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RESULTS REVIEW
Recurring profit increased by 62% over 2003

For the six months ended 30 June 2004 (the “Period”), the
unaudited turnover of the Group, together with the Group’s
share of turnover of associates and jointly-controlled
entities, amounted to HK$404 million (2003: HK$305
million), represented an increase of 33% over the
corresponding period of 2003. During the Period, turnover
and operating profit contributed by the Group’s logistics
and related business were HK$99.00 million (2003:
HK$54.33 million) and HK$39.44 million (2003: HK$14.28
million) respectively, representing substantial increases of
82% and 1.7 times over those of 2003. These are the first
fruitful return from the Group’s investment in logistics
business over the past few years.

The operating results of the two associates of the Group,
namely Shenzhen Expressway Company Limited
(“Shenzhen Expressway”) and CSG Holding Co., Ltd.
(“CSG”), recorded satisfactory growth during the Period.
The operating profit of Shenzhen Expressway was HK$197
million (Recurring profit in 2003: HK$135 million),
representing a 46% increase over that of last year. The
profit attributable to shareholders of CSG was HK$177
million (2003: HK$87.24 million), representing an increase
of 1.03 times over that of last year. Coupled with the
Group’s effective financial management which reduced the
finance cost by over 85%, the Group’s recurring profit for
the Period has increased by 62% over that of last year.

During the corresponding period of 2003, the Group
disposed of the entire interest in 50 million A shares in
China Merchants Bank at a profit of HK$50 million, and
the Group shared the disposal profit of the operation right
of two toll roads by Shenzhen Expressway at an amount
of HK$166 million. These amounted to an aggregate non-
recurring profit of HK$216 million which led to the profit
attributable to shareholders for the Period decreased by
53% to HK$141 million (2003: HK$303 million) as
compared with that of 2003. Basic earnings per share
was HK cents 1.25 (2003: HK cents 2.70).
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Devoting to increasing the investment and expanding
the construction of logistics projects with remarkable
potential

Owing to the remarkable potential for the development of
Shenzhen South-China International Logistics Co., Ltd.
(“South-China Logistics”), a key logistics investment and
development project of the Group in which it owns a 50%
interest, the Group entered into an agreement in July 2004
to increase its equity interest in South-China Logistics,
whereby South-China Logistics becomes a 66.67%
subsidiary of the Group.

During the Period, South-China Logistics adopted an
operation strategy comprising investment in infrastructures
and commercial operation so as to realise the
comprehensive operation target in 2004. The service
complex which will be used by such government
departments as Customs and Inspection and Quarantine
Department has been completed as scheduled. Key
structures such as flyover, bonded warehouses and
regulated warehouses are under construction in order to
ensure that the warehouses can be put into operation in
the second half of 2004.

Shenzhen Western Logistics Co., Ltd. (“Shenzhen Western
Logistics”), 20% interest of which is held by the Group,
continues to operate its warehousing business and at the
same time actively engaged in the construction plan of
and marketing of the motor vehicles logistics district. The
project is developed through Shenzhen Grand Autopark
Company Limited, which was incorporated in March 2004
and Shenzhen Western Logistics holds a 35% interest.
The Western Logistics District has an advantageous
geographical location and the motor vehicles logistics
district has great development potential. The Group is thus
considering to increase the investment in Shenzhen
Western Logistics.

During the Period, Total Logistics (Shenzhen) Co., Ltd.
(“Total Logistics”), a wholly-owned subsidiary of the Group,
adopted a number of measures to sustain the growth in
revenue from its core business and these include increased
its effort in business restructuring, establishment of a quality
control system and the rationalisation of employees’
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structure. Total Logistics recorded a turnover of HK$75.22
million (2003: HK$49.41 million), representing an increase
of 52% over the corresponding period of 2003 and bringing
to the Group a profit after taxation of HK$21.12 million
(2003: HK$1 million), which represented a substantial
increase over that of last year.

