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REVIEW OF RESULTS

For the year ended 31 December 2006 (the “Year”), turnover
of the Group amounted to HK$426 million (2005: HK$317
million), representing an increase of 34% over the corresponding
period of 2005 and profit attributable to shareholders amounted
to HK$220 million (2005: HK$360 million). The non-recurring
profit arising from acquisitions and disposals of assets as well
as write-back of impairment provisions of the Group during
the Year amounted to HK$38 million, representing a decrease
of HK$56 million over the profit with the same nature of HK$94
million in 2005. This results in profit before interest and tax of
the Group for the year 2006 to HK$368 million, representing
a decrease of 4% over that of 2005. Excluding these non-
recurring items, the 2006 profit before interest and tax was
HK$330 million, representing an increase of 13% over the
corresponding period of 2005. Basic earnings per share of
the Group was HK 1.91 cents (2005: HK 3.16 cents).

The core business of the Group includes logistic parks, toll
roads and other logistics business, which recorded a turnover
of approximately HK$80 million, HK$142 million and HK$203
million (2005: HK$47 million, HK$50 million and HK$193 million)
respectively, representing respective increases of 70%, 1.8
times and 5%. Their respective profit before interest and tax
amounted to HK$24.04 million, HK$234 million and HK$10.56
million (2005: HK$12.57 million, HK$176 million and HK$9.71
million), representing increases of 91%, 33% and 9% respectively.
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On 31 December 2006, total assets and net asset value of
the Group were HK$5,380 million (2005: HK$4,468 million)
and HK$3,690 million (2005: HK$3,172 million) respectively,
representing increases of 20% and 16% respectively over those
of 31 December 2005.
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The board of directors recommended a final dividend to
shareholders of HK 0.6 cent (2005: HK 0.55 cent) per share
for the year ended 31 December 2006, totalling HK$72.53
million (2005: HK$62.46 million).

In 2006, the key logistic parks business of the Group commenced
operations with scale and satisfactory development has been
achieved. This resulted in an increase of 70% in turnover of
the core logistic parks business during the Year, which amounted
to HK$80 million (2005: HK$47 million) and met with our operating
target.

The average daily toll revenue and the average daily mixed
traffic volume of the Group’s toll road business recorded increases
of 24% and 3% in 2006 respectively. Turnover amounted to
HK$142 million (2005: HK$50 million), representing an increase
of 1.8 times. Together with the Group’s share of toll-road
associate, profit before interest and tax of the Group’s toll
road business amounted to HK$234 million (2005: HK$176
million), representing an increase of 33%.

Given the intense market competition, other logistics business
of the Group for the Year stuck to the principle of “cost-efficiency
comes first” by maintaining and developing relationships with
existing and quality customers, exploring new business and
improving its own business structure continuously. As a result,
its turnover amounted to HK$203 million (2005: HK$193 million),
representing an increase of 5% over the corresponding period
of 2005. Profit contribution amounted to approximately HK$10.56
million (2005: HK$9.71 million), representing an increase of
9%.

During the Year, CSG Holding Co., Ltd. (“CSG”), a major associate
of the Group, recorded a turnover of RMB2,958 million (2005:
RMB2,294 million), representing an increase of 29% over the
corresponding period of 2005 and a profit attributable to
shareholders of RMB326 million (2005: RMB319 million),
representing an increase of 2% over the corresponding period
of 2005. CSGi is currently at a critical moment for its adjustment
and development. It mainly aims at the development of energy
saving architectural products and products capable of recycling
energy. As a result, the production of energy saving architectural
glass will become nationwide, thereby enabling an efficient
utilisation of the self-produced floating glass. Consequently,
the impact of the volatile market on the floating glass industry
will be eradicated basically.
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MAJOR EVENTS DURING THE YEAR

1.

Participation of share segregation reform,
thereby materialising support from Shenzhen
Municipal Government and avoidance of
substantial loss of approximately HK$154 million

Pursuant to the relevant rules and regulations issued by
the PRC authorities, the Group, from the end of December
2005 to the first half of the Year, participated in the share
segregation reform schemes of Shenzhen Expressway
Co., Ltd. (“Shenzhen Expressway”) and CSG, two associates
of the Group whose shares are listed in the PRC. According
to the directions of the Shenzhen Municipal Government,
the Group, by paying only a nominal consideration, was
able to participate in the share segregation reform of
Shenzhen Expressway without the need to transfer any
shares in Shenzhen Expressway. An organisation which
was directly supervised by the Shenzhen Municipal
Government has transferred, on behalf of the Group, the
consideration shares to holders of A shares in Shenzhen
Expressway. In addition, to support the Group to participate
in the share segregation reform of CSG, the Shenzhen
Municipal Government had made an arrangement that
Shenzhen Municipal State-owned Assets Supervision and
Administration Commission paid to the Group an amount
in cash as subsidy to the Group. As a result, the total
asset losses, resulting from the Group’s payment of
consideration for participating in the share segregation
reform scheme of CSG, only amounted to approximately
HK$408,000.

