations

As described in Note 2.2(a), the Group has contractual obligations
under the Service Concessions to maintain the toll road infrastructure
to a specified level of serviceability. These obligations to maintain
or restore the infrastructure, except for upgrade services, are to
be recognised and measured as a provision. Provision for resurfacing
obligations at 31 December 2008 of HKD366 million had been
made at the present value of expenditures expected to be incurred
by the Group to settle the obligations at the balance sheet date.

The amount expected to be required to settle the obligations at
the balance sheet date is determined based on the number of
major maintenance and resurfacing to be undertaken throughout
the allowed operating periods of each toll roads operated by the
Group under the Service Concessions and the expected costs
to be incurred for each event. The costs are then discounted to
the present value based on a pre-tax discount rate of 10%.
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4  CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(c) Provisions for maintenance/resurfacing obligations

(continued)

The expected costs for maintenance and resurfacing and the
timing of such events to take place involve estimates made by
the directors of the Company, which were based on the Group’s
resurfacing plan and historical costs incurred for similar activities.

In addition, the directors are of the view that the discount rate
currently used in the current estimate reflects the time value of
money and the risks specific to the obligations.

If the expected expenditures, resurfacing plan and discount rate
were different from management’s current estimates, the change
in provision for maintenance/resurfacing is required to be accounted
for prospectively.

(d)

Dividends policy of subsidiaries

On 16 March 2007, National People’s Congress approved the
Corporate Income Tax Laws of the PRC (hereinafter “the new
CIT Laws”) which was effective from 1 January 2008. According
to the relevant regulations of the new CIT Laws, when a foreign
investment enterprise distributed dividends out of the profits earned
from 1 January 2008 onwards to its overseas investors, it is subject
to corporate income tax. The applicable orporate income tax
rate varies with the origin of the overseas investors.

The Group has significant amount of distributable profits from
its PRC subsidiaries prior to 31 December 2007, therefore the
directors of the Company believe that the Company does not
require its PRC subsidiaries to declare dividends out of their profits
earned from 1 January 2008 onwards in the foreseeable future.
Accordingly, the Group has not provided deferred tax liabilities
of HKD43,468,000 for profits of its PRC subsidiaries earned during
the year 2008. The directors of the Company will regularly review
the dividend distribution policy of its subsidiaries from time to
time.

3R 2008 Annual Report
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(e) Impairment provision for the investment in a jointly
controlled entity

In accordance with the accounting policy stated in Note 2.11,
the Group performs impairment tests on its investments in jointly
controlled entities whenever events or changes in circumstances
indicate that their carrying amounts may not be recoverable. In
prior years, there was indication that the toll road assets of Changsha
Shenchang Expressway Company Limited (“Shenchang Company”),
a jointly controlled entity of the Company, were subject to impairment
losses. In order to assess the recoverable amount of the investment
in Shenchang Company, management reassessed the recoverable
amount of the relevant assets of Shenchang Company. According
to the assessment results, the Group recognised its share of
such impairment loss. Overall, the Group’s share in Shenchang
Company’s cumulative impairment provision was RMB223,000,000
(HKD253,150,000) as at 31 December 2007.

The directors reassessed the position at 31 December 2008,
which included a review of the updated government plans about
development of the toll road infrastructure in the region as well
as the actual traffic flow derived. As a result of such a reassessment,
the directors concluded that no additional impairment provision
or reversal of provision previously made against the concession
intangible assets of Shenchang Company was required.

(f) Income tax liabilities and deferred income tax assets

As described in more details in Note 35(b), one of the Group’s
subsidiary, Shenzhen Expressway was demanded by the Futian
Tax Bureau in a notice (the “Notice”) issued to pay PRC corporate
income tax on certain local subsidies and incentives granted by
the local government authorities in prior years, amounting to
approximately RMB60,472,000(HKD67,986,000). The amount
attributable to the Group is RMB57,987,000 (HKD65,192,000)
(the “Back Taxes”).
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(f) Income tax liabilities and deferred income tax assets
(continued)

Based on the discussion with Futian Tax Bureau, the directors
of the Group considered the final tax amount might probably be
reduced by RMB18,750,000 (HKD21,080,000).

Accordingly, the Group had recognised income tax liabilities
attributable to it in the amount of RMB39,236,000 (HKD44,541,000)
for the year. Deferred tax assets of RMB25,313,000
(HKD28,735,000) had also been recognised on deductible temporary
differences originating from the levy of such Back Taxes. As a
result, the net profit of the Group for the year ended 31 December
2008 was reduced by RMB13,923,000(HKD15,806,000).

The directors of the Company consider that these accounting
treatments reflect their best estimates made based on the current
circumstances and conditions.
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5 ADJUSTMENTS FOR COMMON CONTROL
COMBINATION

As depicted in Note 1, the Group undertook a common control
combination during the year. The following demonstrates the
effect of adopting merger accounting for common control
combinations on the consolidated balance sheets.

Consolidated balance sheet at 31 December 2008

#2008 EHBINAHER
Combining entities acquired in 2008
158
(REake
HEH=%
ENEHE
fadiag)
Group (before
adjustments
for entities
acquired in 2008 AEE  BRE
under merger Shen  Shenzhen E1 158
accounting) ~ Guang Hui Expressway JEL Adjustments Group
Hiita) Kzt Hizkih) Hiaklc) HiaEa) Histel iR Hito)
Note(a) Note(a) Note(b) Note(c) Note (d) Note (g) Note (f) Note (g)
bafit 1 5] Original investments in
RE combining entities 4598702 664,146 605,293 - (3,021,191) (1,746,152) (1,100,798 - - - -
EEE/ (BR)-F8 Other assets/(iabilties)-net 2874853 139,185 8,194,956 1,198,559 —  (2,248540) (156,694)  (119,714) - — 9,882,605
EE/(BR)F8 Net assets/[iabiltes) 7473555 803331 8,800,249 1,198,559  (3,021,191) (3,004,692) (1,257,492)  (119,714) = — 9,882,605
[ Share capital 2,941,407 99,585 2,056,488 218,400 (99,585) (2,056,488 )  (218,400) - - — 2941407
EhE Other reserves 1,835,584 335,217 4700510 1,071,450 —  (4,066,718) (1,091,009)  (28312) 40,033  (131,189) 2,671,466
Atk Merger reserve (1,066,380 ) - - - (2921,606)  (58,293) - - - - (4,046,279)
Rams Retained earnings 3,588,720 368529 1,243,180 (91,291) - (1811,582) 51,917 (96,402)  (40933) 131,189 3,343,327
DYRRES Minoriy interests 174,224 - 800,07 - - 3,008,089 - - - — 4,972,684
7473555 803,331 8,800,249 1,198,559  (3,021,191) (3,994,692) (1,257,492) (119,714 - — 9,882,605
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5 RE—EHTHERSHNWETFAE 5 ADJUSTMENTS FOR COMMON CONTROL
(&) COMBINATION (continued)

R-ZZTELE+-_A=+—H&ESEEEA[E Consolidated balance sheet at 31 December 2007
x®

R20BERHENAHER
Combining entities acquired in 2008
55E
(R2E122
BEREIERRESH
£HEHITE\F
HBEANER)
Group
(as restated for the
effect of adoption Group
of IFRIC 12 but (as adjusted
before adjustments for the effect of
for the effect of RS entities acquired
entities acquired in Shen vl in 2008 under
2008 under merger Guang  Shenzhen a2 merger
accounting) Hui  Expressway JEL Adjustments accounting)
Hisk(a) Hisk(a) R Fizk(c) F3k(d) Fizk(e) 3k Hiitg)
Note(a) Note(a) Note(b) Note(c) Note (d) Note (g) Note (f) Note ()
ﬁ%%ﬁ%ﬁﬁ Original investments in
h& combining enties 2417060 664146 605,203 —  [8%9548) (1746,152) (1,100,798) = = = =
EhEE/(RfE) - %8 Other assets/(labiltes)-net 4,989,221 105507 739315 1,190,865 —  (1908575)  (116746)  (121,266) = — 1153182
BE/(RR)FR Net assets/iabltes TABR0  TEOETS T80 1100865 (B9548) (BE5RT2T) (1217544) (121,266 - — 11518
Rk Share capital 3,043,104 99585 2,056,488 218,400 (09585) (2096488)  (218400) = = - 3043104
EAREMEE Other reserves 1,433,730 208878 4061610 1,027,862 —  (3421218) (1,027,609) (13,772) 40,933 (131,189) 2,233,225
AHEE Merger reserve (1,086,380 ) = = —  (739963)  (58293) - - - —  (1,864,63)
RARE Retained eamings 3,720,776 401210 1,180,141 (55,307 ) — (1733307 28,465 (107,494 ) (40,933) 131,180 3,474,650
DeRFER Minority interests 275,060 - 750,210 - - 3,622,679 - - = = 4,647,839
7,406,280 769,673 7,998,449 1,190,865 (839,548 ) (3,652,727 (1,217,544 ) (121,266 ) = — 11,534,182

fit(a) : ALBBEBEDHSEE RN SEMIELNAZAFTEM  Note (a): The above financial information are extracted from the consolidated financial
= WEIRERNERE12875 » statements of Shenzhen Expressway and JEL and have been restated after
adopting IFRIC 12.
FizE(b) : FABBUARNREB AR ZREK AL HRAERRFZ
R - EEAGHEERER - Note (b): The adjustment represents the elimination of share capital of Shen Guang
Hui against the investment cost in Shen Guang Hui resulting in a debit in
merger reserve.
FiiiE(c) : RARBERZWETAT - RIS R IRETIAERR
P BE NP2 IREIER - R Note (c): Investments in Shenzhen Expressway were previously accounted for as
investments in an associate by the Company and Shen Guang Hui before
the completion of the acquisition. The adjustments represent:
(i) BEIARE RRERAR20074 %2008 12
A31BZEMA - WSR2 RE RS R (i) Reversal of share of accumulated profits and other reserves from
FRARECRHEE investments in Shenzhen Expressway in the books of the Company
and Shen Guang Hui as at 31 December 2007 and 2008;
(i) RARABRREBRARRY SR 2 REK

A RIS R 2 RARR MG EEES O (ii) Elimination of share capital and share premium of Shenzhen Expressway
fRfEEs against the investment cost in Shenzhen Expressway by the Company

and Shen Guang Hui, resulting in a debit in merger reserve;
(i) HEER20074F 2008412 A31 B AL E & Gk

R HRIERE D ER R 2 © @iy~ Recognition of minority interests of Shenzhen Expressway in the
consolidated balance sheet of the Group as at 31 December 2007
and 2008.
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5 ADJUSTMENTS FOR COMMON CONTROL
COMBINATIONS (continued)

Note (d)

Note (e)

Note (f)

Note (g)

Investments in JEL were previously accounted for as investments in a jointly
controlled entity by the Company and Shenzhen Expressway before the
completion of the acquisition. The adjustments represent:

(i) Reversal of share of accumulated profits from investments in JEL in
the books of the Company and Shenzhen Expressway as at 31 December
2007 and 2008;

(ii) Elimination of share capital of JEL against the investment cost in
JEL by the Company and Shenzhen Expressway.

Xin Tong Chan Development (Shenzhen) Co., Ltd. (“Xin Tong Chan”), a company
controlled by Shenzhen SASAC and has now become a subsidiary of the
Company. Xin Tong Chan injected its fixed assets and other assets into
Shenzhen Expressway during Shenzhen Expressway’s establishment in 1996.
The appraised value of such assets contributed by Xin Tong Chan was
recorded in the books of Shenzhen Expressway which were higher than
the then carrying value of the assets in the books of Xin Tong Chan. The
difference between the appraised value and the then carrying value, and
the related additional depreciation or amortisation charge, have been reversed
accordingly upon the common control combinations among Shen Guang
Hui, Xin Tong Chan and Shenzhen Expressway which are all controlled by
the Shenzhen SASAC.

During the year ended 31 December 2006, Shenzhen Expressway acquired
the remaining 5% interests of its 95% owned subsidiary from the Company,
resulting in an increase in other reserves, being the excess of consideration
paid over the share of net assets of the subsidiary acquired. On the other
hand, the Company recorded a gain on disposal of the 5% equity interest.
In addition, the Company received a dividend from the subsidiary of Shenzhen
Expressway during the year ended 31 December 2006. The adjustment
represents the reversals of such increase in other reserves, gain on disposal
and the dividend received by the Company.

Moreover, the 5% equity interests described above were acquired by the
Company from a third party in 2001. The adjustment also includes the other
reserve of the enlarged group, being the excess of consideration paid by
the Company over the share of net assets acquired.

In February 2006, Shenzhen Expressway completed its share reform scheme.
In this connection, Shen Guang Hui transferred part of its legal person shares
in Shenzhen Expressway to the holders of A shares of Shenzhen Expressway
and incurred a loss, which was calculated based on the share of net assets
of Shenzhen Expressway by Shen Guang Hui. Since the acquisition of Shen
Guang Hui will be recognised using merger accounting., the above transfer
of interest in Shenzhen Expressway is regarded as transaction with minority
interests .. According to the accounting policy adopted by the Group, no
gain or loss should be recognised with respect to such transfer. The decrease
in share of net assets of Shenzhen Expressway by Shen Guang Hui shall
be accounted for as a reduction in equity.

6 SEGMENT INFORMATION

During the year, the principal activities of the Group are logistics
business, including development, operation and management
of toll highways and expressways; logistic parks; and the provision
of logistic service. The Group does not have other businesses

that have significant impact on the Group’s operating results

and accordingly, business segment information is not presented.
Meanwhile, the Group is operating only in one area, the revenue
is mainly derived in the PRC, and the principal assets are located
in the PRC. Accordingly, no segment analysis by geographical
area is presented.
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7 Yx BEERRE - &H 7 PROPERTY, PLANT AND EQUIPMENT - GROUP
BE-
il RERZSE
nEEE Ef  Fumiture, WE AR
BF  Leasehold Motor ~fixtures, and Toll ait
Buildings improvements vehicles  equipment roads Total
R-BEtE-f-H KE) At 1 January 2007, restated
HA Cost 593,846 7,121 85,913 439,488 — 1,076,368
ZitihE Accumulated depreciation (76,735) (6,546) (20,786) (159,312) — (262,379)
BEHE Net book amount 517,11 1,575 15,127 280,176 — 813,989
BECZELETCR Year ended 31 December
ST-ALEE KE 2007, as resated
ENEEFE S-FTNEHEZ  Opening net book amount,
AffemERRKES| after adjustments for
acquisition in 2008 under
common control combination 532,451 1,920 30,664 286,941 984,460 1,836,436
FinaR122 8% (FiF2.26) Adjustments for the adoption of
IFRIC 12 (Note 2.2(a)) - - - —  (984,460)  (984,460)
SRS E (HiE2.20) Adjustments for changes in
accounting policies (Note 2.2(0)) (15,340) (345) (15,537) (6,765) — (37,987)
ENREFE G| Opening net book amount, as restated 517,111 1575 15,127 280,176 - 813,989
WENEAF Acquisition of a subsidary 301 - 1519 6,225 - 8,045
N Additions 8,210 — 11,395 15,819 — 30,424
ERIBEA (W10 Transfer from
construction-in-progress (Note 10) 21,757 10 - 35,603 - 57,370
e Disposals (208) = (2,290) (11,942) - (14,440)
EREE Exchange difference 30,407 79 827 16,357 = 47,670
ik Depreciation (20,332) (65) (4,729) (48,429) — (73,555)
ERERTE Closing net book amount 552,246 1,599 21,849 293,809 - 869,503
R-BBLE+ZR At 31 December 2007,
=t-H K& restated
KA Cost 654,020 7377 46,388 503,309 — 1,211,094
ZithE Accumulated depreciation (101,774) (5,778) (24539)  (209,500) — (341,591)
FHEE Net book amount 552,246 1,599 21,849 293,809 = 869,503
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7 MR- -RBEERRE - &EH @)

(All amounts in HK dollar thousands unless otherwise stated)

7 PROPERTY, PLANT AND EQUIPMENT - GROUP

(continued)
BE
BE RERRSG
NELE E&  Furniture, WEAR
BF  Leasehold Motor ~fixtures, and Toll &t
Buildings improvements vehicles  equipment roads Total
BE_ZENETCR Year ended 31

ZT-ALEE December 2008
ENEMFE  E-FEN\EREL  Opening net book amount, after

affeERRKEE)| adjustments for acquisition in 2008

under common control combination 567,877 1,946 37,488 301,297 1,162,686 2,071,294
FinE122 8% (3E2.20a) Adjustments for the adoption of

IFRIC 12 (Note 2.2(a) - - - —  (1162,686) (1,162,686
SR (Wit2.200)) Adjustments for changes

in accounting policies

(Note 2.2(0)) (15,631) (347) (15,639) (7,488) - (39,106)
ENRETE Opening net book amount,

Y] as restated 552,246 1,599 21,849 293,809 - 869,503
WEHBAR (Fid2) Acquisition of a subsidiary (Note 42) 28,317 — 188 6,737 — 35,242
Y Additions 5,099 898 16,105 31,806 - 53,908
e Disposals (4,652) - (740) (5,847) - (11,239)
EEIREA (Hi10) Transfer from construction

in progess (Note 10} 482,017 - - 255,321 - 737,338

HiE Impairment (1,691) = = = = (1,691)
B ER Exchange difference 43,282 127 1738 22,705 - 67,852

& Depreciation (32,583) - (10,757) (71,437) - (114,777)
FREMTHE Closing net book amount 1,072,035 2,624 28,383 533,094 - 1,636,136

RZBBNE+-A=1-H At 31 December 2008

R Cost 1,209,557 6,873 59,953 828,678 — 2,105,061

2ithE Accumulated depreciation (137,522) (4,249) (31570)  (295584) - (468,925)
FHEFE Net book amount 1,072,085 2,624 28,383 533,094 — 1,636,136
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8 REWX —KH

8 INVESTMENT PROPERTIES - GROUP

2008 2007
(reE=5)
(Restated)
FY - BZZEZ N\FHEZ Beginning of year, after
EHEIERAREKES adjustments for acquisition in 2008
under common control combination 32,580 19,710
AURENC-EIP S ¢ Fair value (losses)/gains (4,035) 12,870
ERETRREA Transfer from construction
(MzE10) in progress (Note 10) 20,638 —
FRR End of year 49,183 32,580

UTHHECEBRERAER

The following amounts have been

statement:

recognised in the income

2008 2007

(Fe&E5)

(Restated)

e A Rental income 1,525 1,329
EXHESRANKEDE Direct operating expenses

WEEZEER arising from investment

properties that generate

rental income (296) (287)

1,229 1,042

KEYWEE—_ZTZT)N\F+_-_A=1+—HHIEFZ The investment properties were revalued at 31 December 2008
HELBKRGEMEETERBABRATIAR byindependent, professionally qualified valuers, Asset Appraisal
BEEEMG - TAVENGHERLBEAMMISA  Limited and the directors. Valuations were based on current prices
ERERETE - in an active market for all properties.