STRENGTHENING THE CONSOLIDATION OF EXISTING
LOGISTICS RESOURCES AND BUSINESS OPERATION,
FURTHER ENHANCING COMPETITIVENESS AND
PROFITABILITY

In the first half of 2004, the domestic economy of the PRC
grew consistently at a tremendous speed and this provided
an excellent environment for the development of the
logistics industry. The economic growth in Shenzhen City
is still in a leading position with GDP reaching RMB152,500
million which represented an increase of 17% over that of
2003. The cargo handling volume and freight traffic in
Shenzhen City were 31.15 million tons and 11,000 million
ton-kilometres respectively, representing respective
increases of 13% and 17% over the corresponding period
in 2003. Shenzhen City has rich resources in logistics,
business opportunities, capital flow and human resources
and has an excellent advantage as a logistics centre. It
has a good foundation for development and thus the
prospect for the logistics industry in Shenzhen City is
optimistic.

Looking forward to the second half of 2004, the Group will
concentrate on strengthening the consolidation of existing
logistics resources and business operation, and will actively
seek for strategic, quality merger and acquisition
opportunities in order to further enhance its competitiveness
and profitability. The Group will continue to increase its
investment in the existing logistics resources in order to
further strengthen the management and control functions
of these resources and it is expected to maximise the
utilisation of these resources and create the greatest return
for shareholders. For the merger and acquisition of
resources, as the Group’s gearing ratio is relatively low
with unimpeded funding channels in the capital market,
this will facilitate the Group to implement its investment
strategies on merging and acquiring strategic and quality
resources. The management of the Group will prudently
evaluate investment opportunities so as to ensure
reasonable capital returns.
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ANALYSIS OF MAJOR BUSINESS OPERATIONS
Logistics and Related Business
Total Logistics

During the Period, turnover of Total Logistics was HK$75.22
million (2003: HK$49.41 million), representing an increase
of 52% over the corresponding period of 2003. Total
Logistics recorded a profit after tax of HK$21.12 million
(2003: HK$1 million), representing a substantial increase
over the corresponding period of last year. During the
Period, income from the core business operations of Total
Logistics increased continuously. The increase in business
volume of both existing and new customers formed a new
source of income for Total Logistics. Total Logistics also
benefited from the rapid growth of production volume of
one of its major customers, CSG, which brought along a
corresponding increase in logistics cargo handling volume
during the Period.

In May 2004, new legislations were enacted in the PRC in
order to address the problems caused by speeding,
overloading and illegal tuning of trucks. The implementation
of new laws led to a severe insufficiency in supply of
domestic road transportation and a substantial increase in
market price in transportation, particularly the cost of
transportation by land. This directly resulted in an increase
in the cost of core business operations of Total Logistics,
making Total Logistics to face an unprecedented difficulty
in its business operation and development. To cope with
the changes in the external business environment, Total
Logistics re-assessed and restructured its existing business.
It concentrated primarily on developing integrated logistics
projects with greater potential for higher profitability and
development prospect. It also strengthened the airport
chartered cargo space business and general cargo agency
business where both businesses have made great
contributions to the business and profitability of Total
Logistics. Total Logistics will gradually withdraw from
projects with poor performance and limited development
potential. It adopted such measures as entering into
contracts in a prudent manner or shortening the term of
the contracts when handling the newly-developed business
involving road transportation, so as to minimise the relevant
negative effect, which also retained the good development
trend of its core business.
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For the second half of 2004, Total Logistics will further
work out the direction of comprehensive logistics business
as its core business operations, enhance business
restructuring and improve profitability. On the basis of its
existing business, Total Logistics will concentrate on its
profitable comprehensive logistics business, and strive to
increase the turnover from sizable customers’
comprehensive logistics business. It will also actively take
measures in eliminating the negative impact on the business
caused by the implementation of new tax and traffic laws.
Meanwhile, Total Logistics will also seek more co-operation
opportunities with carriers and effectively reduce operating
costs by further strengthening the co-operation
relationships and consolidating transportation resources.
With the implementation of new legislations, certain cargo
handling operators may inevitably face elimination. Total
Logistics will capitalise on opportunities arising from the
restructuring of logistics industry to invest its capital and
resources in some major cities so as to increase Total
Logistics’ controllable resources and risk management
ability.