The Shenzhen Municipal Government has made
arrangements so that the consideration payable by the
Group was borne by organisations which were directly
supervised by the Shenzhen Municipal Government. These
help to reduce significantly the asset losses resulting from
the Group’s payment of consideration and avoided a
substantial loss of approximately HK$154 million. These
arrangements not only materialised the Shenzhen Municipal
Government’s strong support for the Group, but also
enabled all shareholders of the Company to share the
direct benefits resulting from the share segregation reform
of the Group’s listed investment. As the share segregation
reform schemes of Shenzhen Expressway and CSG have
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been completed, the whole of the 654,780,000 Shenzhen
Expressway shares held by the Group became A shares
and will be tradable in the stock exchange from 2 March
2009 onwards. This will contribute to enhance the
investment value of the Group’s relevant shareholdings.
The 219,019,761 CSG shares held by the Group also
became A shares and will gradually be tradable in the
Shenzhen Stock Exchange in three phases, of which
101,546,312 shares (46%), 203,092,624 shares (93%)
and the whole of 219,019,761 shares will be tradable
from 24 May 2007, 24 May 2008 and 24 May 2009
respectively. The liquidity level of the Group’s investment
in CSG will become higher. This will facilitate the integration
and enhancement of the Group’s assets and business
structure in the future.

Issuance of convertible bonds to raise funds for
the Group, but increased nominal finance costs
which affected the results for the Year

In February 2006, the Group issued zero coupon convertible
bonds due 2011 with an aggregate principal amount of
HK$600 million to raise additional funds for the future
investment in quality logistics infrastructure projects and
for working capital purposes, thereby strengthening the
financial capacity and expanding the capital base of the
Group. The Company’s shareholder coverage was further
enlarged accordingly, thus attracting more sizable
institutional and strategic investors to bring about maximum
benefits for the Group.

The buoyant stock market in 2006 resulted in a significant
increase in the share price of the Company. The fair value
of the derivative liability of the convertible bonds recorded
corresponding growth. According to the requirements
of the Hong Kong Financial Reporting Standards, the
Company was required to recognise a book loss of
approximately HK$82 million and incurred nominal interest
cost of HK$37 million. This results in a substantial increase
in finance costs of HK$119 million for the Year, leading
to a decrease of 39% in profit attributable to shareholders
over that of 2005. The recognition of the book loss arising
from the change in fair value of the derivative liability
followed strictly the requirements under applicable financial
reporting standards. Upon conversion of the bonds into
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shares of the Company, the relevant loss effectively increases
the share premium of the Company and as a result it
does not have any effects to shareholders’ equity. It also
does not affect the business operations and cash flow
of the Group. In 2007, based on the change in share
price and the conversions by bondholders up to the date
of this report, the Company recognised a gain of
approximately HK$15 million arising from the change in
fair value of the derivative liability of the convertible bonds.
As the fair value of the derivative liability changes according
to the fluctuation of the share price and conversion of
the bonds, the actual results arising from the changes
in fair value of the derivative liability in the interim and
final results of 2007 will differ from the gain reported as
at the date of this report.