AREBRELEHELHEREYWENTEEF The period of leases whereby the Group leases out its investment
HR1FE155 o property under operating leases ranges from 1 to 15 years.
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8 INVESTMENT PROPERTIES - GROUP (continued)

NEBEREYENERIZHETFEDI  The Group’s interests in investment properties at their net book

e values are analysed as follows:
2008 2007
(gg=E=51)
(Restated)
FERENIMIE - E - Outside Hong Kong - PRC:
S0FHIA EMEE Leases of over 50 years 49,183 32,580

9 fHELH  TMFRAEREMEE 9 LEASEHOLD LAND, LAND USE RIGHTS AND

BEE- & OTHER LEASED ASSETS - GROUP

2008 2007

(g =E51)

(Restated)

FY - BoZEZENFHEZ Beginning of year, after
EHEIERAREEKESD adjustments for acquisition in 2008

under common control combination 433,502 415,033

R Additions 59,661 —
W BB KT B A A (M aE42) Acquisition of a subsidiary (Note 42) 25,311 —
BB Impairment (6,766) —
& Disposals (19,530) —
BEREE 2 EE (FIFE30) Reversal of impairment (Note 30) —_ 7,000
By Amortisation (12,672) (10,412)
bE = 5E Exchange difference 30,150 21,881
FH End of year 509,656 433,502
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9 MHELH  tHFAEEHEMBEE 9 LEASEHOLD LAND, LAND USE RIGHTS AND
EE- &8 (®) OTHER LEASED ASSETS - GROUP (continued)
BNEERER  LERMFEITAOT The amount represent prepaid operating lease payments and
their net book values are analysed as follows:
2008 2007
(reE:5)
(Restated)
URES : In Hong Kong held on:
10FE50FHMAEE Leases of between 10 to 50 years 67,347 49,987
S0FHIA EMEE Leases of over 50 years 3,043 3,068
70,390 53,055
FERENIMIE - E - Outside Hong Kong - PRC:
10F B A EE Leases of less than 10 years 18,062 —
10FE50F HMAEE Leases of between 10 to 50 years 344,653 339,733
S0FHIA EMEE Leases of over 50 years 72,505 35,308
RPBBHABHNEE * Leases with unspecified periods* 4,046 5,406
439,266 380,447
509,656 433,502
* REZZTTN\F+—A=1+—0 ZSHELHNLER As at 31 December 2008, legal procedures for procuring certificates of these
BEFEEEENRESF - land use rights are not yet completed.
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(All amounts in HK dollar thousands unless otherwise stated)

10 CONSTRUCTION IN PROGRESS - GROUP

2008 2007
1 E 7
(Restated)
FH) - RZZEZN\FHEZ Beginning of year,
EFEERARERETD after adjustments for acquisition
in 2008 under common
control combination 591,771 154,474
RRE122 A% Adjustments for adoption
(Mf5E2.2(a)) of IFRIC 12 (Note 2.2(a)) (6,848) (101,072)
BHTRREE AR Adjustments for changes
(FtEE2.2(b)) in accounting policies
(Note 2.2(b)) (695) —
F4) - KE5 Beginning of year, as restated 584,228 53,402
= Additions 563,190 575,319
W BB BB A R (M aE42) Acquisition of a subsidiary (Note 42) 466 —
HAME  HEREE Transfer to property,
i) plant and equipment
(Note 7) (737,338) (57,370)
EAKREYE Transfer to investment
(KI5E8) properties (Note 8) (20,638) —
E A4 Other transfers (90,353) (233)
EH =58 Exchange difference 41,987 13,110
T End of year 341,542 584,228
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11 BEEE - &8 11 INTANGIBLE ASSETS - GROUP
Lo
BYEE
Concession BRBEEH
intangible HE Service A3t
assets Goodwill contracts Total

R-EZ2+tF-A-0 REJ At 1 January 2007, as restated

KA Cost 6,639,682 4,489 — 6,644,171
ZEEH Accumulated amortisation (366,162) — — (366,162)
EmFE Net book amount 6,273,520 4,489 — 6,278,009
BE-ZZtE+-R Year ended 31 December 2007
Zt-HLEE
FNREFE N-ZEN\F Opening net book amount,
ez Ae T ERRRET after adjustments for acquisition
in 2008 under common
control combination 5,163,265 4,489 26,455 5,194,209
FnEE122 8% ([:E2.2() Adjustments for the adoption of
IFRIC 12 (Note2.2(a)) 1,110,255 _ _ 1,110,255
B HREE (712.2() Adjustments for changes
in accounting policies
(Note2.2(b) _ _ (26,455) (26,455)
FOREFE Opening net book amount,
gl as restated 6,273,520 4,489 — 6,278,009
NE Additions 2,975,201 — — 2,975,201
WEEHE LR Acquistion of a subsidiary 4,447,034 = = 4,447,034
ERER Exchange difference 305,413 32 — 305,445
B Amortisation (258,253) — — (258,253)
A Impairment — (4,521) — (4,521)
HE Disposals (26,846) — — (26,846)
FREEFE Closing net book amount 13,716,069 — — 13,716,069
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1M1 BREEE — &8 (&) 11 INTANGIBLE ASSETS - GROUP (continued)
RErRE
BYEE
Concession RESH
intangible HE Service Bt
assets Goodwill contracts Total
R-ZBEt&+=R8 At 31 December 2007,
=+-8£E5 as restated
KA Cost 14,343,059 — — 14,343,059
ZEtEH Accumulated amortisation (626,990) — — (626,990)
FERE Net book amount 13,716,069 = = 13,716,069
BZ-ZE\E+=R Year ended 31
=+-HLEEE December 2008

FOREME R-TENF
fE e AEERET

RRE12288
(FizE2.2(a))
FHBRBE (Ki220)

FREFE -
g3

NE

WEKHBAR (fa2)
R

B

iz

FREMZEE
R-ZZENE+-A=+-H
KA

Eh: £

REFE

Opening net book amount,
after adjustments for acquisition
in 2008 under common

control combination 12,522,778 — 13,295 12,536,073
Adjustments for adoption
IFRIC 12 (Note 2.2(a)) 1,193,291 — — 1,198,291

Adjustments for changes in
accounting policies
(Note 2.2(b)) — — (18,295) (18,295)

Opening net book amount,

as restated 13,716,069 — — 13,716,069
Additons 3,682,294 — — 3,682,294
Acquisition of a subsidiary (Note 42) — 1,388 — 1,388
Exchange difference 1,010,247 — — 1,010,247
Amortisation (282,911) — — (282,911)
Write-off — (1,388) — (1,388)
Closing net book amount 18,125,699 — — 18,125,699

At 31 December 2008

Cost 19,162,980 — — 19,152,980
Accumulated amortisation (1,027,281) — — (1,027,281)
Net book amount 18,125,699 — — 18,125,699
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12 RBATRZ#ER — AT 12 INVESTMENTS IN AND DUE FROM/TO
SUBSIDIARIES - COMPANY

2008 2007
IERBEE Non-current assets
JELETIRE - R AE Unlisted investments,
at cost 98,515 98,515
JE L B /B A B 2 FRIA Amounts due from
subsidiaries 4,683,219 2,229,497
4,781,734 2,328,012
MEEE Current assets
FE LB B~ Bl 2 B B Dividends due from
subsidiaries 2,842,923 2,550,000
JE U Bt /B A B 2 FRIE Amounts due from
subsidiaries — 2,054,315
2,842,923 4,604,315
mENEE Current liabilities
FEAST Bt /8 2 B 3K I8 Amount due to a subsidiary 2,933 2,493

RZZEZENF+_A=1+—H TEZHBELA Asat31 December 2008, particulars of the principal subsidiaries
2 IBE R HIEE46 o are set out in Note 46.

ANAEEH B AR T E BB L ERER]  Balance with subsidiaries are unsecured and repayable on demand.
BE MkAEE153,734,000t (ZZEZ+  Except for a receivable amount of HKD153,734,000 (2007:
& BH113,634,0000T) IHEBIRE 2M%H  HKD113,534,000) which bears interest at prevailing borrowing
EREEFRI  REBEBEE ° rates in Hong Kong, the remaining balances are interest-free.
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13 INVESTMENTS IN ASSOCIATES - GROUP

2008 2007
(g&E:5)
(Restated)
F9 - RZZTEZENFHEZ Beginning of the year, after
EHEERBREES adjustments for acquisition
in 2008 under common
control combination 1,423,285 3,796,711
# i (a) Transfer-out (a) — (571,768)
B HEFEG EEE A(b) Transfer from jointly controlled
(MaE14) entities (b) (Note 14) 141,026 —
HAXamER Transfer to investment in
B AR E subsidiaries as a result of
business combination — (1,9883,964)
2 n Additions 42,570 85,349
& (MF5E43) Disposals (Note 43) (241,950) (33,160)
JE (& BE & X ) Share of (loss)/profit
(&518) /&F of associates (17,601) 17,842
2R & Dividends received (25,491) (124,794)
E 5 =58 Exchange difference 119,892 187,069
FR End of the year 1,441,731 1,423,285

R-EENEFE+_A=+—AWBL QRIS
AR B HER7,338,000T (ZEZH4F : &
#79,180,0007T) °

Investments in associates at 31 December 2008 included goodwill
of HKD87,338,000 (2007: HKD79,180,000).

(a) BE AR ENBEATEHE: (@) The investments in associates transferred out represent:
2008 2007
(&&&:5)
(Restated)
BB ZEEEBRMDEE CSG shares transferred to
—AEHE 0% - Available-for-sale financial
& (HizE15) assets (Note 15) — 259,357
—EBRAREEBER - Financial assets at fair value
R BEE through profit or loss — 224,192
BAZREEBERMHEE Tianjin CSG shares transferred to
— R EFEZIERBEE - Non-current assets held for sale — 74,954
g = ) Other equity interests transferred to
—FEFEZIERDEE - Non-current assets held for sale
(BzE17) (Note 17) — 13,265
— 571,768

¥} 2008 Annual Report R YIIBIBR A2 H BR 22 7] Shenzhen International Holdings Limited @




re MR

Notes to the Consolidated Financial Statements

(BRAFFIEEEAS) - BB 2 3B LB BT T 43 8 )

(All amounts in HK dollar thousands unless otherwise stated)

13 RBERT 2R — &8 (&)

(o) MAFE -

R Pﬁ*ﬁ%%ﬁmﬁa
E*ﬂi °© %/
2] $‘$@{§ ﬁ/
ATE - HILE

M/‘\

Bk o

AEBZAREHER - &
BREEEAAKRAERLR (NFEAF])H
ZIEH TIRREAAN
BARTHEXAEEKF
RE A Al AN E
KEK%@E’U it
- 5 R ﬂﬂ’\]&’éﬁﬁb‘éiﬁﬁ it
**’\T&é{ I 5B OR E AR AT i 2 A

13

INVESTMENTS IN ASSOCIATES - GROUP
(continued)
During the year, the equity owners of a jointly controlled

entity, Shenzhen Qinglong Expressway Company Limited
(“Qinglong Company”), jointly resolved to revise the articles
of association of Qinglong Company. As a result, Qinglong
Company is no longer subject to joint control of the Group
and the Group can only exercise significant influence on
Qinglong Company. Consequently, Qinglong Company
became an associate of the Group and the investment in
Qinglong Company was transferred to investments in

associates accordingly. There was no gain or loss arising
from such conversion.

FIAEBERBINT _A=T—HAARFHE - A&
B E 22 AR (REETBEEMKL) 2 BIE
XE - -BEEMAGBHOT :

All associates have 31 December as year end. The share of results,
assets and liabilities of the Group’s principal associates, all of
which are incorporated in the PRC, are as follows:

Firtl
Bil/ BEEZ%
(BB) % Interest

13 af WA Profit/ indirectly
2 Name Assets  Liabilities  Revenue (Loss) held
2008 2008
BEAR Qinglong Company 444,430 305,261 — — 40%
BRIPSEAKAEBRAE  Guangdong Jiangzhong Expressway Company Limited 799,367 539,369 67,049 (6,969) 25%
EMNA-RERARERAE  Guangzhou Westem Second Ring
Expressway Company Limited 810,880 632,020 32,003 (24,472) 25%
FITEEZRAR Shenzhen Huayu Expressway
REARAH Investment Company Limited 260,722 187,085 29,727 288 40%
FBETRBEMAEBAE  Shenzhen Expressway Engineering Consulting
((BmAR)) Company Limited (“Consulting Company’) 17,276 9,549 22,675 1,713 30%
HREIE=ABARAR Nanjing Yangzi River Third Bridge Company Limited
(MBR=BA7)) (‘Nanjing Third Bridge Company’) 966,071 690,358 65,850 (7,609) 25%
EREXEELRERAA Guangdong Yangmao Expressway Company Limited 638,809 414,200 93,813 21,636 25%
EZMEZRRABEBRLA  Yunfu Guangyun Expressway Company Limited 485,908 297,289 32,710 (3,843) 30%
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13 RBERT 2R

- &8 (&) 13

INVESTMENTS IN ASSOCIATES - GROUP

(continued)
Fite
BR,/ BREE%
(B8) % Interest
BE aff WA Profit/ indirectly
8 Name Assets Liabilites  Revenue (Loss) held
2007 2007
BRITRRARABRAT Guangdong Jiangzhong Expressway Company Limited 802,868 531,715 54,384 (6,788) 25%
BNAZRRRARARAA  Guangzhou Westemn Second Ring
Expressway Company Limited 750,863 593,843 16,891 (23,538) 25%
FTZEFRAR Shenzhen Huayu Expressway
Txﬁﬁ R Investment Company Limited 244,769 176,830 27,319 3,341 40%
50N Consulting Company 13,921 8,367 14,005 995 30%
ﬁaﬁ‘ﬁﬂ Nanjing Third Bridge Company 913,432 650,927 588,400 (4,138) 25%
ERGXEELRERDA Guangdong Yangmao Expressway Company Limited 670,693 412,513 85,345 18,488 25%
u/%mf”' ESRAKRERAF  Yunfu Guangyun Expressway Company Limited 457 447 279,137 29,823 (2,174) 30%
RmERAEREERAT  Grand Autopark Company Limited 219,517 2,132 4777 (174) 35%
14 HEZHERLT - & 14 INVESTMENTS IN JOINTLY CONTROLLED
ENTITIES - GROUP
5=
Group
2008 2007
(FeE7)
(Restated)
7 AK=-—ZTZ N\&F Beginning of the year, after
B oS testE adjustments for acquisition in 2008
FEREED under common control combination 843,730 933,050
SHHESEE 2R Adjustments for changes in
(fF5E2.2(b)) accounting policies (Note 2.2(b)) 79,949 91,984
HN—H—B8 855 At 1 January, as restated 923,679 1,025,034
=pil Addition 1,628 —
)‘é{ﬁﬁnﬂ Share of profit 244,439 142,059
[l 4 B 82 5K Dividends declared and appropriation
2]]95 SNE N made by jointly controlled entities (328,961) (306,944)
B AR AN FIR B Transfer to associates
(Bt 713 (b)) (Note 13(b)) (141,026) —
E N ==8 Exchange difference 73,800 63,530
R+=-—H=+—H At 31 December 773,559 923,679
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14 HEZEHERLAT — &8 (&) 14 INVESTMENTS IN JOINTLY CONTROLLED
ENTITIES - GROUP (continued)

(a R-ZZNF+_-_A=+—H A%E (a) The followingis a list of all jointly controlled entities of the

A AL EEMA LR EE Group at 31 December 2008, all of which are incorporated
BRIIREAT in the PRC:
£ Frib R
Name Interest indirectly held

AYMEGERREBHEEETLVDAERAR ([HISRME])

Shenzhen Airport International Express Supervision Center Co., Ltd. (“Airport Express”) 50%

REVRRERAR ([RERE])
Citic Logistics Fritz Co., Ltd. (“Fritz”) 43%

RIEEWRER LR ([EBEWR])
Shenzhen Longzhuo Logistics Co., Ltd. (“Longzhuo Logistics”) 50%

RYEEERARRRERQA] ([EAEREKRAR])
Shenzhen Airport-Heao Expressway (Eastern Section) Company Limited
(“Airport-Heao Eastern Company”) 55%

e /N

Shenchang Company 51%
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14 HEEFERBLAE — &8 (&) 14 INVESTMENTS IN JOINTLY CONTROLLED
ENTITIES - GROUP (continued)
(b) AEBEGERERETEELENAEE (b)) The Group’s share of results and aggregated assets (including
(PEEZE) RBERT : goodwill) and liabilities of its jointly controlled entities are
as follows:
2008
BERR
NG|
Airport-
BiERe EEMR Heao RRAR BEAT
Airport RERE  Longzhuo Eastern Shenchang  Qinglong
Express Fritz  Logistics Company Company  Company
ERBEE Non-current assets 28,487 20,630 58 719,901 224,108 —
MEBEE Current assets 29,139 12,252 1,153 56,366 3,158 —
BEEAH Total assets 57,626 32,882 1,211 776,267 227,266 -
FrRBaE Non-current liabilities — 1,413 = 273,516 = =
mEEE Current liabilities 5,982 2,708 921 32,996 4,157 —
BEAH Total liabilities 5,982 4,121 921 306,512 4,157 -
WA Revenue 14,775 44,590 2,450 278,309 13,590 166,808
KARE M Cost and expenses (14,473) (39,695) (3,850)  (134,219) (10,986) (72,860)
BREERE Profit/(loss) after
BR,/ (B8 income tax 302 4,895 (1,400) 144,090 2,604 93,948
2007
(RE5l)
(Restated)
BERR
NG
Airport-
BE R EEMR Heao RROE BEATR
Airport RIERE  Longzhuo Eastern Shenchang  Qinglong
Express Fritz  Logistics Company  Company  Company
FmBEE Non-current assets 23,908 29,187 — 682,103 212,177 408,210
MEBEAE Current assets 33,905 18,242 — 42,077 2,735 17,369
BEAT Total assets 57,813 47,429 — 724,180 214,912 425,579
EnBEE Non-current liabilities — 2,955 — 214,606 42 272,135
mEEE Current liabilities 5,209 17,129 — 24,201 4,080 5,877
BEES Total liabilities 5,209 20,084 — 238,807 4,122 278,012
LN Revenue 22,332 SONALS = 236,978 12,651 145,001
MARER Cost and expenses (14,381) (49,780) —  (109,604) (79,344) (57,567)
BREERE Profit/(loss) after
BR,/ (F#8) income tax 7,951 (14,007) - 127,374 (66,693) 87,434
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15 AREEZHBEE — &E

15 AVAILABLE-FOR-SALE FINANCIAL ASSETS - GROUP

2008 2007
(reE:5)
(Restated)
FY B_TENEHEZ Beginning of year, after adjustments
EHEIEREEES for acquisition in 2008 under common
control combination 1,076,880 188,509
#wA (FfIsE13) Transfer-in (Note 13) — 259,357
AREE[HBFIEEAER Net fair value gains transferred to equity 67,751 734,610
RE Disposals — (110,559)
PE N =% Exchange difference 85,733 4,963
FR End of year 1,230,364 1,076,880
B IERBE R Less: non-current portion (95,726) (222,652)
mENER D Current portion 1,134,638 854,228
A E 2 Available-for-sale financial
BEBENUT : assets include the following:
R Eh 2 EmE s Listed securities in PRC,
BARE (a) (BFE3.3) at fair value (a) (Note 3.3):
— Al i - Freely tradeable 979,843 —
- BEREH - With lock-up period 154,795 988,210
1,134,638 988,210
ELMES - BN Unlisted equity investments,
MERREEE (b) : at cost less impairment (b):
- KA - Cost 119,821 112,765
—RERE - Provision for impairment (24,095) (24,095)
95,726 88,670
1,230,364 1,076,880

(b)

RZZETNF+_A=1+—0  BRAAEFEN EHiER
& 59.51 %K B, (FH%117,588,589/%) ° iRiE
FAREBER ST NEERMBRSRA R - £H8.21% KM%
(101,546,312 M= \FHA=-FTMHEIEHRE
& B9M .30%M%1D (16,042,2770%) R —ETHFER A
—+HAEHREE -

FLEMERAREEFANTRTELENRDERR
A - ERAKERGH D BE - HEMERESRE AR
SELHERBEFRNITE © 1) - HERSRETERR
M5 BEERA  AREIERSRENTERERE -
BHEABEM AR ENSERE - THeR SEiaT(h  Eit -
It AR S R AR AR AR R ER USSR - AREIZREE
BERERIBIMSIZ RS AE AT E L M EERE IR
REER o LRI REARRE S A - REHIH
RS - AEERMER S EER - SEZSHRECENH
BER PERHLERES  WEBHETENAR - RHA
RIZERF 2 B -

AHHECMBEEAARKE -

As at 31 December 2008, listed equity investments stated at fair value represent
9.51% interest (equivalent to 117,588,589 shares) in CSG. Pursuant to the
CSG share reform scheme completed in 2006, 8.21% of CSG shares (101,546,312
shares) have become tradable on 24 May 2008 and 1.30% of CSG shares
(16,042,277 shares) will become tradable on 24 May 2009.