Total Logistics holds various strategic logistics assets and
has brought about satisfactory profit contribution during
the Period.

During the Period, turnover and profit attributable to the
shareholders of Shenzhen Airport International Express
Supervision Center Co., Ltd. (“Airport Express Center”),
50% interest of which is held by Total Logistics, amounted
to HK$19.77 million (2003: HK$26.41 million) and HK$6.55
million (2003: HK$14.3 million) respectively, representing
respective decreases of 25% and 54% over the
corresponding period of 2003. This is mainly due to the
tightened measures taken by Shenzhen Airport Customs
in examining and retaining import express cargoes since
the end of 2003. This led to a substantial decrease in
import express cargo volume by 58%. In addition, the stiff
competition within the industry caused a substantial
decrease in prices of export express cargoes by 28%.

Owing to the combined effect caused by various
unfavourable factors such as implementation of new
measures in regulating express cargoes in the PRC, the
Customs’ tightening the regulations in express cargoes,
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the commencement of operation of express centres in
surrounding regions and the intensified competition in the
industry, Airport Express Center experienced the most
difficult operating period ever since it was established.
Under this circumstance, Airport Express Center
strengthened its internal management to increase its core
competitive edge, and on the other hand, it strengthened
the coordination and communication with Customs and
Inspection Offices to create an expedient environment for
cargo clearance under the new express cargo regulations.
Airport Express Center’s effort to improve these two
aspects have been very effective. The accumulated express
cargo volume handled by Airport Express Center was
67,600 tons (2003: 69,200 tons) during the Period,
representing a slight decrease of 2% over the
corresponding period of 2003.

Looking forward to the second half of 2004, in line with
strengthening its internal management and strictly
controlling operating costs, the Airport Express Center will
strengthen the coordination with the Joint Inspection unit
and strive for more support from airport customs under
the new express regulations to resume the import express
cargo volume and to retain a stable growth of export
express cargo volume. In addition, Airport Express Center
will further increase the market share and develop air cargo
services with a view to maintaining its dominant position
in the express supervision industry in the Pearl River delta
region.

Shenzhen EDI Co., Ltd. (“Shenzhen EDI”), 39% interest of
which is owned by Total Logistics, is an entity authorised
by the Shenzhen Municipal Government, Shenzhen
Customs, Shenzhen Entry-Exit Inspection and Quarantine
Bureau and Shenzhen Maritime Safety Administration to
provide electronic information exchange and transmission
and value-added information sharing services. It provides
useful information sharing network integrated application
services to various government departments, logistics
companies, manufacturers and trading companies.
Shenzhen EDI serves as an intermediary between
government departments and business enterprises for
declaration and filing purposes. It provides such services
as electronic declaration of customs duty, electronic
declaration of inspection, electronic contracts filing,
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electronic tax filing and electronic declaration with Maritime
Safety Administration. The districts that Shenzhen EDI
serves covered Yantian Port District, Shekou Port District,
Chiwan Port District and Mawan Port District. It also
extends its service coverage to industries such as airlines,
express centres and airfreight forwarder based on its
services in Shenzhen Airport Logistics District and Express
Centre. In addition, Shenzhen EDI will use South China
International Logistics Center, Qianhai Logistics District
and Pinghu Logistics District as its service bases to extend
its service coverage to industries such as warehouses,
fulfillment centres, land transportation, manufacturing and
trading business. During the Period, Shenzhen EDI
recorded a stable growth in business and achieved
satisfactory operating results despite the business
environment was under an intensified competition.
Turnover of Shenzhen EDI amounted to HK$7.99 million,
representing an increase of 52% over that of 2003. This
is mainly attributable to Shenzhen EDI has taken effective
measures in increasing its marketing effort and continued
to develop and upgrade value-added services to enhance
its economic efficiency.

Shenzhen Airlines, 10% interest of which is held by Total
Logistics, recorded a satisfactory operating result during
the Period with a substantial increase in profit when
compared with that of 2003. During the Period, dividend
for the year 2003 amounted to a total of HK$21.4 million
(2003: Nil) was declared by Shenzhen Airlines to Total
Logistics. Shenzhen Airlines is able to benefit from the
overall recovery of the airline industry during the Period
following the adverse impact by SARS in 2003. Shenzhen
Airlines has also reinforced its effort in cost control as
well as in sales and marketing and these led to a
substantial increase in profit when compared with the
corresponding period in 2003.

South-China Logistics

South-China Logistics is principally engaged in the
development, construction, operation and management
of South China International Logistics Center, one of the
six major logistics districts in Shenzhen City. South China
International Logistics Center enjoys overwhelming
advantages in terms of geographic location and
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information technology and focuses on the development
of cross border container transportation business with a
brand new operating model of an international cargo transit
centre under the supervision of customs authorities. South
China International Logistics Center will become one of
the major sections of international logistics supply chain
and will face the domestic market of Pearl River delta as
well as overseas markets. With the functions of export
supervision, bonded warehouse and international import/
export freight forwarding, South-China Logistics will
become an automatic, intelligent and modern public
multifunctional logistics center.

There has been notable progress on the development of
South-China Logistics’ unloaded-container depot business
since its commencement of operation in April 2003.
Leveraging on its achievement of establishing cooperative
relationship with five well-known international shippers in
2003, South-China Logistics had successfully solicited
three additional internationally renowned shippers during
the first half of 2004. In addition, South-China Logistics
had established collaborating relationship with six major
customers in the business areas of bonded warehouse
and regulated warehouse. A strategic cooperative
agreement, pursuant to which South China International
Logistics Center would act as an inland port for the
provision of inland unloaded and loaded container depots
services as well as one-stop cross border trailering and
transportation service, had also been entered into between
South-China Logistics and a leading container terminal
operator in Hong Kong.

In the first half of 2004, a major task of South-China
Logistics is to increase its market share in unloaded
container depot business. An unloaded container depot
throughput of 40,000 TEUs in aggregate was achieved
during the first half of 2004 and turnover of approximately
HK$2.59 million and operating loss of HK$4.95 million were
recorded. It is expected that the operating results of South-
China Logistics would be improved in the second half of
the year when its business continues to develop. In the
second half of 2004, a number of construction and
operation projects of South-China Logistics are expected
to have significant progress. Following the formal approval
granted by the Customs, the bonded warehouse will be
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put into operation. The construction of the regulated
warehouse and certain ancillary facilities will also be
completed shortly. As a result, the basic functions of a
comprehensive modern inland logistics port featured with
the essential conditions for integrated operations will be
steadily built up. In the second half of 2004, the warehouse
business is expected to commence its trial run, thereby
increasing the volume of unloaded container depot business
and throughput capacity. It is expected that by the end of
2004, following the commencement of operations of the
warehouses, South-China Logistics will commence its
loaded container, customs declaration and cargo agency
business. These will enable South-China Logistics to
achieve the goal of integrated operations as well as
expanding a value-added service area of logistics industry.