The unlisted equity investments comprise passive investments by the Group in
entities operating in various industries. In light of the minority shareholdings held
by the Group, there exists a wide range of possible discounts arising from potential
disposals of the investments. Moreover, there is no open market for these instruments
and the directors consider that the marketability of the Group’s shareholdings is
low. The probabilities of the range of possible fair values of these investments
cannot be reliably assessed. These investments are therefore stated at cost less
impairment. The Group assessed where there is objective evidence that the available-
for-sale financial assets are impaired in accordance with the guidelines in HKAS
39. The assessment requires the Company’s directors to make judgements. In
making these judgements, the Group has assessed various factors, including financial
operation of the investees, prospect of their operations in short to medium terms,
etc; and consideration of the prospect of the industries the investees operate,
their performance and change in their operating environment.

Available-for-sale financial assets are denominated in RMB.
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16 FINANCIAL ASSETS AT FAIR VALUE THROUGH

-5E PROFIT OR LOSS - GROUP
2008 2007
(& =751)
(Restated)
FHES Listed securities:
HERIE B R A — PR RE - Equity securities - the PRC 149,827 591,069
rFHESEME Market value of listed securities 149,827 591,069

BARBEEBEBERTERZYBEENBEZE
R E MR E ISR M $£15,5627,3160% » A
EmisLtEmEE  HUAREE-

BRAAREEBERECR Y KEEN A AABE
B ERABERRANIEMIKES —FE PR
(PBF3£30)

PIAERDSREN AR BRERBILFESELR
MZNEREREEE °

17 BESEZEE - £8
R-BBAF+-A=+—B  BrgE2A

ETIZREAEEEEEMENEERERDY
FEEE -

¥} 2008 Annual Report R YIIBIBR A2 H BR 22 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 in aggregate of 15,527,315 shares 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 consolidated
income statement (Note 30).

The fair value of all equity securities is based on their current bid
prices in an active market.

17 ASSETS HELD FOR SALE - GROUP

Assets held for sale as at 31 December 2008 mainly represented
equity investments held for sale after the management approved
the disposal plan of such equity investments.
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18 KKk H it B 18 TRADE AND OTHER RECEIVABLES
NE ¥ NN
Group Company
2008 2007 2008 2007
(4 E51)
(Restated)
B EW K () Trade receivables (a) 259,182 244,441 — —
B R FURE B Less: Provision for
impairment of
receivables (194) (36) — —
TSGR — F 5 Trade receivables - net 258,988 244,405 = —
H At i sk K TR A 3 (b) Other receivables and
prepayments (b) 314,911 172,686 1,265 2,888
573,899 417,091 1,265 2,888

(@) X¥BEURREERISRERRINTRBIEE (9 Trade receivables included Shenzhen Expressway’s amounts due from the Shenzhen
156,497,0007C (ZZTZ+ 4 : #%138,104,0007T) HIE Communications Bureau of HKD156,497,000 (2007: HKD138,104,000) for
EREERIEEA - management services income recognised.

b) HttEkmeEr)mEess TR AKRIEER (8 (b)  Other receivables included Shenzhen Expressway’s payments of HKD137,278,000
STIE B |) B85 B FRIE B #137,278,0007T (5 B M 5% for the Shenzhen Section of Yanjiang Highway (“Yanjiang Project”) (see details
28(d)) ° in Note 28(d)).

¥BEERZZEEERTHEI0EE1208 » &K Trade receivables generally have credit terms of 30 to 120 days.
EER_ZTENEFER-_ZTT+F+-F=+— Asat 31 December 2008 and 2007, the ageing analysis of the

A XBEWKAREREAT trade receivables of the Group is as follows:
2008 2007
(F&&E5)
(Restated)
0-90H 0-90 days 102,534 192,618
91-180H 91-180 days 3,954 15,343
181-365H 181-365 days 727 2,044
366H A E * Over 365 days* 151,967 34,436
259,182 244,441
RZZEZNF+A=+—HERERBHHEES Trade receivables due over 365 days as at 31 December 2008 mainly comprised
AT BERREAASEERERE T AKEREEE the amount arising from the development and management of certain toll road
ERFIE - EERAZEWRERI MR EF R o projects administrated for Shenzhen Communications Bureau. The directors

consider that this receivable is not impaired.

RZTZZNEFE+ZB=1+—H  Z£HEEWZEt Asat31 December 2008, trade receivables of HKD258,988,000
B1258,988,000 T (ZEE 4 : B  (2007: HKD244,405,000) were fully performing.
244,405,0007T) EZBEBRETT °
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RZBEENE+-_A=1+—8  £EBEKZSE
#194,0007T (ZEZtF : B¥36,0007T) B
WEREURME o L ERRENEBERRIEE
ZRBY TIHERYBERENTE - WEEK
FEURRBRIRIIE —F A £ - EfbmEi RS E
WHEEEEEREFIANTEMNERTRE &S
RAE ZEBERTEREBRILIR -

NAEE - AEEZEGHEBEGR 2 BERER
WEEANEE - HBUKANEMERRAE
BEAREEE -

HEIRER YR B B R & B E B 5T AR

RNEEERARN  FFABRBIKRPHRIALELRAE
BHEERINRESHBERL T —REMH -

EE R FIAREEANE R

REBE X REMBUGROBREEEZNUA
REQEN -

ERERY - FERARNTEERAER L
BHEEBUFNAAE -  AKETFAEAES
EREAR -

RZZBZENF+ZA=+—H  ¥BREME
WKz~ EREREEERD

19 BERAEEEY

RA M B ERAR N

Notes to the Consolidated Financial Statements

(BRAF RIS} - BB 2 BB LB BT T i3 8Efi)

(All amounts in HK dollar thousands unless otherwise stated)

18 TRADE AND OTHER RECEIVABLES (continued)

As at 31 December 2008, trade receivables of HKD194,000 (2007:
HKD36,000) were fully impaired. These individually impaired trade
receivables mainly relate to customers which are under unexpected
difficult economic situations. These trade receivables are all aged
over one year. For other overdue trade receivables, the directors
consider that they are not impaired, after assessing those customers’
repayment history.

There is no significant change in impairment provision during
the year. The other classes within trade and 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.

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

The carrying amounts of the Group’s trade and other receivables
are mainly 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 2008, the fair value of the trade and other
receivables approximates their carrying values.

19 CASH AND CASH EQUIVALENTS

rxE b NN
Group Company
2008 2007 2008 2007
(& =51)
(Restated)
IRITRERFIRE (a) Cash at bank and in
hand (a) 2,061,168 2,947,545 94,872 305,970
B ZBRBIRITFR (b) Less: Restricted bank
deposits (b) (160,168) (17,449) — —
BEEMBEES Money market funds - 389,648 - 389,648
1,901,000 3,319,744 94,872 695,618
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e Consolidated Financial Statements

19 BeRREEEY (&) 19 CASH AND CASH EQUIVALENTS (continued)

(a) RZEENFR_ZEZLHF+_H=1+ (a) Asat31 December 2008 and 2007, the effective interest
—B RBROIGERNEBEFENEDF A rates on bank balances are 2.03% per annum and 2.99%
2.03EN2.99E » AT &G AEENT : per annum respectively. The balances are denominated in

the following currencies:
rE KAF
Group Company
2008 2007 2008 2007
(E5)
(Restated)

AR RMB 1,818,075 2,542,141 — —

B HKD 241,481 318,931 94,301 302,556

ETT usD 1,570 86,450 571 3,414

HiEK Other currencies 42 23 — —

2,061,168 2,947,545 94,872 305,970

(b) ZBRHIIRITIERLT : (b) Restricted deposits are as follows:

N b NG|
Group Company
2008 2007 2008 2007
(4 E51)
(Restated)
—E N3 Bank fixed deposit denominated in
AREEBER RMB with a maturity of one year
(P EE22(d)) (Note 22(d)) 131,992 — - —
TREEREESRMN Project funds retained for
HERBRBE construction management contracts 27,595 16,858 - —
HtE BARITER Other pledged deposits 581 591 — —
160,168 17,449 — —

(c) MZEENF+-_A=+—H K&EE (c) Asat31 December 2008, the maximum exposure of the
FEARRANReMReEEYHEH YN & Group’s and the Company’s cash and cash equivalent to

REERR

REBREEE - credit risk is the carrying value.
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20 BE —KERAF 20 SHARE CAPITAL - GROUP AND COMPANY
BRITRE
(F12) LER
Number of (%S BRARE
issued shares Ordinary Share ok
(thousands) share capital premium Total
R-EZELtE—HF—H At 1 January 2007 12,087,573 1,208,757 743,905 1,952,662
EEERETE Employee share
option scheme
—RERE2EE - value of
services provided — — 2,450 2,450
—BITRE - proceeds from
share issued 139,990 13,999 29,238 43,237
AR B AR Conversion of
convertible bonds 1,086,510 108,651 552,071 660,722
AR EBR R Conversion of
convertible notes 904,110 90,411 293,622 384,033
R-ZEZELE+=H At 31December 2007 14,218,183 1,421,818 1,621,286 3,043,104
=i=F
[ f8 & sE dE AR i Repurchase and cancellation
of shares (196,763) (19,676) (83,713) (103,389)
EEBRETE Employee share

option scheme

—BITRE - proceeds from
share issued 6,000 600 1,092 1,692
RZZBZENE+= At 31 December
B=+-—H 2008 14,027,420 1,402,742 1,538,665 2,941,407

BRREEEEE A% 520080 (ZZEZ+  The total authorised number of ordinary shares is 20,000 million
$ D 2001E0%) - BRREEEE0.1 T (ZEZE  shares (2007: 20,000 million shares) with par value of HKDO. 1
+F  BREEEE0.1IT) F FTEBE TR per share (2007: HKDO.1 per share). All issued shares are fully
EE2EARE - paid.

ARABE_ZSNFERBFBEOMR{ The Company acquired 196,762,500 of its own shares through
196,762,5000% ° BEEIA% 19 BT AU FXTE 485t purchases on the Stock Exchange in year 2008. The total amount
57 %103,389,0007T ° paid to acquire these shares was HKD103,389,000.

BRERTIHINESLEE  BRERZEMNT  The share options granted to certain directors and employees
E ] {51 3 BT SZ BN9T {3 © are unconditional and vested immediately.
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20 RAX — KERQF #E)

EMBRERERE R A TS
mF

20 SHARE CAPITAL - GROUP AND COMPANY
(continued)

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

2008 2007

FHTEE RRE FHRE fRfiE

(BRETT) (F1) (BRBT) (Fhz)

Average Number of Average Number of

excercise share excercise share

price options price options

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

W—A—H At 1 January 0.333 171,010 0.296 276,000
B Granted — — 0.532 35,000
B17fE Exercised 0.282 (6,000) 0.309 (139,990)
R+t=—A=+—H At 31 December 0.335 165,010 0.333 171,010

FIER-—ZEENEFE+-_A=+—HEKR{TEZ
B A% MR T LAT(E - EA130,010,0000% i A%
EBER_ZFTE—ZFTF—-—A+—B %%
35,000,000 R EFR T ——F_AAH

REFERRTBRAE -

All share options outstanding as at 31 December 2008 are
exercisable. 130,010,000 share options will be expired on 11
January 2010 and 35,000,000 share options will be expired on
5 February 2012.

No share options were granted during the year.
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21 OTHER RESERVES

(a) AEH (@) Group
TEREE
/B5RE
A MAEE  BRES Bl L] EIN:L
Equity e (M) &5RE  BERE  WARE (MY  RHBE  ENRE  (Wia)
component of Reserve Merger Currency  Contributed
convertible  Fair value funds Capital ~ Goodwill ~ Hedging reserves Other  translation surplus At
notes/bonds reserve  (Note (b)) reserve reserve reserve (Note ) reserves reserve  (Note (a)) Tota
Reg- At 1 January 2007,
4 it alter adjustments for acoisition
A EERELE in 2008 under common
control combination 56,405 (19,186) 985,411 59,723 (159,583) (1758) (862,767)  (657,106) 176,919 13005 501,063
12,28 (H3E2.200) Adjustments for the adoption of
IFRIC 12 (Note 2.2(a)) - - - - - - - - 512 - 512
CEELE-F-AEB(EES) At 1 January 2007,
as restated 56,405 (19,186) 985,411 59,723 (159,583) (1,758)  (552,767)  (57,106) 177,431 13,005 501,575
L E HBARALERD Changes in far valug of
avallable-for-sale
financial assets - 592,626 - - - - - - - - 592,626
SEHBIANAEES Change in fair value of derivative
financial instruments - - - - - (111) - - - - (1)
LENHLEZBEE Disposal of available-for-sale
financial assets - 13,430 - - - - - - - - 13,430
EHELEE Currency translation difference - - - - - - - - 21080 - 21080
THRZE Conversion of convertble notes (56,405 ) - - = = = = = = - (56405)
BOARRRA Transaction with a minority shareholder - - 3421 - - - - 6 - - [(p93)
W EFERDH Equity component of
convertible bonds 343,501 - - - - - - - - - 343,501
RRELHAMER Merger reserve arising from
common control combinations - — - — — — (1,311,869 - - — (1,811,869
HRERREARR Transfer from retaingd eamings
o reserve funds - - 134,389 - - - - - - - 134,389
“EBLETACT-BER At 31 December 2007,
(&=5) as restated 343,501 586,870 1,123,221 59,723 (159,583) (1,869) (1,864,636) (119,879) 388,236 13,005 368,589
Z230\5-5-R At 1 January 2008,
-2%)\FiE after adjustments for acquisition
aftgiERgREs| in 2008 under common
control combination 343,501 586,870 1,123,201 59,723 (159,583 (1869) (1,864,636) (119.879) 386,719 13005 367,072
1228 (H3E2.200) Adjustments for the adoption of
IFRIC 12 (Note 2.2 = - - - - - - = 1517 = 1517
ZEE)\F-f-ALH (8E5) At1 January 2008, as restated 343,501 586,670 1,123,221 59,723 (159,583) (1,869) (1,864,636) (119,879) 388,236 13,005 368,589
RABELHAGEE Merger reserve arising from
common control combinations - - - - - —  (2181,643) - - - (2181643)
hRT Rk ) R Transfer from retained earnings to
reserve funds - - 66,221 - - - - - - - 66,221
e HEREALEED Changes in fair value of
available-for-sale financial assets - 28,391 - - - - - - - - 28,391
D ERRES Acquisition of minority interests = = = = = = = (64,977) = = (64,977 )
THMRIANEEY Changes in fair value of
derivative financial instruments = = = = = (49.211) = = = = (49,211
EBEEE Currency translation difference - 8,677 - - - — — - 379,140 - 457 817
“EEN\FTCACT-RER At 31 December 2008 343,501 693,938 1,189,442 59,723 (159,583)  (61,080) (4,046,279) (184,856) 767,376 13,005 (1,374,813)
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21 Hftuf#w (&)

21

OTHER RESERVES (continued)

(b) &ATF (b) Company
TR
R/ &S
Ba¥H RARH
Equity  (Mi&E(a)) E R e
component Contributed ¥4  Currency
of convertible  surplus  Hedging translation G
notes/bonds  (Note (a)) reserve reserve Total
—EERLE-A-R&H At 1 January 2007 56,405 58,515 — — 114,920
ERlES Ll Conversion of covertible notes (56,405) — — — (56,405)
R ESNER G Equity component of convertible
(Ff3E25) bonds (Note 25) 209,523 — — — 209,523
“EEtH+ZA=1+—-H%&#% At 31 December 2007 209,523 58,515 — — 268,038
PTERKIA Changes in fair value of derivative
N EEH financial instruments — — (45,870) — (45,870)
EHE N 5 Currency translation difference — — — 435,162 435,162
“EENE+-H=+-H4&8 At 31 December 2008 209,523 58,515 (45,870) 435,162 657,330

(a) AEBEZHABRKAREBEAEER N
NEF-RANBETEAMBARNEER
ZRR AR 2 EEERRF I AR
BMBRHMETZIARRRDEEMRE H
ZER e

RRRZHARKARE E Xtz &
EEAMEBANELRRN ZEHERR
DA BL UL AR IR T AT 2 AR R X
MEEMERZZ5 -

(b) REFPEZRZB/E  EFBEZETA
RED KA Z AT - BREBRHEAN
Hp—HhERESEREES (TG0
k) - B CHKBRATRERAIZESE
BREAGZEEMER/XARABE
RYLER - HAMEE -

(c) R=ZFEZENE+=—_A=+—8 "' K27
Al DB EABE2,442,291,0007T
(ZZEZ L F : $¥3,064,854,0007T) ©

The contributed surplus of the Group represents the difference
between the nominal value of the shares of the former group
holding company, acquired pursuant to the Group
reorganisation on 9 January 1990, over the nominal value
of the Company’s shares issued in exchange thereof.

The contributed surplus of the Company represents the
excess of the fair value of the shares of the subsidiaries
acquired pursuant to the same group reorganisation, over
the nominal value of the Company’s shares issued in exchange
thereform.

In accordance with the PRC regulations, certain companies
of the Group 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 companies, in accordance
with their joint venture agreements and/or articles of association.

Distributable reserve of the Company at 31 December 2008
amounted to HKD2,442,291,000 (2007: HKD3,064,854,000).
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22 BORROWINGS

PN | ¥/ YN
Group Company
2008 2007 2008 2007
(1=575)
(Restated)
FRE Non-current
RHEIRITER Long-term bank
borrowings
—HHEH () - Secured (a) 4,009,308 1,644,114 — —
— IR — Unsecured 3,029,546 2,168,214 89,769 —
Hibh B Other borrowings
— B &M (b) — Secured (b) 11,556 17,733 — —
&% (c) Bonds (c) 897,859 831,002 — —
B IR Less: Current portion (646,052) (104,460) (41,875) —
7,302,217 4,556,603 47,894 —
mE Current
RITERK Short-term bank
borrowings

—FEH(d) - Secured (d) 133,246 904,141 — —

— BRI - Unsecured 1,162,550 1,120,400 100,000 —
REIEF MM Current portion of

RITERK long-term

—HiEH - Secured 73,500 54,000 — —

— BRI - Unsecured 566,196 44,168 41,875 —
Hth &% Other borrowings

—HEH(b) - Secured (b) 6,356 6,292 —

1,941,848 2,129,001 141,875 —

HmEXR Total borrowings 9,244,065 6,685,604 189,769 —

(a) 7B#302,484,000TTHSRITE RARNEBMAEIJELMRLIEE  (a) For the secured bank borrowings, HKD302,484,000 are secured by the Group’s
IEHT o 25 %3,706,824,000 (A R 3,265,240,000 equity interest in JEL. In addition HKD3,706,824,000 (RMB3,265,240,000) is
J0)  BARRIZKHIBAR - ERBFEAKERER AR secured by a pledge of the operating rights of Qinglian Class | Highway, Qinglian
(MBERAR BBEE—RDE  FE R A RTTHKBGEE Class Il Highway and Qinglian Expressway (upon completion of its reconstruction)
18 BB = IR A B RO L B A i R YRR o of Guangdong Qinglian Highway Development Company Limited (“Qinglian

Company”), a subsidiary of the Company.

(b) EMERABBTEELBITROERAREEZAMLT (b Other borrowings totalling USD1,489,000 (HKD11,556,000) were extended by
B E R $t1,489,0003% 7T (B#11,556,0007T) ° ZE K the Spanish Government through the China Construction Bank Corporation. The
DMEBD  —FHA1,117,000%T - FHEE1.8% : H loans comprise two portions, USD1,117,000 which bears interest at 1.8% per
— &P /R372,000% 7T - FHERTAT% ° annum and another portion of USD372,000 which is interest-bearing at 7.17%

per annum.

(c) YRR 200748 A 81T T REAARIES ARKESET - (©) Shenzhen Expressway issued long-term corporate bonds of RMB80O0 million for a
BEHFREFNERS5%  HIRAB16F - BFRHE—R - F term of 15 years bearing interest at 5.5% per annum in August 2007. Interest is paid
H— BN - fEH 2 AS KA S EERRITRN AR annually and the principal is repayable in full upon maturity. The full amount of principal
NERERTBIRETATREEESEEREER - RIlEERA and interest of the bonds is unconditionally and irrevocably guaranteed by China
HEERImigRERABRERAR (TEBRAR]) 2100% Construction Bank Corporation, which is in turn secured by Shenzhen Expressway’s
TR R IR - 100% equity interest in Shenzhen Meiguan Expressway Company Limited (“Meiguan

Company”).
(d)  WIRTTEFA—FRHTHERARE116,272,000/t (8 (d)  The bank loan was secured by a fixed deposit of RMB116,272,000

#131,992,0007T) A (HIFE19) °
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22 B (&) 22 BORROWINGS (continued)
R-BENE+-A=+—H ' EXREEHHN As at 31 December 2008, the borrowings and bonds were
BAHWMAMT : - repayable as follows:
rEE PN
Group Company
2008 2007 2008 2007
(4 E51)
(Restated)
15/ Within 1 year 1,941,848 2,129,001 141,875 —
1229 N Between 1 and 2 years 761,170 523,540 47,894 —
2E5F R Between 2 and 5 years 1,626,728 1,617,665 — —
bFEANEEER Wholly repayable
within 5 years 4,329,746 4,270,206 189,769 —
BEIA E Over 5 years 4,914,319 2,415,398 — —

9,244,065 6,685,604 189,769 =

EXNRESEUNTIEE RENL - The carrying amounts of the borrowings are denominated in the
following currencies:

FEE PN
Group Company
2008 2007 2008 2007
&)
(Restated)
BT HKD 625,614 353,725 189,769 —
=i usD 16,833 25,065 — —
AR RMB 8,601,618 6,306,814 — —

9,244,065 6,685,604 189,769 =

@ FYEEIER B R A7) Shenzhen International Holdings Limited 3§ 2008 Annual Report
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22 BXR(E) 22 BORROWINGS (continued)
REEBHNERRFELNT The effective interest rates at the balance sheet date were as
follows:
2008 2007
B En ARY o e ARE
HKD usD RMB HKD usb RMB
IRITER Bank borrowings 1.3%-4.2% 1.5%-7.17%  45%-7.0%  4.5%-59%  15%-7.2% 5.1%-7.17%
HRMIERSTNFETK  EXHNAAMEE  The carrying amounts of borrowings approximate to their fair
HAREEMRE - value as there is no significant impact from their discounted cash
flow.
REBETIARRENERBE - The Group has the following undrawn banking facilities:
2008 2007
(L&E5)
(Restated)
=N Floating rate
— —FE R ZIH — Expiring within one year 3,542,967 3,516,055
— —F LA _EE|H] — Expiring beyond one year 7,382,990 6,122,040
10,925,957 9,638,095
E B Fixed rate
——FRNEIH - Expiring within one year — —
— —F LA _EE|H — Expiring beyond one year 295,153 2,318,612
295,153 2,318,612

11,221,110 11,956,707
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23 TEMKEIAE

23 DERIVATIVE FINANCIAL INSTRUMENTS

REE b N
Group Company
2008 2007 2008 2007
($eE5)
(Restated)
MEFHE L Interest rate swaps
—JERBAE — non-current liabilities
—REMEL H(a) — cash flow hedges (a) (51,460) (1,869) (45,968) —
—-nBEE — current assets
—BEEE — held for trading 1,374 — — —
EHINES R Foreign exchange
forward contract
—-nBEE — current assets
—EEE(b) — held for trading (b) 5,769 — — —

B A EEhIE B VRIS HIRE @128 A - BY
%T/EFMEIE:E!’J%%Z’A/‘ETE’\"‘E%#/ALEJJQE
HAfE - MEPIEENORGHERBIR12@A
A ERRBEELRE °

@ FYEEIER B R A7) Shenzhen International Holdings Limited 3§ 2008 Annual Report

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 hedged item is less than 12 months.
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23 fTEBMBIAR (&) 23 DERIVATIVE FINANCIAL INSTRUMENTS (continued)

HER-_ZTZ)\F+_A=+—HIFE & Forthe year ended 31 December 2008, the fair value change of
BaPMERRERNTEMBIAEZ AR derivative financial instruments recognised in the equity and income
#En R AEK49,211,000C (CEZELF ¢ statement amounted to HKD49,211,000 (2007:HKD111,000) and
7 #111,0007T) F1/& % 7,143,000t (ZZTZ  HKD7,143,000 (2007: Nil) respectively.

+F |\ o
(a) RZZEZTN\F+ZA=+—H0 BRERELIHIERLHEF] (a9 Asat 31 December 2008, the aggregate notional amount of the interest rate
RIGHIA M B E AL AB1,841,500,0007T (ZET+ swaps for cash flow hedge purpose amounted to HKD1,841,500,000 (2007:
4 : ##056,500,0007T) © HKD255,500,000).
—ZEENF
+=A=+—H
PTEMBITAE
REENWEREE 31 December 2008
Outstanding notional balance of the derivative
principal amount financial instruments
(B%) (FBHE) 28R Maturity date
(HKD) (HKD)
201,500,000 5,492,000 —T-TF=A=+—H 31 March 2010
200,000,000 4,699,000 —2——F+—A=+N\H 28 November 2011
100,000,000 668,000 —ZT——F—R=+H 30 January 2012
1,340,000,000 40,601,000 —T—=%tA=+—H 31 July 2013

1,841,500,000 51,460,000

(b) RZTTN\F+=ZA=+—H  =2HNECRNEESLHE (b) The notional amount of the foreign currency forward contract as at 31 December

775%133,000,0007T * & R AREI FEREELAR 2008 were HKD133,000,000 which was entered to reduce the foreign exchange
¥ 2 INERKR o exposure in HKD against RMB in one year term.
24 AREEEIRE 24 PROVISION FOR MAINTENANCE/RESURFACING
OBLIGATIONS
2008 2007
(&£5&751)
(Restated)
FAREFE - Opening net book amount,
HANEE127ER recognised as a result of
(Mt3E2.2(a)) adoption of IFRIC 12 (Note 2.2(a)) 261,855 184,642
B &R Charged to the income statement:
#ig (M5E32) Additions (Note 32) 54,929 45,496
EENEREEBEYZ (7E34) Increase due to passage of time (Note 34) 27,997 19,106
EH =% Exchange difference 21,645 12,611
FRIE®EFE Closing net book amount 366,426 261,855
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25 AERES 25 CONVERTIBLE BONDS
2008 2007
(reE=5)
(Restated)

BITA Issuer

PIN/N)| The Company (a) 1,706,676 1,517,977
FE R Shenzhen Expressway (b) 1,360,009 1,202,028
3,066,685 2,720,005

(a) RAFE  AARMIBREBRESFNE (a) The movement of convertible bonds of the Company during

R the year is as follows:
2008
B E&EHH R Ea
HE Liability Equity =
Face value component component Total
F4 Beginning of year 1,727,500 | 1,517,977 209,523 | 1,727,500
FEER (H3E34) Interest expense (Note 34) — 67,352 = 67,352
b N Z 5 Exchange difference — 121,347 — 121,347
FIR End of year 1,727,500 1,706,676 209,523 1,916,199
2007
(m31)
(Restated)
i
AL BEEH  BREHH
HE Liabilty ~ Derivative Equity =
Face value  component component  component Total
F4 Beginning of year 370,500 | 322,007 140,160 — | 462,167
IR Additions 1,727,500 | 1,517,977 — 209,523 | 1,727,500
B AT BAL (FF3520)  Converted into ordinary shares (Note 20) (370,500)|  (324,389)  (336,333) —| (660,722
FMEEA (i34 Interest expense (Note 34) — 2,382 — — 2,382
ARRESFITEAE Fair value loss on derivative liability of
AR EEE (B15E34)  convertible bonds (Note 34) - — 196,173 —| 196,173
T End of year 1,727,500 | 1,517,977 — 209,523 | 1,727,500

@ FYEEIER B R A7) Shenzhen International Holdings Limited 3§ 2008 Annual Report
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25 ARRES (&)

N—ZEELFE+-_F=+hB - KQFEZEI
MEBEZERERLAR (DRIEEZER] » —K
HFYBEZ2ERENQR) BITEEAS
#1,727,500,000 70 F) Z Z M F) K A Al AR &
FEBKBRITERLAKERAZRAERA
B ([EB])100%EEHRE o FYIREHEK
ARBEITHRAZFANBEREZSREE 1.2
TRBEESREE0. 1T @A o Ha]
BEHFR _-_Z—ZF+_A=-1+hA8 ([3H
B AL ARER - AARAREIBAEER
EARMESEE -

AMRESFZAMEBERUEBRNEE  $8E
BNIRERMNEL40%:1HE - AIRRESFEE
MO R R EREREERLT -

(b) RAEE  FIlSERANTBREKESFNE
FE

(BRAF RIS} - BB 2 BB LB BT T i3 8Efi)

(All amounts in HK dollar thousands unless otherwise stated)

25 CONVERTIBLE BONDS (continued)

On 29 December 2007, the Company issued zero coupon convertible
bond of HKD1,727,500,000 to Shenzhen Investment Holdings
Company Limited (“SIHCL"), a wholly owned subsidiary of Shenzhen
SASAC as the consideration of acquired 100% equity interest in
Shenzhen Bao Tong Highway Construction and Development
Limited (“Bao Tong”). SIHCL can convert the bonds from 29
December 2007 for a period of 3 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 has not been converted at the
maturity date, the Company shall repay the remaining principals
at a predetermined fixed amount of RMB.

Interest expense on the convertible bonds is calculated using
the effective interest method by applying the effective interest of
4.40% to the liability components. The fair values of liability
components of convertible bonds approximate their carrying values.

(b)  The movement of convertible bonds of Shenzhen Expressway
during the year is as follows:

2008
=i R ITH

HE Liability Equity a5t

Face value component component Total

F1 Beginning of year 1,577,287 | 1,202,028 344,810 | 1,546,838
FEER (MiE34) Interest expense (Note 34) — 61,725 = 61,725
PEH =58 Exchange difference 125,517 96,256 — 96,256
F 4R End of year 1,702,804 1,360,009 344,810 1,704,819
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25 ARRES (&)

25 CONVERTIBLE BONDS (continued)

2007
(=7)
(Restated)
BESH Rz ER 1D
HE Liability Equity a5
Face value  component  component Total

F4 Beginning of year — — — —
3N Additions 1,556,644 1,202,235 354,409 1,556,644
RS Transaction cost — (33,104) (9,599) (42,703)
MEER (iE34) Interest expense (Note 34) — 12,646 — 12,646
PEH =58 Exchange difference 20,643 20,251 — 20,251
FR End of year 1,577,287 | 1,202,028 344,810 | 1,546,838

FIERR_ZTEELF+ANAE BN
15,000,00017 7 & &1 % [ I ff X 52 AR 4
BRI ZUEEGE BEHEARARK
1,500,000,0007T - ZEHFHEEARK
1,500,000,0007C 1T HENFEH - EF
BEAERBREFAIZBEBOHESERT.2D
RREERERY BN ETHOARKRE - &
FREBERNEESERITIHO AL BERETT
BHREE °

BESBONAAE  CEBEFRBDEED
WRMG ERIFHRIFEREZFNT SN X
AE o RESFNEMSBRHKRAERI ZAA
BEMNSKRE  EAEaBBREIZAREE -
AAARREEAEMEES (PFFE21) - L3
BRAIRB IR IKA - ZBEFNAE A EH
FERERITRIITOTREER - RYIGE
BRESANEASRAKATI0NKWERS
RAEPBEERBITRITMOITIERRER - 7
BEEZZNEBERAERNEEL  HRER
IR BN EE50%:TH - Al RRESFAER
AR EREREERLI -

Shenzhen Expressway issued 15,000,000 convertible bonds bearing
interest rate 1% with attached warrants subscription rights at a
total par value of RMB1,500,000,000 on 9 October 2007. The
bonds will mature 6 years from the issue date at their nominal
value of BMB1,500,000,000. The holders of the bonds have warrants
subscription rights to subscribe newly issued A shares of the
Company at the rate of 7.2 shares per bond. The fair values of
the liability component and the equity conversion component
embedded in the bond offer were determined at the date of issuance
of the bonds.