South-China Logistics has good business development
foundation and potential and a strong future profitability.
The Group entered into an agreement with Shenzhen
Highway Transportation Services Center on 23 July 2004
pursuant to which the Group agreed to subscribe in full
the registered capital so increased of South-China Logistics
in the amount of RMB80 million (approximately HK$75.47
million) and to provide a further shareholders’ loan of
RMB8.92 million (approximately HK$8.41 million) to South-
China Logistics in accordance with the terms and
conditions of the agreement. Upon completion of the
increase in registered capital of South-China Logistics, the
Group will own 66.67% interest in South-China Logistics
which will become a subsidiary of the Company. The
increase and subscription of registered capital of South-
China Logistics will lay a solid foundation for further
optimising the shareholding structure of South-China
Logistics and future introduction of new strategic partners
and will facilitate the future development of South-China
Logistics. In addition, it will further enlarge the asset base
and will strengthen the core logistics business of the Group.
It will also improve the integrated capacity of the Group’s
logistics resources and will further increase the market
share in logistics industry in the PRC.
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Shenzhen Western Logistics

Shenzhen Western Logistics was incorporated in March
2003 for the purpose of developing, constructing, operating
and managing Western Port Logistics District, being one
of the six major logistics districts in Shenzhen City. Its
principal operations include collection and distribution of
bulk and miscellaneous cargoes from sea and land,
containers transferring, storage, loading and unloading,
customs inspection as well as transiting and ancillary
transportation services.

Shenzhen Western Logistics commenced the operation of
warehouse, container depot and land rental businesses in
June 2003. During the Period, a profit of HK$9.39 million
was recorded and was mainly derived from warehouse
rental, of which approximately HK$1.89 million was shared
by the Group.

In 2003, the container throughput and the collection and
distribution of cargoes handling volume of Western Port
Logistics District in Shenzhen amounted to approximately
5 million TEUs and over 30 million tons respectively,
representing 46% and 96% of the total amount handled
by ports in Shenzhen. In recent years, the container
throughput of Western Port Logistics District has been
increasing rapidly by more than 50% per year, and its
advantageous geographical location is prominent.
Shenzhen Grand Autopark Company Limited is an
investment of Shenzhen Western Logistics and it was
incorporated in March 2004. Shenzhen Western Logistics’
investment is RMB70 million and owned a 35% equity
interest. The project will cover a site area of 1 million square
metres. Shenzhen Grand Autopark Company Limited was
established for the purpose of investing in a motor vehicles
logistics district which will be the largest within the South
China region and will also cover the entire Pearl River
delta region. The investment and construction of the motor
vehicles logistics district is at a preliminary stage.

In view of the great development potential of the motor
vehicles logistics district, the Group is considering to
increase its investment in Shenzhen Western Logistics. The
Group will take every measure to consolidate Shenzhen
Western Logistics to become another pillar logistics asset
to enhance economic benefit to the Group.
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Shenzhen Expressway

Shenzhen Expressway recorded a turnover of HK$206
million (2003: HK$196 million) for the Period, representing
an increase of 5%. Profit attributable to shareholders was
HK$197 million (2003: HK$716 million), out of which
HK$59.16 million (2003: HK$215 million) was shared by
the Group. In the corresponding period of 2003, Shenzhen
Expressway transferred all its rights in two Class 1
Highways, namely NH107 and NH205 to the Shenzhen
Communications Bureau and realised a profit after taxation
of HK$552 million. Excluding the effect on turnover and
profit contributions by the two disposed highways for the
corresponding period of 2003, Shenzhen Expressway
recorded respective increases of 30% and 46% on turnover
and profit attributable to shareholders during the Period.
The toll road business of Shenzhen Expressway grew
rapidly during the first half of 2004 and generated steadily
increasing cashflow to Shenzhen Expressway. It is a major
profit base of Shenzhen Expressway.

During the Period, the toll road business and operating
results of Shenzhen Expressway maintained a trend of rapid
growth. Meiguan Expressway, Jihe Expressway (Eastern
Section), Jihe Expressway (Western Section) and Shuiguan
Expressway sustained satisfactory performances during the
Period with rapid growth in toll income and traffic volume.
Meiguan Expressway continues to enjoy significant growth
in traffic volume and toll income over the past few years.
For the Period, it recorded increases of 44% and 28% in
traffic volume and toll income respectively over those of
last year. Jihe Expressway recorded rapid growth in traffic
flow during the Period and this was attributable to the
economic prosperity of Shenzhen City and its peripheral
area, booming business activities, increase in passenger
flow from airports and strong demand for travel. The
increases in traffic volume and toll income of Jihe
Expressway (Western Section) were 28% and 24%
respectively and those of Jihe Expressway (Eastern Section)
were 35% and 25% respectively. Meiguan Expressway and
Jihe Expressway are the main contributors for the
continuous growth in profit for Shenzhen Expressway.