The fair value of the liability component, included in non-current
borrowings, was calculated using a market interest rate for a
non-convertible bond in the market with equivalent terms. The
residual amount, representing the carrying value of the bonds
after deduction of the fair value of the liability component, represents
fair value of the equity conversion option, was included in
shareholders’ equity under other reserves (Note 21), net of the
attributable transaction costs. The full amount of the principal
and related interests of the bonds is guaranteed by the Shenzhen
Branch of the Agricultural Bank of China, which is in turn secured
by the 47.30% of the operating rights of Nanguang Expressway,
held by Shenzhen Expressway. Interest expense on the convertible
bonds is calculated using the effective interest method by applying
the effective interest of 5.50% to the liability components. The
fair values of liability components of convertible bonds approximate
their carrying values.
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26 EIEFEHHEE — &8 26 DEFERRED INCOME TAX LIABILITIES - GROUP

FRNELEMESHAEENEEHMT : The movement on the deferred income tax liabilities during the
year is as follows:
BRANE
FRAR e
R 2B
EE2 EE2
MEBERE MEE
Fair value )6
gains of Fair value BEZ DEEE
financial gains of HERE EERE RiEE
assets at available-  Provision for  Provision for BREE
REEH fair value forsale  impairment maintenance/  Concession TRRES
Service  through profit financial losses resurfacing intangible Convertible &
contracts or loss assets of assets obligations assets bonds Total
“2Zt5-f-B- At 1 January 2007, after
B-ZT\FhEr adjustments for acquisition in 2008
At ERREES| under common control combination 6,930 — — (1,864) (44,886 203,376 — 163,556
a2, 8% Adjustments for the adoption
(Fiti2.2(a)) of IFRIC 12 (Note 2.2(a)) — — — — (1,275) 4,305 — 3,030
BiHRE Adjustments for changes in
(Fir3£2.2(b)) accounting policies
(Note 2.2(b)) (6,930) — — — — — - (6,930)
—ZT+E-R Balance at 1 January 2007,
—B . &&5 as restated — — — (1,864) (46,161) 207,681 — 159,656
b Talaabul i Charged to equity
—AfEE - Change of fair value of
IH%EE available-for-sale
AR EEY financial assets - - 141,984 — — — - 141,984
ERHERBAR/ Charged to/(credited in)
(AESR) income statement
— R EAHE - Change of income
ot tax rates = = — — — 99,854 — 99,854
-RAREER - Change of fair value of
BRTE MK financial assets at fair
BELH value through profit or loss — 97,856 — — — — — 97,856
—fp - Others = = = 1,924 (16,005) (1,392) = (16,473)
B AR Acquisition of a subsidiary — — — — — 376,443 — 376,443
AEhES Y Deferred income tax of
BEFER convertible bonds — — — — — — 76,966 76,966
BHER Exchange differences — — — (60) (3,297) 3,854 — 497
RZERLE Balance at
+-A=+-8" 31 December 2007,
FEE) as restated = 97,856 141,984 = (65,463 ) 686,440 76,966 937,783
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26 ELFBHRAE — &8 (& 26 DEFERRED INCOME TAX LIABILITIES - GROUP
(continued)
BANE
FRAR
RSB
EEZ
DAER AHLE
b/ (F8) 2B
Fairvalue BEZAR
gains/ EEDE
(losses) of  Fair value PEEE ERB
financial gains of BERE Birg B
assetsat  available- Provision for BREE THR #E(b)
R%EH  fairvalue for sale maintenance/  Concession &% Taxable
Service through profit financial ~ resurfacing intangible ~ Convertible financial Hify &
contracts or loss assets  obligations assets bonds  subsidies(b) Others Total
WZEENF-F-H" Balance at 1 January 2008,
B-ZT\EfEZ after adjustments for acquisition
At e ARG ES| in 2008 under common
control combination 2,955 97,856 141,984 (62,492) 682,164 76,966 — - 939,433
FRE12 2 BE Adjustments for the adoption
(Bti2.2(a) of IFRIC 12 (Note 2.2(a)) = = = (2,971) 4,276 = = = 1,305
BHBREE Adjustments for changes in
(BtzE2.2(0)) accounting policies
(Note 2.2(6) (2,955 - — — - — — — (2,955
“FZN\§-A-8- Balance at 1 January 2008,
FEE] as restated — 97,856 141,984 (65,463 ) 686,440 76,966 — — 937,783
TR R Charged to equity
—AfHEL - Change of fair value of
HBAE available-for-sale
DA EEE financial assets - - 39,360 - - - - - 39,360
ERERTNR/ Charged to/(credited in)
(RABHR) income statement
~BARE — Change of fair value of
BiER financial assets at fair
Eulipdp value through
AEZY profit or loss - (73,915) - - - = = = (73,915)
—Eth - Others - - - (20,413) (8,921) - (28,458) 4,217 (53,515)
EAESZ Deferred income tax of
EREMEH convertible bonds - - - - - (10,031) - - (10,031)
EHZESE Exchange differences — — — (5,729) 36,217 6,028 (277) — 36,239
RZZENE Balance at
+=A=t-8" 31 December 2008,
LEF| as restated — 23,941 181,344 (91,605) 713,736 72,963 (28,735) 4277 875,921
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EEFFGHER — &8 (&)

EIEFT1S T B EB%17,962,0007T (ZEZT +
& B#16,397,0007T) BT @ AREE °

(a)

R-ZEBEENEFEF_A=-+=H BB K
HRBERES DA M T 8200811
SRERE (TSR ERF]) o BIE1SE R - =
EENF—A—BZANERELER
REARDENRBAES  E_TT)N\F
N DREIIEEEER  REEEAN
"R Bt AEEBTEFXAEERF
BRIZIBRELE  BEMNBA
B BERAFREREHEER_-_ZZ
NEFE—A—BZAEREERDEARSA
BHHIRELESHAE -

AAEER —_ZET+LF+_HA=+—H
EAEWR DEFBEREBEANER
Al ARBEERS  BAKBARB
—ETN\F-A-HEABERNRKE
FEIRRE o B AS E I & 5 B R
BARS —ZZENFERMTREL
1S &8 E#%43,468,0007T °
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26 DEFERRED INCOME TAX LIABILITIES - GROUP

(continued)

Deferred income tax liabilities of HKD17,962,000 (2007:
HKD16,397,000) are to be recovered within 12 months.

On 22 February 2008, the Ministry of Finance and the State
Administration of Taxation jointly issued Caishui [2008] Circular
1 (“Circular 17). According to Circular 1, where foreign
investment enterprises (“FIEs”) declare dividends in 2008
and thereafter out of the cumulative retained earnings as
at 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.

Since there were significant amount of distributable profits
from its PRC subsidiaries prior to 31 December 2007, the
directors of the Company believe that the Company does
not require its subsidiaries to declare dividends from 1 January
2008 onwards in the foreseeable future. Accordingly, the
Group has not provided deferred tax liabilities of
HKD43,468,000 for profits earned by its PRC subsidiaries
in 2008.



4R a

4T & BT i R MY 5
Notes to the Consolidated Finan
(B4 RIFERAS) - BT & BB LB T oo A8 )

(All amounts in HK dollar thousands unless otherwise stated)

cial Statements

26 BXEFBHRERE — &8 (&) 26 DEFERRED INCOME TAX LIABILITIES - GROUP
AND COMPANY (continued)

(b) LN7ERTEE3G(b)FTIL - AEBEZ KB AR (b) As explained in further details in Note 35(b), the Group’s
FISELURFEESHNREBLE subsidiary, Shenzhen Expressway became liable to pay
Friefim 5 I B R WA TER T 1 PRC corporate income tax of RMB39,236,000
D EMEHARK39,236,0007T (HKD44,541,000) during the year for certain financial subsidies
(7144,541,0007T) ° RIFEE HEATH and incentives granted by local governments and received
HERE  ZSHUBRARREEBRN by the Group in prior years. They were initially exempt from
ﬁﬁﬂﬁl}\ I E R R E R B taxation according to the provisions of certain policies
R HAEEACEMSH 2% GTAER promulgated by the local government authorities. Shenzhen
EB BRI 5 B BUE AR A Expressway was advised by the relevant local tax authorities
RAETEHE A B 25 R B8] LA F AL AT 0 that after settlement of these tax charges, any future
B o amortisation of the related financial subsidies, which have

been deferred on the balance sheet of the Group, would
be allowed to claim tax deductions for income tax reporting
purposes in the future.
WMAREEHZEETRMEEZEREEZE Accordingly, deferred tax assets of RMB25,313,000
EFEMEEBREERESEB R (HKD28,458,000) had been recognised on such deductible
EIL%NEEMBER T EEMEHEEA temporary differences originating from the accounting base
R®25,313,0007T (% 28,458,000 and tax base of these subsidies based on a tax rate of
) EREEZTENF+ZA=1— 25%, which is the tax rate expected to enact when a substantial
BIEFEMEHEROAR portion of such temporary differences reverse. The amount
was recorded as a credit to income tax expenses for the
year ended 31 December 2008.
27 BEWA-KH 27 DEFERRED INCOME - GROUP
2008 2007
(g E5)
(Restated)
FYREFE Opening net book amount 65,805 95,628
FEEZRER (HE31) Recoginised in the income
statement (Note 31) (31,886) (29,052)
b+ Z 5 Exchange difference (311) (771)
FREE®EFE Closing net book amount 33,608 65,805

BEBARTEEMBARBER T 2HIE
AREEZMREHEER L - XRSHRMRL
AR 2 B ERERIARS T AER -
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Deferred income represents the amounts granted by the PRC
local government authorities, which are applied to designated
logistics 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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28 XBREMENK 28 TRADE AND OTHER PAYABLES
rEH VYN
Group Company
2008 2007 2008 2007
(geE:5)
(Restated)
XBENK () Trade payables (a) 45,592 35,715 — —
TRREMK Payable for construction
in progress 1,541,954 510,232 — —
BIRE R Accrued expenses 9,477 30,932 — —
RTUEEFR () Payable for acquisition (b) 979,631 — — —
SEEUNEIEE N e Advance from an associate (c) 52,787 48,896 — —
H b FE A R (d) Other payables (d) 604,538 458,728 2,458 2,405
3,233,979 1,084,503 2,458 2,405
(a) RZZZN\F+ZA=+—HR=ZZTELF+=ZA=1+— (9 At 31 December 2008 and 31 December 2007, the ageing analysis of the trade
B - ¥EHREA R (BRI E fFE T BEE 75 708) RIBRER payables (including amounts due to related parties of trading in nature) were
LUNNE as follows:
KEE
Group
2008 2007
(&%)
(Restated)
0-90H 0-90 days 39,434 33,145
91-180H 91-180 days 344 1,438
181-365H 181-365 days 5,144 652
366H A E Over 365 days 670 480
45,592 35,715
(b) WRBARNEERRYEEZRBERER100%E iz (b) Amount represented the remaining acquisition consideration owed to Shenzhen
1N ZZEFNF+ A=+ —BABI S ZEE - SASAC for the acquisition of 100% equity interest in Shen Guang Hui (Note 1),
due before 31 December 2009.
(c) WHREAAEFABERNTER=ZBARBNZKAEE (c) Theserepresent the advance from Nanjing Third Bridge Company, an associate
52,787,0007t (=TT 4 : ##48,896,0007T) ° of the Group, amounting to approximately HKD52,787,000 (2007: HKD48,896,000).
(d) WEFEAEFIEEZRREEGF)ISERZEBEATIE  (d  Thisamount includes aloan from SIHCL, concerning the Yanjiang Project managed
HEER - ZEE RBAREER - BRYIERAFTRE by Shenzhen Expressway under a management service contract. Under this
ZBEEMERLEEEERY - AFERYIRANKERE contract, Shenzhen Expressway provides project management services for
MBI RDZRY 8% E 15 AR EER T A R #5300,000,0007T (A construction, operation and maintenance of the Yanjiang Project for the government
340,560,7907T) M6ME BAER « ARAMIEB 2% - authority. Shenzhen Expressway received the 6-month loan of RMB300,000,000
(HKD340,560,790) from SIHCL, which acts on behalf of the government authority.
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29 U A 29 REVENUE
2008 2007
(&&&=7))
(Restated)
YImER Logistic Business
g /NS Toll Road
—REWA - Toll revenue 2,037,165 1,798,421
— EER A - Construction revenue 3,644,727 2 877,247
i & Logistic Park 147,441 108,816
W17 AR 7% Logistic Service 122,281 190,525
REZER Investment holding — 9,591
5,951,614 4,984,600

AREBHWA « KERBHEGTATERE—2 The Group revenue, operating profit and profit before income
DITELR - tax can be further analysed as follows:

HE—_ZEZN\F+_A=+—HItEE Year ended 31 December 2008

EibLRE

Bt EHER

HENT BR/

BR/ (E#8)

(B8)  Shareof

&ERF  Shareof profit/(loss)
/ (E#8) profit/  of jointly

WA Operating  (loss)of controlled @t
Revenue profit/(loss) associates entities Total
MRER Logistic business
KERHE Toll roads
- BB —Toll revenue 2,037,165 1,120,094 (19,255) 240,642 1,341,481
- BERBEURA - Construction revenue 3,644,727 1,622 = = 1,622
5,681,802 1,121,716 (19,255) 240,642 1,343,103
min Logistic park 147,441 47,255 - (1,098) 46,157
min R Logistic service 122,281 (1,450) 1,654 4,895 5,099
5,951,614 1,167,521 (17,601) 244,439 1,394,359
REHR Investment holding — 146,201 — — 146,201
BR B e Bt R B A B & 7 Profit before finance costs and tax 5,951,614 1,313,722 (17,601) 244,439 1,540,560
g LV Finance income 61,866
FBRA Finance costs (445,761)
HBRA- 58 Finance costs - net (383,895)
BREiR0 &2 7 Profit before income tax 1,156,665
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e S (All amounts in HK dollar thousands unless otherwise stated)
vy
29 WA (&) 29 REVENUE (continued)
HE - ZZ+HF+-_A=+—HIEFE (K= VYear ended 31 December 2007 (restated)
3)
{1 15/\@
Bl EHER
NG &
&R/ (B8)
(B%8)  Shareof
Share of  profit/(loss)
BERF profit/ ~ of jointly
WA Operating (loss) of  controlled ECh
Revenue profit  associates entities Total
NS Logistic business
EUNS Toll roads
- BBBA -Toll revenue 1,798,421 1,030,932 (13,814) 148,115 1,165,233
- BERBUA - Construction revenue 2,877,247 25,590 - - 25,590
4,675,668 1,056,522 (13,814) 148,115 1,190,823
e Logistic park 108816 34,708 623) 7951 42,036
k% Logistic service 190,525 6,023 1,228 (14,007) (6,756)
4,975,009 1,097,253 (13,209) 142,009 1,226,103
REER Investment holding 9,591 2,194,423 (620) — 2,193,803
HEEK Manufacturing business = = 31,671 = 31,671
B RA KRBT Profit before finance
costs and tax 4,984,600 3,291,676 17,842 142,059 3,451,577
g e Finance income 51,901
FBIA Finance costs (304,854)
MRREFTERE Fair value loss on derivative
MrBEEDELENER liability of convertible bonds (196,173)
BT AR — F 58 Finance costs - net (449,126)
BRBRIRA

Profit before income tax 3,002,451
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30 Hfttlhzm — FH

30 OTHER GAINS - NET

2008 2007
(Fe&E5)
(Restated)
HERARBEERER Gain on disposals of financial
R BEE 2 W assets at fair value through
profit or loss 34,080 1,531,111
BEARBEEBIERLER Fair value (losses)/gains on financial
LUHBEERARNBEES assets at fair value through
EER (&8 &F profit or loss (197,946) 532,806
SRRy N b e Gain on disposals of investments
in associates 290,210 103,072
HEREFEZIER Gain on disposals of non-current
BEZ W assets held for sale — 18,343
JREMEA L ERE Fair value gain on investment properties — 12,870
FAE - (s AR Reversal of impairment of
REMHEEEERE leasehold land, land use rights
28 (fFzE9) and other leased assets (Note 9) — 7,000
HEHEE WK EE Loss on disposals of available-for
Z BB -sale financial assets — (22,569)
HEWME BERZHE Gain on disposals of property,
2 W plant and equipment 18,681 —
Hh Others 15,125 32,077
160,150 2,214,710
31 Hftlg A 31 OTHERINCOME
2008 2007
(geE:5)
(Restated)
S 435 B (Bt 5E27) Government subsidies(Note 27) 31,886 29,052
HEKA Rental income 31,114 25,441
& B A Dividend income 26,920 35,061
Hh, Others 14,862 25,315
104,782 114,869
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32 BRMESENER 32 EXPENSES BY NATURE
DITESHERAN « DA EEEFA L HEMAL  Expenses included in cost of sales, distribution costs, administrative
CERANERSTAOT : expenses and other operating expenses are analysed as follows:
2008 2007
(&E5)
(Restated)
RrEr e R HE 2 BB AR Construction cost under
Service Concession 3,643,105 2,851,658
NEEER ERE Provision for maintenance/
resurfacing obligations 54,929 45,496
e BHELAEEA Depreciation, amortisation
and impairment losses 422,852 346,741
EERAFAE (MH5E33) Employee benefit expenses
(Note 33) 182,502 158,148
ERHKA Transportation expenses 115,942 186,960
HERZ Rental charges 15,400 7,925
HMRE N Other tax expenses 76,347 63,533
ZRENERERE Commission and management
fee for toll road 196,911 169,440
% LA B Auditors’ remuneration 8,718 7,864
FREREXFBRE Legal and consultancy fee 27,537 22,071
Hh Others 158,581 162,667
4,902,824 4,022,503
33 EERAMX 33 EMPLOYEE BENEFIT EXPENSES
2008 2007
(&ES)
(Restated)
T & K% Wages and salaries 141,693 124,016
RTESNEEN Share options granted to directors
e E (MI5E20) and employees (Note 20) —_ 2,450
BIREKA — RERKE S Pension costs - defined
contribution plans 12,531 12,135
Hh Others 28,278 19,547
182,502 158,148
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33 BERAMXZ (B)

m-PRRET-A— AL AEERIR
HAES ((BEL)) HETFHREALHRATS
8 - AKE KA T ARAS 82 GRS
BB B ZRAIBT 2 L IAHE - B
B AERARBZEESH MBI ERY
ESHA -

AL B IRt B A T B 2 B A B E U
R 2 B BARIRGTBIHSR » B E BT A RE
EEAKERARE RARENRE T ZRIKE
MEME - WEFAS Z2HRAREERERFS RS
RPHBR ©

BERRBER (ZTZLF - &) EFAR
B - FRIVIE R BIER D REMKARIER

TH -

33 EMPLOYEE BENEFIT EXPENSES (continued)

From 1 December 2000, a mandatory provident fund scheme
(“MPF 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.

The Group also contributes to employee retirement schemes
established by the PRC local governments in respect of certain
subsidiaries in the PRC. The PRC local governments undertake
to assume the retirement benefit obligations of all existing and
future retired employees of the Group. Contributions to these schemes
are charged to the consolidated income statement as incurred.

No forfeited contributions (2007: Nil) were untilised during the
year and none is available at the year-end to reduce future
contribution.
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Notes to the Consolidated Financial Statements

(BRAF RIS} - BB 2 BB LB BT T i3 8Efi)

(All amounts in HK dollar thousands unless otherwise stated)

33 EMPLOYEE BENEFIT EXPENSES (continued)

(@) Directors’ and senior management’s emoluments

HE-_ZZN\F+-_A=+—HILFE » % The remuneration of every Director for the year ended 31 December

E=EWHEMMT

£33

Name of director

#e

Fees

e
Salary

2008 is set out below:

BIRETEIN kLEE

EEZE RummHE

Employer's  Compensation

MiERe HitER  contribution for loss of
Discretionary Other to pension office as EH
bonuses benefits scheme director Total

FR

Guo Yuan

Li Jing Qi

E

Liu Jun

Bg

Yang Hai ©

HER

To Chi Keung, Simon
Eﬁ/ (b)

Wang Dao Hai ©
Ko

Zhang Hua Qiao ©
Eﬂﬁﬁ(d)

Wang Hang Jun @
Leung Ming Yuen, Simon
T&

Ding Xun

EHR

Nip Yun Wing

300

300

300

276

276

703

811

529 = 89 = 894
489 = 89 = 854
22 13 74 = 812

205 17 61 = 1,094

— — — — 300
— — — — 300

— — — — 300

4,654
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33 EEREFEX #@) 33 EMPLOYEE BENEFIT EXPENSES (continued)
(a) EERSHREEETH (&) (a) Directors’ and senior management’s emoluments
(continued)

HE-_TZ+F+_A=+—HILFE & Theremuneration of every Director for the year ended 31 December
BEENHFHMOT : 2007 is set out below:

BIRGTEIN %LE3
ELE BNRHE
Employer's  Compensation

Higkd HitfEA contribution for loss of

BEEpg he #&  Discretionary Other to pension office as EH

Name of director Fees Salary bonuses benefits scheme director Total

BR

Guo Yuan — 1,100 — — 85 — 1,185

Li Jing Qi = 1,156 = = 85 = 1,241

E

Liu Jun = 1,400 = = 72 = 1,472

g

Yang Hai @ — — — — — — —

HER

To Chi Keung, Simon — — — — — — —

KiLFo

Zhang Hua Qiao © = = = = = = =

THE

Wang Hang Jun @ — — — — — — —

Leung Ming Yuen, Simon 300 — — — — — 300

T&

Ding Xun 300 — — — — — 300

BAR

Nip Yun Wing 300 — — — — — 300
4,798

B3 Notes:

(a) NR-ZEZ+ENANBEFE - BEEERBE_ZTT+E (a) Appointed on 8 August 2007. During the year ended 31 December 2007, Yang

+- A=1+—BIEFEEERIER (B AREBHN— K Hai was the chairman of Shenzhen Expressway, a then associate of the Company,
LBNR) EEEERERG - WEFRISRENESME Y and received director emoluments of HKD992,600 therefrom.