AIIB R HEAR B BR 2 & Shenzhen International Holdings Limited
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Shuiguan Expressway, of which Shenzhen Expressway
holds 40% interest, is the only trunk expressway connecting
the centre of Longgang, key industrial areas and the urban
area of Shenzhen. Shuiguan Expressway recorded
substantial increases in average daily traffic volume and
average daily toll income by 28% and 25% respectively
during the Period. It is expected that after the Shuiguan
Extension and Nanping Freeway come into operation next
year, traffic volume of Shuiguan Expressway will sustain a
rapid increase. In addition, since Section B of Yanba
Expressway had been put into operation in mid June 2003,
it formed a local road network with Section A of Yanba
Expressway, thereby facilitating substantial increases in
traffic flow and toll revenue of Section A of Yanba
Expressway. Shuiguan Expressway and Yanba Expressway
will become major sources of profit growth for Shenzhen
Expressway for 2004 and in coming years.

During the Period, certain projects of Shenzhen Expressway
were under construction and these included Yanpai

Expressway and Shuiguan Expressway Extension of

Shenzhen City, Yangmao Expressway, Jiangzhong
Expressway and Guangzhou Western Second Ring
Expressway in Guangdong Province as well as Nanjing
Third Bridge in Jiangsu Province. These projects command
excellent geographical location and are expected to have
high development potential and high rate of return. It is
expected that these projects will further enlarge the asset
base and increase the profitability of Shenzhen Expressway.
During the Period, Shenzhen Expressway was entrusted
the construction management projects of Shenzhen
Nanping Freeway (Phase 1) and Longgang Hengping
Highway. Project construction management has become a
core advantage of Shenzhen Expressway and such
advantage has provided Shenzhen Expressway with the
opportunity of developing project management business
for highway engineering projects invested by the Shenzhen
Municipal Government, thereby building a new income base
for Shenzhen Expressway.

In 2004, the full implementation of CEPA and Shenzhen’s
rapid economic growth, particularly the rapid growth in
private vehicle ownership and external trade, will provide a
continual increase in traffic demand on expressways
operated by Shenzhen Expressway. A total of 4,000
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kilometres of expressways will be constructed within
Guangdong Province by 2007 and the establishment of
the “9+2” PPRD Economic Circle will provide ample room
for development as well as an excellent business
environment for the expressway operation of Shenzhen
Expressway. Meanwhile, the PRC Government has
intensified macroeconomic control measures during the first
half of 2004 and this has indirectly created more acquisition
opportunities for Shenzhen Expressway. Shenzhen
Expressway will adhere to its development strategy with
toll road operation as its core business. Its investment
strategy will continue to rely on Shenzhen as a base, while
expanding towards the Pearl River Delta as well as other
economically fast growing regions in the PRC. Ultimately,
Shenzhen Expressway aims to enhance the profitability of
its core business, its investment return and its net asset
return, bringing ever improving returns to its shareholders.

Information and High-Tech Related Manufacturing
Business

CSG

During the Period, CSG, a principal associate of the Group,
recorded a turnover of HK$802 million (2003: HK$537
million), representing an increase of 49%. Profit attributable
to shareholders was HK$177 million (2003: HK$87.24
million) which represented an increase by 1.03 times when
compared with the previous period. The Group shared a
profit of HK$42.9 million (2003: HK$21.18 million). During
the Period, the production and sales of each major
industrial products of CSG recorded continuous and
significant growth. The selling prices of core products such
as floating and ITO glass were also increased as compared
with the corresponding period of 2003. In addition, an
architectural glass production plant in Tianjin set up by the
CSG was put into commercial operation in March 2004.
This further increases the productivity of the architectural
glass and enhances the processing ability of CSG’s
architectural glass.