##992,6007T °

(b) R=TZENFASA-BHZE- (b)  Appointed on 2 June 2008.
(c) R-ZZEZNFENA=+HEBHT - (©) Resigned on 30 September 2008.
(d) REZZEENFREA=+/ARE - (d) Retired on 26 May 2008.
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33 EERAMAXZ (B)

(a) EBRSREEEFMN (B)

RZZEENFE+-_A=+—HILEE ' FR%
£ EFEFAERIELE=ZRESTORINE
ZEEMEBEB45,000T (ZEEHF : B
580,0007T) * /& #586,0007TC (Z T4 :
7 #524,0007T) K & #388,0007T (ZEE+
F o E) o

RZEENER_ZTZE+F+_A=+—HIt
FE > AEBUVTERESSNMESIEARER
IOASIE DA R E BB 2 8285 s 1E A K EBAL
ZBEE o

(b) AfVEREHFAL

AEEAKREALERSFMALERE %

“EREAFZR)EF HMEEHEH RN EX
ZAHr e BRI AR (CEZRLF - —R)RSFH
ALTZMEDFTMT

(BRAF RIS} - BB 2 BB LB BT T i3 8Efi)

(All amounts in HK dollar thousands unless otherwise stated)

33 EMPLOYEE BENEFIT EXPENSES (continued)

(@) Directors’ and senior management’s emoluments
(continued)

During the year ended 31 December 2008, Messrs Guo Yuan,
Li Jing Qi and Liu Jun have waived directors’ emoluments of
HKD545,000 (2007: HKD580,000), HKD586,000 (2007:
HKD524,000) and HKD388,000 (2007: Nil) respectively.

During the years ended 31 December 2008 and 2007, 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.

(b) Five highest paid individuals

The five individuals whose emoluments were the highest in the
Group for the year include one (2007: three) director(s) whose
emoluments are reflected in the analysis presented above. The
emoluments payable to the remaining four (2007: two) individuals
during the year are as follows:

2008 2007
EARE S NER Basic salaries and allowances 4,376 2,717
TEAT Bonuses 1,615 1,015
RIKEETEIH R Contributions to the
retirement scheme 146 84
H {th 42 A Other benefits 83 142
6,220 3,958
EHFMETIESHBER - The emoluments fell within the following bands:
A
Number of individuals
2008 2007
e E Emolument band
B ¥0IT — B ¥1,000,0000T HKDO - HKD1,000,000 — 1
7B %1 ,000,001 7T — 78 #1,500,0007T HKD1,000,001 - HKD1,500,000 3 —
78 %2 500,001 7T — 78 #3,000,0007T HKD2,500,001 - HKD3,000,000 1 —
783,000,001 7T — 74 #£3,500,0007T HKD3,000,001 - HKD3,500,000 — 1
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34 MU ABEKA 34 FINANCE INCOME AND COSTS
2008 2007
(& &E5)
(Restated)
MEER Interest expense
—RITER - Bank borrowings 437,121 369,587
— AR E & (7% 25) - Convertible notes (Note 25) — 4,711
— AR B (7% 25) - Convertible bonds (Note 25) 129,077 15,028
— &% - Bonds 66,194 3,493
HEiF B &R (F5E24) Other interest expenses (Note 24) 27,997 19,106
B ERIBRZEREFE Less: interest expenses capitalised
in construction in progress (214,628) (107,071)
445,761 304,854
AMRESTEAEAAE Fair value loss on derivative liability
SHELNEE (MizE25) of convertible bonds (Note 25) — 196,173
BEEMBES R Interest income on money market
RITHE A B WA funds and bank deposits (61,866) (51,901)
B RAN — R Net finance costs 383,895 449,126

35 FrBH
F PO 7 2 B A 7K 4 N PA B NI 4 B AE (A B

35 INCOME TAX EXPENSE

AN RUBERFENERELER - F
FBIAIMBIER 2 FERRT BN TR B AN SR 8 & 5%
BREMREE2ABER 2EBRTRISE
- BARLERZBTHEFHE -

AAAREBRERNTEEEMEREREARR
AlzHPBERANKBARREERRRATN K&

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.

The PRC corporate income tax charged to the consolidated income
statement was calculated based on the assessable profits of the

BEAZR2ERET18% (ZZTZLF : 16%) Company’s subsidiaries located in the PRC of the year at a progressive
FrE o rate of 18% (2007: 15%) applicable to the respective companies.
2008 2007
(&E5)
(Restated)
EHEMH Current income tax
B ZERE PRC corporate income tax 327,504 368,663
BEREH (H5E26) Deferred income tax (Note 26) (137,461) 182,237
190,043 550,900

FII BT B BR A F) Shenzhen International Holdings Limited
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(All amounts in HK dollar thousands unless otherwise stated)

35 INCOME TAX EXPENSE (continued)

NEBEBBRBAAEN 2 HBEEBREHRAARE  The tax on the Group’s profit before tax differs from the theoretical
EXrZHBARGCEMEMEFBEANZFYIZ  amount that would arise using the preferential tax rate of 18% in
18%MEBMEMAAE 2 EWIHE 2 Z5U  Shenzhen, the PRC, the location in which the Group’s major

™~ subsidiaries operate as follows:
2008 2007
(&)
(Restated)
B A5 A 22 7 Profit before income tax 1,156,665 3,002,451

EREI18% (ZZTEE+F : 15%)
FTEHIE

M FEZEA

— H & T RBER

— R E R 2 A8

— EBRB WA
— NAHIB Z

—RERZHE

— B A RIEHIE 88

R NI PR

— B A RIEHIE 8
BE AR EA

— BLABI S E RS 6030 77 B 1%
MR AH BB EAEN

— AR E R SR T F R
R A BB RAFR

EX 2 REMRFH
PriS

Tax calculated at a tax rate

of 18% (2007: 15%) 208,200 450,368
Tax impact of:
- Different tax rates in

other locations 14,915 20,248
- Profit earned during tax holidays (2,438) (4,365)
- Change of income tax rates

(Note(a)) — 102,098
- Income not subject to tax (49,945) (73,363)
- Expenses not deductible for

tax purposes 27,706 71,586
- Unrecognised tax loss 9,063 8,361
- Share of profit of jointly controlled

entities and associates (40,831) (39,533)
- Share of losses of jointly controlled

entities and associates 7,720 15,500

- Additional levies on certain local

financial subsidies received

in preivous years 44 111 —
- Deferred income tax asset arising

from PRC corporate income

tax paid on local financial

subsidiares received

in previous years (28,458) —

Income tax expense 190,043 550,900
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£i5)

(a)

FRiG®L (&)

(REARKEMBCEMSHE ([
Fri8fiiA]) B2008F1 B1HEER - iR
BETEPEMBBRE - NAREFE
BERFIOHBARNBRAMEHRES
#2008 F £ 2012F MSF KN ZE 8
JEE25% o Fi R A2008518% * 20094
20% * 2010%F22% * 20114524% -
20125 25% °

KB B R T REREE NS
BRIE2008F EH RN HEBEL ARG B
AENEERENER  RIITEBL
FRERAANEEEHBAM - RIEZBE
;MRS R(BE—EESENERE
FERB)BBLCEMSH AR
60,472,0007T (7##67,986,0007T) * H
PRIl e REEBLS BARE
57,986,0007T (/& #65,192,0007T) ° ##
B BECEREHR A HAREBE AR
FEESHMTHBMEMEKA - KIE
B A BB MRER 2
FH BRI A R RS ERS
e mMiRERAN  BREBRFIMABUET
AEBERZSOCEMBSHRANBR -

KRR —HEE LR ZFIYITE R 5
BRERREESM ERFER - REBER
T ERE—IXE (R EREANT  E UB
ME|FEAMAREEREREBT NS
MR o BEBRY S RERYEEBB
BEZREBRNER  REAESEERE
BHABECEMERETEGLRE O] 2R
AR¥18,750,0007t (B%21,080,000
JL) c BERREMEmERIER - HE
HAPECXMSHENESRE - SR
REHEERER °

35

INCOME TAX EXPENSE (continued)

The Corporate Income Tax Law of the People’s Republic
of China (the “new CIT Law”) is effective from 1 January
2008. According to the new CIT Law and the relevant
regulations, the income tax rate applicable to the Company’s
subsidiaries established in Shenzhen, the PRC will be gradually
increased to 25% over a five-year period from 2008 to 2012.
The rates are 18% for 2008, 20% for 2009, 22% for 2010,
24% for 2011 and 25% for 2012 respectively.

Pursuant to the results of a special examination performed
on the local tax bureau of Shenzhen, which was conducted
by the Shenzhen Finance Supervision Commissioner’s Office
of the Ministry of Finance in 2008, Shenzhen Expressway
and one of its jointly controlled entity were collectively
demanded by the Futian Tax Bureau in the Notice to pay
PRC corporate income tax amounting to approximately
RMB60,472,000 (HKD67,986,000). The amount attributable
to Shenzhen Expressway is RMB57,986,000 (HKD65,192,000).
The Back Taxes were levied on certain local financial subsidies
and incentives granted by local government authorities,
obtained and received by Shenzhen Expressway in previous
years, which were initially exempt from income taxes according
to the provisions of certain policies promulgated by the local
government authorities. Such exemptions were revoked by
the authorities as a result of the examination.

The Group had lodged an application to the Futian Tax Bureau
for a reassessment of the computation basis of the Back
Taxes, a waiver of the related penalty, as well as a deferral
of the payment. Subsequently, several rounds of discussion
were held between Shenzhen Expressway and the Futian
Tax Bureau. According to these communications, the Group
consider that the final amount of the Back Taxes would
highly probable be reduced by RMB18,750,000
(HKD21,080,000). As at the date of approval of these financial
statements, the amount of the Back Taxes, the related penalty
and the exact settlement arrangements had not yet been
finalised.
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35 FREH (&)

(b)

(&)

Btk BIBEARFTESHREMS 0 &K
EEEEFHFRABRERTHERTHEN
AHPECEMSEHRARE39,236,000
7T (B #44,541,0007T) ©

ZO - BERGAPBHRRUER - =
RERIRY TR B 77 5B R H b &P
FIeiRmder EEELE - Bt R#&4HE
ArMeERR—RAE  MSEEER
RA A E (MEE40) o

36 XATRREFEAERGLRR

RABEEEHE ARAEERENENNELRD
R TSR R PRI BB A8 1£17,526,0007T
—EE A4 B#D 613,456,0007T) ©

37

a)

BREF

B=9N

SIREA R RAR TR H A
IERF] - BRIAE PR B AT B IR
THHAHE -

35

(0)

36

(BRAF RIS} - BB 2 BB LB BT T i3 8Efi)

(All amounts in HK dollar thousands unless otherwise stated)

INCOME TAX EXPENSE (continued)

(continued)

Accordingly, the Group had recognised a provision for the
Back Taxes amounting to RMB39,236,000(HKD44,541,000)
as current year income tax expense in the consolidated
income statement for the year ended 31 December 2008,
based on the best estimate made by the directors of the
Company.

In addition, as at the date of approval of these financial
statements, no formal notice of such waiver of the related
penalty had been issued by the Shenzhen Futian Tax Bureau
and other relevant authorities. The amount of the related
penalty could not be reasonably ascertained and had not
been provided as a liability on the consolidated balance
sheet of the Group as at the same date and was disclosed
as contingent liabilities (Note 40).

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF
THE COMPANY

The profit attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
HKD 17,526,000 (2007: HKD 2,613,456,000).

37

a)

EARNINGS PER SHARE

Basic

Basic earnings per share is calculated by dividing the profit
attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the year.

2008 2007
(B &E5)
(Restated)
RRFIRERB ARIGERA Profit attributable to equity
holders of the Company 574,986 2,122,541
BEETEBRDY Weighted average number of
mEFEHE (T4 ordinary shares in issue
(thousands) 14,154,014 13,531,091
BREXRZFN (FRBW) Basic earnings per share
(HK cents per share) 4.06 15.69
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37 BRER (&)
s

SRESAERN ERRABAESNEE LR
BRI - KRB BITERRINEFS
H&%lﬁﬁ BERL - ARRBEMA#ENE
TmR  TMREREES &ﬁﬁﬂxﬁé o AJHRY
RB/EFRREABRRYE Hﬁ ﬁﬁﬁrmﬂ%&
HAENHENEBERARBBEE - ERNBEK
1 *Ei)ﬁiﬁfﬂiﬁ%ﬂx%}ﬁﬁﬁﬁﬁﬁwﬁ%ﬁéﬂﬁfﬁgﬁ
B BERAAEFEERRNA R RN T
FEME) IBANRNEE -

(b)

37 EARNINGS PER SHARE (continued)

(b) 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 notes/
bonds and share options. The convertible notes/bonds are assumed
to have 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 done 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. The number of shares calculated
as above is compared with the number of shares that would
have been issued assuming the exercise of the share options.

2008 2007
(&%)
(Restated)
RARERIEE ABLET Profit attributable to equity
holders of the Company 574,986 2,122,541
MR EE EHFEE Interest expense on
convertible notes/bonds — 7,093
AT Bk EE Profit used to determine
AR AT diluted earnings per share 574,986 2,129,634
BEETEBERLY Weighted average number of
niEFEHE (F461) ordinary shares in issue (thousands) 14,154,014 13,531,091
FE—-ERE (T) Adjustments -
share options (thousands) 69,954 168,053
FE-AIBRERER Adjustments - conversion
W (Fh) of convertible notes (thousands) —_ 263,134
FE - A RES Adjustments - conversion
W (Fh) of convertible bonds (thousands) —_ 351,736
ATEEREEANN T BR Weighted average number of
K INtEFEH & (FAD) ordinary shares for diluted
earnings per share (thousands) 14,223,968 14,314,014
BREERF (BB Diluted earnings per share
(HK cents per share) 4.04 14.88

BE-TT/\F+-A=+—Ai  HBETH
BiESHERATALRBEVE -

=
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The impact of conversion of convertible bonds to earnings per
share is anti-dilutive for the year ended 31 December 2008.

3R 2008 Annual Report



&s e

I N | /\ZT ZIVﬂ% ﬁ& i% |§1¢ %\E
Notes to the Consolidated Financial Statements
(B4 RIFERAS) » BT & 881G LB For A5 )

(All amounts in HK dollar thousands unless otherwise stated)

38 RE 38 DIVIDENDS

“EENFALNHREBRERAKRESEE  The final dividend and special dividend paid in 2008 amounted
142,182,000 T (BB #0.0170) R&EFRIKE  to HKD142,182,000 (HKDO.01 per share) and HKD497,636,000
B #£497,636,0007T (A% E#0.0357T) ° £  (HKDO.035 per share), respectively. The final dividend paid in
T ZEE L FAXMNORBARE AEEE 2007 were HKD76,981,000 (HKDO.006 per share). At the meeting
76,981,000 (A /E#0.0067T) e R —ZZ  dated 3 April 2009, the directors recommend the payment of a
NFME=ZBAMEE  ESEEATME AT final dividend of HKD0.0145 per ordinary share, totalling
BB #0.01457T © A5t AE 203,398,000 HKD203,398,000. Such dividends are to be approved by the
T WERBBR _ZZTNF/NA_HEITH  shareholders at the forthcoming Annual General Meeting on 2
MEREFASEZIE - RMBEHERRRBLE  June 2009. These financial statements do not reflect this as dividend

HRARNRKRE - payable.
2008 2007
(&%)
(Restated)
Bk R EAR S Proposed final dividend of,
FREBREE0.01457T HKDO0.0145 (2007: HKDO0.01)
(ZZZ 5 : B%0.017) per ordinary share 203,398 142,182
FRERIE « (T +F :  Proposed special dividend: Nil
SR EAE®0.0357T) (2007: HKDO0.035 per ordinary share) — 497,636
203,398 639,818
39 BEELENASE 39 CASH GENERATED FROM OPERATIONS
2008 2007
(s E5)
(Restated)
BR A AT & F Profit before income tax 1,156,665 3,002,451
IR Adjustment for:
—#E (MaE7) - Depreciation (Note 7) 114,777 73,555
—MELH - THERER - Amortisation of leasehold land, land use

HtEEEE 2 #H (FI:9) rights and other leased assets (Note 9) 12,672 10,412
—EBREE 2 EE (11 - Amortisation of intangible assets (Note 11) 282,911 258,253
—BE  MERFZHELZ — Impairment of property,

WE (F5E7) plant and equipment (Note 7) 1,691 —
—BREEEZRE (1) - Impairment of intangible assets (Note 11) — 4,521
—BREEE2ME IE11) - Write off intangible assets (Note 11) 1,388 —
—MELTH - THERER - Impairment / (Reversal of impairment) of

HEmBEEERE (EE) leasehold land, land use rights and other

leased assets 6,766 (7,000)
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39 BEEXENES (&) 39 CASH GENERATED FROM OPERATIONS (continued)
2008 2007
(& E5)
(Restated)
—EEWAEEBERER - Deferred income recognised in the

(Fif&E27) income statement (Note 27) (31,886) (29,052)
- LNEEEETRE — Provision for maintenance/resurfacing

(Ff5E32) obligations (Note 32) 54,929 45,496
— R RE R — Provision for impairment of receivables 158 4
—HENHBEZHBEEL - Loss on disposal of available-for-sale

&518 (M13E30) financial assets (Note 30) - 22,569
—HEME  BERKE — Gain on disposals of

Z Mz (HH3E30) property, plant and equipment (Note 30) (18,681) —
—HEBE AR ER — Gain on disposals of investments

2 Wz (KE30) in associates (Note 30) (290,210) (103,072)
—HEREFREZERD - Gain on disposals of non-current

B E 2 W (FFEE30) assets held for sale (Note 30) - (18,343)
~HERERI P UK - Loss on disposals of held-to-

BEZEX maturity financial assets — 1,029
—EREZ AR BAE (FH3E20) - Fair value of share options (Note 20) — 2,450
—HERARBEERBRLEZ - Gain on disposals of financial assets at

B 7% & B 2 Wz (M13E30) fair value through profit or loss (Note 30) (34,080) (1,531,111)
—-BARBEERBEREL — Fair value losses/(gains) on

MBEEARBEEYES financial assets at fair value through

fEE, (BF) (F3E30) profit or loss (Note 30) 197,946 (532,806)
- REWMELAE — Fair value losses/(gains) on investment

BiE,/ (s (H:E8) properties (Note 8) 4,035 (12,870)
—F B (F3E34) - Interest income (Note 34) (61,866) (51,901)
— 7B &R (M:E34) - Interest expense (Note 34) 445,761 304,854
—TEMBIAZARERE — Fair value gains on derivative

ZEES M (HE23) financial instruments (Note 23) (7,143) —
- RRERTEEEARE — Fair value loss on derivative liability of

SEELNEE (H3E34) convertible bonds (Note 34) - 196,173
—EREE R TE) /RS — Share of profit of associates/jointly

ERAN (ME13%14) controlled entities (Note 13 and 14) (226,838) (159,901)
BEERE Changes in working capital

(FBEERERER (excluding the effect of exchange

ELEENTZE) differences on consolidation):

— R R H fth e WK - Trade and other receivables (155,398) (72,067)
— R REMENR — Trade and other payables (76,650) (335,928)
EEELEMNRS Cash generated from operations 1,376,947 1,067,716
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39 EEEENRE (A 39 CASH GENERATED FROM OPERATIONS (continued)
ERERERA  LHEWE  HELR In the cash flow statement, proceeds from disposals of
BEHRSREE property, plant and equipment comprise:

2008 2007
(s E5)
(Restated)

REFE (KE7) Net book amount (Note 7) 11,239 14,440

HEME - B REEN Gain on disposal of property,

Wz (FiE30) plant and equipment (Note 30) 18,681 —
HEME - KER Proceeds from disposal of property,

JAEATIE R plant and equipment 29,920 14,440
40 BB EREIEER 40 FINANCIAL GUARANTEES AND CONTINGENCIES
(a RZEENF+ZA=+—H0  && (a) Asat 31 December 2008, the Group has the following financial

MR T guarantees:
rEE
Group
2008 2007
(B &E5)
(Restated)
AN AT HBH B KD ER 1T 4R B Irrevocable banking guarantee
RAHs 75 to related parties 74,923 73,607
KAFE
Company
2008 2007
RERITHE 2 BFEER Corporate guarantees for
bank facilities utilised by:
— B A E] - Subsidiaries 200,484 253,293
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40

(b)

(c)

BBERERNBERB (&)

ITEEREEAR

FY S REBFHPISRT THT LIERE
HEEAR - WRIIMEITF—FAK (F
) ITRIEE - FleREMFImER
%NS R E 17,028,000t K A~ AL
BB ARITRE - FIDRERAK
BX T %10,699,000 T RZFS - LA
BEREEFEEMNIEEREE E=
L2 EEBIE o ¥RIIT mF IR &R
FHIRENTEIRER REILE
EREYRKETR > FISEESRAF
BB AR H & ¥56,760,0007T
&% 1,135,0007T &)1 0] H3H B 4V IR 1T
IREK ©

R2004F 12888 @ FIlERENZFY
MBRAEERESNETRRE TP E
IS EEEEAFR AR (DRIIBS
W) FET KRR (—HY) 18 B T2
BERFEISERBMNEXIEBEIS
B - RAFERIIBHAELZE RIET
HMHOBEEMERAMNEEREER MR
IHPBEEZETRFMRE - HEAGEY
BHMRMER @ ZHPHEHNEFER P -
BEZARBBIGERMEMER » A%
BEERAZHPHERTTHAEEKL
ERRELEEAAETE -

AYTECRMENERTAS

R EE35(b) ATl - AEBREIRYITE
A A G EREAEREHALE
Frif - XEBE KRR H
BHRFE—TZE(RBHEMRI BN
EVFEAMNTHEERAKREBINS
AAREERBEENREGBIARAEE
BMRAEFBECEMNBSHRARE
39,236,000 T (B%44,541,0007T) ° &
EAPEREMRER ARBZHEBR
AMAESEREMENERNEZSE I
M TREHHETAEGBE -

40 FINANCIAL GUARANTEES AND CONTINGENCIES

(continued)
Project Construction Management Contracts

Shenzhen Expressway has entered into certain construction
projects management contracts with government authorities.
For Hengping Project, Shenzhen Expressway had arranged
a bank to issue irrevocable performance guarantees on its
behalf to the Shenzhen Longgang Highway Bureau amounting
to HKD17,028,000. Shenzhen Expressway also paid a guarantee
deposit of HKD10,699,000 to the authority for assuring the
progress, quality and safety standards for the construction
of Hengping Project. For Nanping (Phase Il) Project and the
renovation project of the Shenyun-North Ring Interchange
in Shenzhen, Shenzhen Expressway had arranged with banks
to issue irrevocable performance guarantees on its behalf to
the Shenzhen Communications Bureau amounting to
HKD56,760,000 and HKD1,135,000 respectively.

At 8 December 2004, Shenzhen Expressway signed a
construction contract (“the Contract”) with Shenzhen
Pengcheng Construction Company Limited (“Shenzhen
Pengcheng”) for Nanping (Phase |) Project. As disputes
concerning the unit prices of some items under the Contract
arose that were not resolved by mutual agreement, Shenzhen
Pengcheng applied for arbitration to Shenzhen Arbitration
Commission against the Shenzhen Expressway in 2008.
As at the date of approval of these financial statements,
the arbitration process was still in progress. The directors
of the Group had sought advice from the legal counsel and
concluded that the result of the arbitration would not lead
to any significant adverse impact on the Group’s operating
results.

Penalty on Back Taxes

As explained in Note 35(b), the Group had been demanded
by the Futian Tax Bureau to pay certain Back Taxes. The
Group had lodged an application for a reassessment of the
amount of the Back Taxes and a wavier of the related penalty.
As at the date of approval of these financial statements, no
formal notice of such reassessment/waiver had been issued
by the Futian Tax Bureau and other relevant authorities.
The directors of the Company had made a provision for
the Back Taxes liabilities as at 31 December 2008 in the
amount of RMB39,236,000 (HKD44,541,000) based on their
best estimate. However, the amount of any related penalty
could not be ascertained with reasonably certainty.
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41 HEIE 41 COMMITMENTS
(a) BEREE (@) Capital commitments
REEBERRBENERAFAIZOT ¢ Capital expenditure contracted for at the balance sheet date but

not yet incurred is as follows:

2008 2007
(&%)
(Restated)
BREE—ME - BE Capital commitments — expenditure
PNE PSSR e of property, plant and equipment
FEEZSH and concession intangible assets
—BEELEREE - Contracted but not provided for 560,181 3,714,548
—~EESEHMAEBREL - Authorized but not
contracted for 2,395,499 827,943
2,955,680 4,542,491
B E Investment commitments
—BERLERERE - Contracted but not provided for 318,970 88,065
3,274,650 4,630,556
(b) EEHEERE-TKEEAEEA (b) Operating lease commitments - the Group as the
lessee

BIERA L ERE - AXRSEBEAENFRE  The future aggregate minimum lease payments under non-

RN cancellable operating leases are as follows:
2008 2007
(& E5)
(Restated)
T i R EY Land and buildings:
THBB1E Not later than 1 year 2,956 1,361
BB F (BT BB F Later than 1 year and
not later than 5 years 479 —
8 8 55 Over 5 years 13 —
3,448 1,361
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41 A&IE (B 41 COMMITMENTS (continued)
(c) EEMHEAE-—AKEEAEEA (c) Operating lease commitments - the Group as the
lessor

BIERT RS ERE  ARSKEBEEWELE  The future aggregate minimum lease receipts under non-cancellable

RN operating leases are as follows:
2008 2007
(=5)
(Restated)
T R Land and buildings:
THBR1F Not later than 1 year 26,274 28,140
BB FRTEBBLF Later than 1 year and
not later than 5 years 27,092 39,751
HBiBbF Over 5 years 7,508 5,229
60,874 73,120
42 WIEKHE A A 42 ACQUISITION OF A SUBSIDIARY

R-ZEZENFEARNA=1TH  KEBBTAWE  On 30 June 2008, the Group completed the acquisition of 55.39%
EadtBRYR AR AR ([fEA1LRR])55.39%  equity interest in Yantai Beiming Logistics Co., Ltd. (“Yantai Beiming).
HIRE - AWERZ T \F+-H=+—  The acquired business contributed revenue of HKD5,275,000
BEIR - FTREER 2 S BB ARNEEIE S and net loss of HKD2,038,000 to the Group from the acquisition
7l /75 #5,275,0007T & & #2,038,0007T ° &  date to 31 December 2008. If the acquisition occurred on 1 January
RIBEWEBNR -_ZZT)N\F—HA—HBEA&%4E Al 2008, the Group’s share of revenue and net profit would have
AEBEE-_ZT)\F+_A=1+—HILFE beenincreased by HKD4,607,000 and HKD489,000, respectively
E=ZH 2 Wzm=MA F E D R D& for the year ended 31 December 2008.

4,607,0007T f& % #489,0007T °

WHERFEESIRAT ¢ Details of net assets acquired are as follows:

WEEHE : Purchase consideration:

—R2008F X IR & — Cash paid in 2008 59,341

WEFEENAAEE Fair value of net assets acquired (57,953)
P (fsE11) Goodwill (Note 11) 1,388
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42 ACQUISITION OF A SUBSIDIARY (continued)

acquisition are as follows:

As at 30 June 2008, the assets and liabilities arising from the

WU E
HEREE
Acquiree’s
~REE carrying
Fair value amount
HeMReEEY Cash and cash equivalents 70,007 70,007
W - BEREE Property, plant and equipment 35,242 35,242
4 AR Land use rights 25,311 25,311
FEIR Construction in progress 466 466
J& WK Receivables 1,568 1,568
JE T 3K Payables (18,280) (18,280)
e IR Tax payable (138) (138)
RN Borrowings (9,549) (9,549)
FEE Net assets 104,627 104,627
WEER F & E Net assets acquired 57,953 57,953
R 2008F ] & X+ Purchase consideration
WK B settled in cash in 2008 (59,341)
Fri M B AR MR e Cash and cash equivalents in
FBEE&EEY the subsidiary company acquired 70,007
WENIRER Cash inflow on acquisition 10,666

43 HILHBRRHRS

RZZEENFHNA-+=H XEEZHBA
AeBE R mEE (RE) BRAR ([EHESE
B ) B REEERZE  c BEZREEZH
T ABASEEBEFRE AR ZHBARA
EBYMA0% I IEEE TS  HEHERAR
#349,846,3007T (7% 398,626,0007T) * I
PRETM - RZEZENFAAA=1+"H ' Z
WESER - AR AAEBRNEZERED
A TNKMEEHEBRBR S THFNEHER
EHAXRYRFEENRERDEABRER
333,649,000 7A€ RE4) B 64,977,000 E
TEH M EER o
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43 TRANSACTIONS WITH MINORITY INTERESTS

On 22 April 2008, Yiwan Industry, a subsidiary of the Group,
entered into an acquisition agreement with Shenzhen Nanyou
(Group) Holdings Limited (the “Nanyou Group”). According to
the agreement, Yiwan Industry acquired 40% equity interests in
Shenzhen Western Logistics, a subsidiary of the Company, from
Nanyou Group. The consideration was satisfied in the form of
cash of RMB349,846,300 (HKD398,626,000). The acquisition
was completed on 26 June 2008 and Shenzhen Western Logistics
became a wholly-owned subsidiary of the Group. The excess of
the consideration paid over the carrying value of net assets of
HKD333,649,000 acquired on the completion date, amounting
to HKD64,977,000, was debited to other reserves.
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43 HILHBBRRHNRZ (&)

EEaRSHRIABEI—EENFHNA=-+=
EI) ARy REEhmEBRREEER

mﬁzﬁ-;ﬂx%%&ﬁm AR ERS
ZHﬁ%*é’A FIMELTREREZER A A
(IMEARA TJ)35%E'JH%E’£EBL.;§£E§E%
B o RN E A ARK4L68,141 oooﬁ(;‘%ﬁz
532,160,0007T) @ WAB &S H - RZEE
NERNAZHAH - ZREEETK - ABY
MABRFBE A AR o WHNEELE
HMBRRE R TREY T QR ENREFE
B H)F R B 1290,210,0007T © R ATH
fth U2 — FEE o

RZZEZNFOA-_+_B mhEEFEA
EBW//|L4OWO%$E ° ﬁ%ﬁ%/ﬁﬁﬂiﬁﬁjﬁ’\ﬁaﬁ%%
2EWMBAR > RRARBEENBERCERSR
FAEDIR60% X i - 1RIE E TR RIE14AF
FHEEBARRATMNEEAL - M LliiE R
HEZRSGEFEBRARFNAER S

44 BBHERS

WM FE1RATAL - ANARHE RIS 5 AR
& o ABFEET ~ 18(a) ~ 18(b) * 28(b) * 28(c)
40(a) R APt WX 515 & 72N & [E /Y B Bt 75 2

43 TRANSACTIONS WITH MINORITY INTERESTS
(continued)

Simultaneously, Shenzhen Western Logistics entered into a disposal
agreement with the Nanyou Group. According to the agreement,
Shenzhen Western Logistics disposed of 35% equity interests
in Grand Autopark Company Limited (“Grand Autopark”), an
associate of Shenzhen Western Logistics, to the Nanyou Group.
The consideration was satisfied in the form of cash of
RMB468,141,000 (HKD532,160,000). The acquisition was
completed on 26 June 2008 and Shenzhen Western Logistics
had disposed of all of its equity interests in Grand Autopark.
The excess of the consideration paid over the carrying value of
investment in Grand Autopark on the completion date, amounting
to HKD290,210,000, was recognised at ‘Other gains - net’.

As at 22 April 2008, Nanyou Group held 40% equity interest in
Shenzhen Western Logistics while Shenzhen Western Logistics
is an indirect non-wholly owned subsidiary of the Company, which
through Xin Tong Chan and Yiwan Industry held 60% of equity
interests in Shenzhen Western Logistics. According to Chapter
14A of the Listing Rules, Nanyou Group was considered as a
connected person of the Company and the above acquisition
and disposal constituted connected transactions for the Company.

44 RELATED-PARTY TRANSACTIONS

As described in Note 1, the Company’s de facto controller is
SIHC. As a result, the transactions as mentioned in Notes 1,
18(a), 18(b), 28(b), 28(c), 40(a) and 43 are related party transactions

5o BUALFTIEEEIN  REBRAFEANLE  of the Group. Save as disclosed above, the Group has the following
BE T ETHEEISIT significant transactions with related parties during the year:
(a) TEREFBBA (a) Bank deposits and interest income
2008 2007
(L&)
(Restated)
|ITFEN Bank deposits
R B A RTT State-owned banks in China 597,218 393,926
RITFERFEBA Interest income
PRI A RIT State-owned banks in China 9,540 3,663
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44 BB RS (&) 44 RELATED-PARTY TRANSACTIONS (continued)
(b) EFERFEZH (b) Bank borrowings and interest expense
2008 2007
(&%)
(Restated)
BB IRITE R Borrwings from state-owned banks in China
HR 1) 82 E Beginning of the year 3,669,535 2,833,788
sz 8 Bff 28 1 A1 Acquisition of subsidiaries — 614,338
g E R New borrowings 3,341,844 3,844,017
EEER Repayments (1,915,602) (3,811,810)
B Interest expense 287,049 187,005
EEIESA Interest paid (299,693) (182,878)
ME N, = Exchange difference 304,657 185,075
HiSR 6R %R End of the year 5,387,790 3,669,535
(c) ERIBZEATHREMNZHBE (c) Capital expenditure and payable balances for construction
in progress
2008 2007
(&%)
(Restated)

BARSHIERTERIERZE Capital expenditure incurred for

RIRBHERITIRER service concession projects and
RER - construction-in—progress:
Bz State-owned contractors 2,097,550 2,312,322
ENEERIRRARRES Payables for construction projects
and guaranteed deposits:
Bz State-owned contractors 1,238,059 232,485
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44 BEERZ (&)

d XNIREBRRGE

Yl REHEE AT - ERARREER
BER - RIEZAR  BEMARARIISRL
NET2EE  EERBEEBAABENEE
97,999,0007T - RAFE  FlmERMEM A
AIYNEEREEE19,944,000C (—ZEF
+4F : B&#16,046,0000T) F HE-ZZT)\F
+ZA=+—81 ' FISRE RFTREBA
AN ER RIS & A4 ¥55,246,0007T ©

(e) HRUAEEKA

AR RIS REENRERENHIESM - K
EEERFREARZKEBEBAKNKEMEER
REMBEERKEE - RAFEE - FlleRE
ARETRERBEARRKRZEEBALREE
155,399,000t (ZEZE L F : FK
123,787,0007T) @ MEHREBEARR RIS
RUWE 2 B & A £ A B 141,949,0007T (=
TTHF : B%146,306,0007T) ° KUk Z B
EREDREWFERRWFIBEIRANEE
FHE - WARRERFEE -

44 RELATED-PARTY TRANSACTIONS (continued)

(d) Payment of project management service fee

Shenzhen Expressway entered into project management service
contracts with Consulting Company, another associate of Shenzhen
Expressway, under which Consulting Company assumes the
management of the reconstruction project of Shenzhen Expressway.
The value of the management service contract is approximately
HKD97,999,000. During the year, Shenzhen Expressway paid a
management fee of approximately HKD19,944,000 (2007:
HKD16,046,000) to Consulting Company. The cumulative
management fee paid by Shenzhen Expressway to Consulting
Company amounted to approximately HKD55,246,000 up to 31
December 2008.

(e) Toll revenue collection

Due to the geographical layout of the toll roads operated by Shenzhen
Expressway, certain toll gates of the toll roads of Shenzhen
Expressway and Airport-Heao Eastern Company are overlapping.
As a result, Shenzhen Expressway and Airport-Heao Eastern
Company collect toll revenue for each other. During the year,
the aggregate toll revenue collected by Shenzhen Expressway
on behalf of Airport-Heao Eastern Company was HKD155,399,000
(2007: HKD123,787,000), while the aggregate toll revenue collected
by Airport-Heao Eastern Company on behalf of the Group was
HKD141,949,000 (2007: HKD146,306,000). All toll revenue collected
was paid back to the counterparties within three days after collection
without charging any handling fees.