I EIRR 2% A R 2 & Shenzhen International Holdings Limited
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Benefited from the long-term rationalisation of operation
and enhancement of the management mechanism by CSG
as well as favourable factors from the external economic
environment, CSG achieved outstanding operational results
during the Period. Despite the increase of cost of each
major product as a result of the surge of price of major
raw materials in PRC during the first half of 2004, CSG
was able to control the increase in unit product costs but
at the same time increased the gross profit margin of its
products successfully by adopting stringent and effective
cost control measures. On the other hand, the central
government implemented a series of effective
macroeconomic control measures to halt the surge of
certain red-hot industries in the second quarter. Business
sectors which are closely related to the core business of
CSG, such as real estates, construction materials and
motor vehicles, suffered to a great extent and enterprises
engaged in glass production were adversely affected.
However, production and sales of the major products of
CSG were still brisk and the selling price of which was not
apparently affected. It was mainly contributed by the fact
that CSG has been insisting on adopting the strategy of
positioning itself in the high end product market and
producing delicate products. The domestic glass industry
in the PRC is generally oversupply. Despite an imbalance
structure in the industry, the supply of middle to high-end
products is in fact insufficient. Due to the strong market
foundation laid, CSG has firmly established the
monopolising position in the domestic middle to high-end
glass market. This advantage not only offset the operating
risks under the adverse business environment of
macroeconomic control measures, but also helped to
maintain a rapid growth of the business of CSG.

In the second half of 2004, as the PRC government will
further tighten the macroeconomic control measures,
certain construction projects and the production and sales
of architectural glass of CSG will be adversely affected.
The Guangzhou floating glass project, Phase | and Phase
Il construction project of colour filter, the construction of
Phase Ill production lines for glass of motor vehicles will
be gradually completed and commenced productions by
the end of 2004. The development of CSG will thus be
further advanced and the leading position of CSG in the
glass industry of the PRC will be much more concrete.
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Bt #& AR R FINANCIAL POSITION
—EETNF —EE=F #
ANA=t+H t-—A=+—8 CR )
30 June 31 December Increase/
2004 2003 (Decrease)
BYEET B HET
HK$ million HK$ million %
wEE Total Assets 3,234 3,092 5
mENEE Current Assets 301 176 71
MEBE Current Liabilities 211 155 36
mEEEFE Net Current Assets 90 21 328
EREEFE Net Tangible Assets 2,629 2,492 5
FEEE Net Assets 2,477 2,322 7
BEITHREL Issued Share Capital
(BER) (million shares) 11,433 11,217 2
ERFEE Net Assets per Share
(BE¥r) (HK dollar) 0.22 0.21 5
RekBeERE Cash and Cash Equivalents 217 123 76
RITER Bank Loans 120 138 (13)
% B A MR E IR Non-Interest Bearing
Convertible Note
— FIHEE — Shenzhen Investment
EERA Holding Corporation 330 330 —
E-0E =G Net Borrowings 233 345 (32)

FIIB B2 AR A BR A & Shenzhen International Holdings Limited
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As at 30 June 2004, the Group’s current assets and cash
and cash equivalents increased by 71% and 76%
respectively as compared with those of 31 December 2003.
Bank loans decreased by 13% when compared with that
of 31 December 2003. This was mainly attributable to the
early repayment of a portion of bank loans by abundant
cash of the Group. This further lowered the gearing ratio
as well as the finance costs and increased cash and cash
equivalents substantially.

As at 30 June 2004, bank loans of the Group amounted
to HK$120 million (31 December 2003: HK$138 million),
of which 56%, 35% and 9% were due for repayment in
the first year, the second year and the third year or after
respectively. The decrease in bank loans was mainly
attributable to the early repayment of a portion of bank
loans funded by abundant cash. Approximately HK$96
million of the bank borrowings are repayable in Hong Kong
dollars and the remaining balances of approximately HK$24
million are borrowings from banks in the PRC repayable in
Renminbi. The Group’s cash income is primarily
denominated in Renminbi and the cash expenditure
denominated in Hong Kong dollars mainly comprises cash
dividend payment to the shareholders. At present, the rate
of exchange between Renminbi and Hong Kong dollars is
relatively stable and the Group’s exchange exposure is
therefore minimal. The Group will review and monitor the
risks relating to foreign exchange and fluctuation in interest
rate from time to time, and will enter into appropriate
forward and interest rate swap contracts to hedge the
related risks when necessary.
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R-_ZTZTNFERAE=Z+H  ZEEMRRE As at 30 June 2004, the ratio of net borrowings to
EEREEFHEELEDOT shareholders’ equity of the Group was as follows:
—EENEF —EET=F
ANA=+H| t—A=+—H
30 June 2004 | 31 December 2003
BEEETT B E ST
HK$ million HK$ million
R B 2 Shareholders’ Equity 2,477 2,322
RehkReER Cash and Cash Equivalents
Re RiRITHEH Cash and Bank Balances 195 123
SRR Short Term Investment Securities 22 -
217 123
BERE Total Borrowings
GHIRITE R Short Term Bank Loans 45 9
R—F AR HEE Long Term Bank Loans due for
HRBIRITER repayment within one year 22 15
REIIRITER Long Term Bank Loans 53 114
R EAIRKRER Non-Interest Bearing Convertible
Note
— RYTHIREEERA — Shenzhen Investment
Holding Corporation 330 330
FFE R BRI MR EEAT Total Borrowings Before Non-Interest
ZBEBE Bearing Convertible Note 120 138
BEEE Total Borrowings 450 468
FER SR BMERERRIZ (Net Cash and Cash Equivalents)/
(FRekBEeEH) Net Borrowings Before Non-Interest
ER-0C -t Bearing Convertible Note (97) 15
BEFHE Net Borrowings 233 345
ERERBMREEAZ Ratio of Net Borrowings to
BEEFEERFMEELE  Shareholders’ Equity Before
Non-Interest Bearing
Convertible Note TEMB N/A 1%
BEFHEERRERL X Ratio of Net Borrowings to
Shareholders’ Equity 9% 15%

FIIB B2 AR A BR A & Shenzhen International Holdings Limited
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The Group’s ratio of net borrowings to shareholders’ equity
decreased from 15% as at 31 December 2003 to 9% as
at 30 June 2004. The decrease was mainly attributable to
the early repayment of a portion of bank loans, as
mentioned above, together with the net cash inflow of the
Group during the Period which resulted in a substantial
decrease in the gearing ratio as a whole. For details of the
Group’s charges and contingent liabilities as at 30 June
2004, please refer to notes 13 and 17 of the condensed
consolidated financial statements.

Currently, the Group’ has cash in hand and standing
banking facilities of approximately HK$700 million and the
utilised banking facilities only amounted to HK$120 million.
During the Period, the effect of macroeconomic control in
the PRC on the Group’s business is minimal. With the
tightened credit control in the PRC, the Group’s competitive
edges in abundant cash and fund raising ability were
outstanding. The Group has a sound financial position and,
apart from the additional investment in South-China
Logistics as disclosed, is actively seeking quality investment
opportunities to make full use of its existing financial
resources and fund raising ability. The Group also reviews
its existing capital structure from time to time and considers
funding plans with a lower cost so as to further increase
the overall return for shareholders.

HUMAN RESOURCE

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

As at 30 June 2004, the Group had 420 employees in
total, comprising 20 employees in Hong Kong, the majority
of them were management and finance personnel, and
400 employees in the PRC, approximately 280 of them
served in the logistics and related business.

I EIRR 2% A R 2 & Shenzhen International Holdings Limited