@ FYEEIER B R A7) Shenzhen International Holdings Limited 3§ 2008 Annual Report



AR e B IS RAR MY R

Notes to the Consolidated Financial Statements

44 BEMERZ (&)

(f) FIHERWE

RZZEZENF+_A+—H BRASHEREE
RAR ([ERABBEAA]  AQAHN—XK
MEZEIEZEMNBLAR) LB TERFRA
Bl (B EmRABEEAR15%MKE) 5 —18
oz ([ATHAB ARl © Bk - BRABESE
AFIEBENERICEBIEBRATNERA

B ARIKY A AR RS BRIEE TEIS
METERZAREBAREE X HEHERAS
BREEMAENEMER - mRAHIHELR
BERENEOLETARETSEREMERR
HAAREKL 273,417 EF AR
2,643,417 LB M RILETEFR AR
FEBTHOR - S A BB ARRER LR
AIE+UAZEBE TALBMBEERS -

(9 FTE2EBEAEMSE

TEEBEAEBME ZFBEHMNMESS -

45 HHEHBAHRSEIR
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44 RELATED-PARTY TRANSACTIONS (continued)

(f)  The Pre-Incorporation Expenditure Agreement

On 11 December 2008, Nanjing Xiba Wharf Co. Ltd. (“Nanjing
Xiba Wharf Company”, an indirect non-wholly owned subsidiary
of the Company) and Nanjing Chemical Industry Park Co., Ltd.
(holding 15% equity interest in Nanjing Xiba Wharf Company)
entered into an agreement (“Pre-Incorporation Expenditure
Agreement”), pursuant to which Nanjing Xiba Wharf Company
agreed that it would reimburse Nanjing Chemical Industry Park
Co., Ltd. all the fees and charges under various contracts that
Nanjing Chemical Industry Park Co., Ltd. had entered into for
the project of Nanjing Xiba Port before the incorporation of Nanjing
Xiba Wharf Company, and the miscellaneous expenses it had
paid in relation to the project of Nanjing Xiba Port. The total
contract sum under the various contracts as mentioned above
and the miscellaneous expenses which shall be borne by Nanjing
Xiba Wharf Company, amounted to RMB4,273,417, out of which
RMB2,643,417 had already been paid by Nanjing Chemical Industry
Park Co., Ltd. to the relevant contracting parties. The entering
into the Pre-Incorporation Expenditure Agreement constituted a
connected transaction of the Group under Chapter 14A of the
Listing Rules.

(9) Key management compensation

Details of key management compensation are set out in Note
33

45. EVENTS AFTER THE BALANCE SHEET DATE
(a) Disposal of CSG A shares

From 1 January 2009 to the date of this report, the Group has
disposed of a total of 19,228,823 CSG A Shares via Shenzhen
Stock Exchange. The average selling price was RMB14.326 per
share, giving a total consideration of approximately RMB275 million.
As at the date of this report, the Group beneficially owned
113,887,081 CSG A Shares, representing approximately 9.21%
shares in the total issued share capital of CSG, of which 97,844,804
CSG A Shares held by the Group are freely tradable on the Shenzhen
Stock Exchange (representing approximately 85.91% of the Group’s
shareholding) and the remaining 16,042,277 CSG A Shares held
by the Group will become freely tradable on the Shenzhen Stock
Exchange by 24 May 2009 (subject to the applicable PRC laws
and regulations).
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46 FEMBLARFE

EMRL
AR E R
Place of
incorporation/

NRER registration and
Name operation
B2 )
Subsidiaries
RERRAR AR &
Elite Capital International Limited Hong Kong
HEIRBRAF EE
Innovisions Limited Hong Kong
RERRARAR &
Shenzhen International Limited Hong Kong
RYEBEREAERARA &
Shenzhen International Hong Kong
Nominees Limited
RYERE X ER AR BB
Shenzhen International Hong Kong
Properties Limited
RAREEER (R BRAFS FE
PRC

@ FII BT B BR A F) Shenzhen International Holdings Limited

ncial Statements

45. EVENTS AFTER THE BALANCE SHEET DATE

(b) Acquisition of a shiploader

On 16 March 2009, Nanjing Xiba Wharf Company Limited through
its tender agent issued a letter of acceptance of an open tender
for the acquisition and installation of a shiploader to Nanjing Port
Machinery Plant. The issue of the letter of acceptance to Nanjing
Port Machinery Plant constitutes a legally binding obligation on
both parties. Nanjing Xiba Wharf Company and Nanjing Port
Machinery Plant entered into the contract on the same day. The
consideration for the transaction was based on the bid price of
RMB8,580,000 (HKD9,738,933) offered by Nanjing Port Machinery
Plant under an open tender.

Nanjing Port Machinery Plant is a wholly owned subsidiary of
Nanjing Port Authority and Nanjing Port Authority is a substantial
shareholder of Nanjing Xiba Wharf Company holding its 15%
equity interest. The above transaction constitutes a connected
transaction as defined under Chapter 14A of the Listing Rules.

46 PARTICULARS OF PRINCIPAL SUBSIDIARIES

BRTZER
EfRAEE

Nominal value of issued
ordinary/registered share

TEXH
Principal activities

A ARERER

Interest held

capital by the Company
Hi 3
Direct Indirect
10070 — 100 REER
HKD100 Investment holding
75#£40,000,0007C — 100 REZERR
HKD40,000,000 Investment holding
#1%10,0007T — 100 REER
HKD10,000 Investment holding
27T 100 — REMREARWE RS
HKD2 Provision of nominees and
secretarial services
BT — 100 MERE
HKD2 Property investment
75%£10,000,0007C — 100 REZERR

HKD10,000,000 Investment holding

3§ 2008 Annual Report
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DR B

Name

215 (RN BRAFC
Total Logistics (Shenzhen) Co., Ltd®

REEERE (NI ERARA
Xin Tong Chan Development
(Shenzhen) Co., Ltd*

R HERERYRERARC
Shenzhen South-China
International Logisitics Co., Ltd®

REEEEE (R ERRAS
Yiwan Industry Development
(Shenzhen) Co., Ltd*

EREEARRAT

Flywheel Investments Limited

New Vision Limited

MR 2RYRERAR
Nanjing UT Logistics Co., Ltd®

RTS8 EE T HERAR AR
Shenzhen EDI Co., Ltd®

ATESYRER AR
Shenzhen Western Logistics Co., Ltd®*

AT EBRRERABERAF
Shenzhen Bao Tong Highway
Construction and Development Limited®*

RYEARRRABERARF®

Shenzhen Longda Expressway
Company Limited®*

RYERABRH AR EA

Shenzhen Expressway Company Limited”

VRN

W

B %5 R 2} BT

Notes to the Consolidated Financial Statements
(B4 RIFERAS) » BT & 881G LB For A5 )

(All amounts in HK dollar thousands unless otherwise stated)
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Place of
incorporation/
registration and

46
(continued)

BRTLER
AfRAEE

Nominal value of issued
ordinary/registered share

operation capital
B AR#200,000,0007T
PRC RMB200,000,000
FE AR%200,000,0007T
PRC RMB200,000,000
B AR#240,000,0007T
PRC RMB240,000,000
B ##180,000,0007T
PRC HKD180,000,000
RBHEARES 17T
British Virgin Islands USD1
REBHRRES 100%7T
British Virgin Islands UsD100
FE AER#88,000,0007T
PRC RMB88,000,000
FE AR#22,760,0007T
PRC RMB22,760,000
FE AR ¥450,000,0007T
PRC RMB450,000,000
FE AER#1,533,800,0007T
PRC RMB1,533,800,000
FE AR¥5,000,0007T
PRC RMB5,000,000
FE AER#2,180,700,0007T
PRC RMB2,180,700,000

3} 2008 Annual Report

AR RFAEDR
Interest held
by the Company
HiE 3

Direct Indirect

= 100

= 100

= 100

= 100

= 100

100 =

= 100

= 68.54

= 100

= 100

= 89.93

= 50.02
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PARTICULARS OF PRINCIPAL SUBSIDIARIES

TEEK

Principal activities

R RER R ERS
Provision of total logistics and
transportation ancillary services

REAER

Investment holding

HE 2R KeRER
EFYRE

Development, construction,
operation and management of
South China Logistic Park

REAER

Investment holding

RAER

Investment holding

REER

Investment holding

WY RARR R R e R
Logistic services and related
warehouse facilities

REFFERZER - FRA
BEE MR RS

Provision of electronic information
exchange, transmission and
value-added information
sharing services

R EZR KERER
ABDREE

Development, construction,
operation and management of
Western Logistic Park

ERE AR

Development, construction,
investment, operation and
management of toll highway

REREEERNSENE
Operation and management
of Longda Expressway

RE 2R GLEE

& R FNE R

Investment, construction,
operation and management
of toll highways and roads
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46 FEMBEARFE (&

DRER

Name

Jade Emperor Limited

WIS BERABRELEBRA
Hubei Magerk Expressway
Management Private Limited * *

EaitRYRERARC
Yantai Beiming Logistics Co., Ltd.®*

RYITREBARFAEBAR

Shenzhen Shen Guang Hui
Highway Development
Company®*

FRABIEEAR AR
Nanjing Xiba Wharf Co., Ltd.®*

RYITigE SR ARERAR
Shenzhen Meiguan Expressway
Company Limited®

AmRREEERA
Shenzhen Expressway Advertising
Company Limited®

XEEX(BRERAR

Mei Wah Industrial (Hong Kong) Limited

SERRAT

Maxprofit Gain Limited

EREEARERERRFC

Guangdong Qinglian Highway
Development Company Limited ©

BEERS  ERIFZENTIBHAKER

EMRL,
B ES:
Place of
incorporation/
registration and
operation

HEHS

Cayman Islands

ki
PRC

i
PRC

hE
PRC

R
PRC

i
PRC

kil
PRC

%
Hong Kong

KBERRES

British Virgin Islands

i
PRC

EfZ%ﬁﬂiﬁwaﬂT%ﬁ$Elﬁﬁ

BEXREDZHBR

H b8~ A

Zéﬂ’%ﬁﬁﬁﬁéﬂ@mﬂﬁo

4 S EEA

© FHEE

@ AR

2 SNERA AR BRAA]
* EHHF A
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46 PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)
BRITEER
EfRAEE TEEH
Nominal value of issued AATHERER Principal activities
ordinary/registered share Interest held
capital by the Company
HE B
Direct Indirect
28,000,000% 7T — 100 REZER
UsD28,000,000 Investment holding
28,000,000 = 100 MBS R AR
UsD28,000,000 Operation and management
of highways and expressways
AR#90,000,0007T — 55.39 Wi R R AR B AR R R
RMB90,000,000 Logistic services and related
warehouse facilities
AR #105,600,0007T — 100 REER
RMB105,600,000 Investment holding
AR #455,000,0007T — 70 R RERERUNERAEES
RMB455,000,000 ERBERRA L
Construction, operation and
management of Wharf and
Logistics Centres at Xiba Port
of Nanjing
AR #332,400,0007C — 100 g REREERERR
RMB332,400,000 Construction, operation and
management of an expressway
AR#2,000,0007T — 100 TRt EE RS
RMB2,000,000 Advertising agency in the PRC
#15795,381,30070 — 100 REER
HKD795,381,300 Investment holding
B — 100 REER
USD1 Investment holding
AR #1,200,000,0007T — 76.37 FE  RERERSRENHE
RMB1,200,000,000 Development, operation and

management of highways

The above table lists the subsidiaries 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 would result in particulars
of excessive length.

Foreign-owned enterprise

Sino-Foreign Joint Venture

Domestic enterprise

Foreign invested joint stock limited company
For identification purpose only

*> 0 O D
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Notice of Annual General Meeting

HBPEARAGTNR _ZEZNFA-B(EH NOTICE IS HEREBY GIVEN that the Annual General Meeting
D EFT-—BEBRESZBNLERDPHEEIE of the Company will be held at Grand Ballroom East, 2/F., Hotel
WE++ _SREBHME/E _EEZ2EREL  Nikko Hongkong, 72 Mody Road, Tsimshatsui East, Kowloon,

TRRBEFKE - #FUAF®THIEE - Hong Kong on Tuesday, 2 June 2009 at 11:00 a.m. for the following
purposes:
EEAERR ORDINARY RESOLUTIONS
EiEEE As Ordinary Business
—. BREHZE-_ZZ)\F+-A=+—HIt 1. To receive and consider the audited Financial Statements
FENEEZTBEREBEETS REZH and the Reports of the Directors and of the Auditor for the
B R year ended 31 December 2008;

. EWMREBEHZE _ZZNFE+_HA=+— 2. Todeclare the final dividend for the year ended 31 December
HIEFERRBARE 2008;

ERERINEENEEEESHETESE 3. Tore-elect the retiring Directors and to authorise the Board
B of Directors to fix the Directors’ remuneration;

., EBEAQNGZEMEREEESETER 4. Tore-appoint Auditor of the Company and to authorise the

Zoiie & Board of Directors to fix their remuneration; and
Y RIE IR As Special Business
EZRIMERBTIAZRATBRESR To consider and, if thought fit, to pass the following Resolutions
as ordinary resolutions:
. (B 5. “THAT:

(a) EARRBZEDLEHRHT @ —K& (a) subject to paragraph (b) below, the exercise by the
BEROEHERARAIESSRE T Directors of the Company during the Relevant Period
HEAEMNRTHETTNEEBER (as defined below) of all powers of the Company to
SHAERAR ([T ESLE™ repurchase shares of the Company on The Stock
RAMRTE - NEBHE (EERT Exchange of Hong Kong Limited (the “Stock Exchange”),
X)RAITEARAR N - R subject to and in accordance with all applicable laws
FREERIZAR R AR and the 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;

(b)  RIEM E(a)ERFTH T R HEER] T 245 (b)  the aggregate nominal amount of shares of the Company
NEINEBEBENEERGOEE which may be purchased by the Company pursuant
RE - BB BBARARRUIER to paragraph (a) above during the Relevant Period shall
EERBBHIMNERTRAEER not exceed 10 per cent. of the aggregate nominal amount
BEEDZT M XA BLERE A of the share capital of the Company in issue at the
B R date of passing this resolution, and the said approval

shall be limited accordingly; and

%} 2008 Annual Report FIINBIFRIZ IZ A IR A 7] Shenzhen International Holdings Limited @
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BRRZRBMIEERT IR Z
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(@) EARBRCBRHEST  —KK
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B (EER T ARTEARE Y
B ARCH - BITRAEAMAT RN
REARRRRAF ORI - A
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Al BEZAN A B A s fE MR AR IR
BRARARITEZSEONERRZ
% W MR (BREBREE
B2 MA] XA QR 8 E 5

=)

GIsA

(b)  EX(a)ERFTHE T VL E R AR R A
ExernABEHR(EERTOR
RIS THARBEBHEEREZ
TEZERINEREZS - HhaE Rk
R (BERBEE EFEAR
BARRBRMDNESRE)

for the purpose of this resolution:

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

(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;

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;

@ FEYEBIER B R A T Shenzhen International Holdings Limited 3§ 2008 Annual Report
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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); (ii) 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 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 earlier 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.

“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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7. “THAT conditional upon the passing of resolution nos. 5
and 6 above, the aggregate nominal amount of the shares
which shall have been repurchased by the Company pursuant
to and in accordance with resolution no. 5 above shall be
added to the aggregate nominal amount of the shares which
may be allotted or agreed conditionally or unconditionally
to be allotted by the Directors of the 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.”

SPECIAL RESOLUTION

To consider and, if thought fit, pass the following resolution as a
special resolution of the Company:

8. “THAT the existing bye-laws of the Company (the “Bye-
laws”) be and are hereby amended as follows:

(@) by adding the following new definitions to Bye-law 1:

“Company’s Website” shall mean the website of the
Company, the address or domain name of which has
been notified to member;

“Corporate Communication” shall mean any document
issued or to be issued by the Company for the information
or action of holders of any of its securities, including
but not limited to: (a) the directors’ report, its annual
accounts together with a copy of the auditor’s report,
where applicable, its summary financial report; (b) the
interim report and, where applicable, its summary interim
report; (c) a notice of meeting; (d) a listing document;
(e) a circular; and (f) a proxy form, within the meaning
ascribed thereto under the listing rules of the Designated
Stock Exchange;

“electronic” shall have the meanings as given to it in
the Electronic Transactions Act 1999 of Bermuda as
may be amended from time to time;

“electronic means” includes sending or otherwise making
available to the intended recipients of the communication
in electronic format;

“Listing Rules” shall mean the Rules Governing the
Listing of Securities on The Stock Exchange of Hong
Kong Limited, as may be amended from time to time;

@ FEYEBIER B R A T Shenzhen International Holdings Limited 3§ 2008 Annual Report
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by deleting the words “The registration of transfers
may, on giving notice by advertisement in an appointed
newspaper in Bermuda and in one or more newspapers
circulating in the Relevant Territory,” in the first sentence
of Bye-law 46 and replacing therewith the following
words: “The registration of transfers may, on giving
notice by advertisement in the newspapers in accordance
with the requirements of the Designated Stock Exchange
or by any other means in such manner as may be
accepted by the Designated Stock Exchange,”;

by deleting the existing Bye-law 176 in its entirety and
substituting therefor the following new Bye-law 176:

176. Except as otherwise provided in these Bye-laws,
any notice or document (including Corporate
Communication) may be served by the Company
on any member either personally or by sending
it through the post in a prepaid letter, envelope
or wrapper addressed to such member at his
registered address as appearing in the register
or at any other address supplied by him to the
Company for the purpose or by delivering or leaving
it at such address as aforesaid or, to the extent
permitted by the Listing Rules and all applicable
laws and regulations, by electronic means by
transmitting it to any electronic number or address
or website supplied by the member to the Company
for the giving of notice to him or which the person
transmitting the notice or document reasonably
and bona fide believes at the relevant time will
result in the notice or document being duly received
by the member or by advertisement in appointed
newspapers (as defined in the Companies Act)
or in newspapers published daily and circulating
generally in the territory of and in accordance
with the requirements of the Designated Stock
Exchange or, to the extent permitted by the
applicable laws, by placing it on the Company’s
Website or the website of the Designated Stock
Exchange and giving to the member a notice stating
that the notice or other document is available
there (a “notice of availability”). The notice of
availability may be given to the member by any
of the means set out above. In the case of joint
holders of a share, all notices or documents shall
be given to that holder for the time being whose
name stands first in the register and notice or
document so given shall be deemed sufficient
notice to all the joint holders.
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(d) by deleting the existing Bye-law 177 in its entirety;

(e) by inserting the following new Bye-law 178A immediately
after the existing Bye-law 178:

178A. Any notice or document given by electronic means
shall be deemed to have been served and delivered
on the day on which it is transmitted from the
server of the Company or its agent. A notice or
document placed on the Company’s website or
the website of the Designated Stock Exchange
is deemed to have been served and delivered
by the Company to a member on the day following
that on which a notice of availability is deemed
to be served on the member.

(f) by inserting the following words “or any other address
supplied by” after “Any notice or document delivered
or sent by post to, or left at the registered address
of” in the first sentence of the existing Bye-law 181.”

By Order of the Board
Tam Mei Mei
Company Secretary

Hong Kong, 27 April 2009

Notes:
1. A form of proxy for use at the meeting is enclosed herewith.
2. 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.

3. 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.

4. 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.

3} 2008 Annual Report
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