Continuing merger, acquisition and integration of
assets of the Group

The Group owns a 20% interest in Shenzhen Western
Logistics Co., Ltd. (“Shenzhen Western Logistics”) which
operates and manages the Western Logistic Park, one
of the seven logistic parks planned by the Shenzhen
Municipal Government. Western Logistic Park, adjoining
the western ports and the first transportation exit of the
Shenzhen-Hong Kong Western Corridor, has a site area
of 400,000 square metres. As a result, Western Logistic
Park becomes a valuable resource to Shenzhen City and
will bring about remarkable growth potential and promising
prospects. On 12 December 2006, the Group entered
into an acquisition agreement with another shareholder
of Shenzhen Western Logistics to acquire 40% equity
interest in Shenzhen Western Logistics at an aggregate
consideration of RMB230 million. Upon completion of
the acquisition, the Group will hold 60% equity interest
in Shenzhen Western Logistics, which will become a
subsidiary of the Company in 2007. With the
commencement of construction of projects of Shenzhen
Western Logistics, a steady growth in the results of
Shenzhen Western Logistics is therefore expected upon
stable operation of these new projects, and Shenzhen
Western Logistics will become one of the pillar assets of
the Group.
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On 11 December 2006, the Group signed a transfer
agreement with its major associate, Shenzhen Expressway
to transfer its 5% equity interest in Shenzhen Meiguan
Expressway Company Limited CRYITEE =R QK AR
Al (“Meiguan Company”) to Shenzhen Expressway
at a consideration of RMB96 million. The sole and major
asset of Meiguan Company is the ownership of Shenzhen
Meiguan Expressway CxRIITEEERAE) (“Meiguan
Expressway”), one of the major toll expressways operated
and managed by Shenzhen Expressway. Shenzhen
Expressway would derive additional profit from Meiguan
Company. This facilitates the co-ordination and
management of the group taxation work of Shenzhen
Expressway as a whole. The Group took advantage of
this opportunity to realise minority and passive investment
at a profit before tax of approximately RMB30 million
and will apply the proceeds from disposal on other logistics
and infrastructure projects with a controlling stake, so
as to optimise the development strategy of the Group.

Changes of Members of Board of Directors and
Management

The board of directors of the Company appointed Mr.
Zhang Hua Qiao as a non-executive director, Mr. Guo
Yuan as the Chairman of the Board and Mr. Li Jing Qi
as Chief Executive Officer in April and August 2006
respectively. Mr. Zhang has extensive experience in the
capital market of Hong Kong and PRC; Mr. Guo is
experienced in reorganisation and resource management
of state-owned assets; and Mr. Li has extensive experience
in the overall operation as well as the strategic and
development objectives of the Group. These appointments
will further facilitate the asset reorganisation of the Group
and bring about positive effect on the realisation of strategic
and development objectives through merger and acquisition
of high quality logistics projects, thus further enhancing
the overall profitability of the Group.
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Bt 7 AR FINANCIAL POSITION
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31 December
2006 2005
BEBHET BEHETT
HK$ million HKS$ million
BEE Total Assets 5,380 4,468
BmafE Total Liabilities 1,690 1,296
IR R HE A Shareholders’ Equity 3,690 3,172
RehkBE2FED Cash and Cash Equivalents 882 262
BERE Total Borrowings
FHERITTER Short Term Bank Loans 243 231
R—EFEREBHESENRBRITER Long Term Bank Loans due for
repayment within one year 40 32
RHIRITER Long Term Bank Loans 289 347
BERARE Total Borrowings 572 610
FHREe, (BEFE) Net cash/(Net Borrowings) 310 (348)
BEETA Debt Instruments 785 311
BEAEX Debt Asset Ratio 31% 29%
BEBELBEELR Ratio of Total Borrowings
to Total Assets 11% 14%
FHEE,/ (BEF5H) ARRESLE Ratio of Net Cash/
(Net Borrowings) to
Shareholders’ Equity 8% (11%)
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BB ERINBEI.08ETL MIRSFEWA
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BAEB2205ETHNEERKRESERA
673,020,516 A"~ B E @A ID -

As at 31 December 2006, the funds raised from the zero coupon
convertible bonds with an aggregate principal amount of HK$600
million issued by the Company at the beginning of the Year
has not yet been utilised. As a result, current assets of the
Group were increased by HK$398 million, while cash and cash
equivalents have been increased by 1.8 times. Certain
bondholders converted an aggregate principal amount of
HK$229.5 million of the zero coupon convertible bonds into

673,020,516 ordinary shares in the Company.
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Bank Borrowings repayment period

35.5%

15% 49.5%

R—FREE Within 1 year
[ REZFHEE Within 2 years
W ASE=FRLUE KR 3 years or above

As at 31 December 2006, total bank loans of the Group amounted
to HK$570 million (31 December 2005: HK$610 million), of
which 49.5%, 15% and 35.5% were due for repayment within
one year, the second year and the third year or after respectively.
Approximately HK$520 million of the bank loans are repayable
in Hong Kong dollars, HK$9 million are repayable in US dollars
and the remaining balance of approximately HK$43 million
are borrowings from banks in the PRC repayable in Renminbi.
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Bank Borrowings repayment monetary units
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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 3% in 2006. This is extremely favourable to
the use of cash of the Group. As such, the net asset value
was appreciated by approximately HK$85 million. In the short
run, the Group’s exposure to exchange rate fluctuation of
Renminbi and Hong Kong dollars is expected to be at a low
level. The Group will review and monitor from time to time
the risks relating to foreign exchange.

The Group’s ratio of net borrowings to shareholders’ equity
changed from a net borrowings position as at 31 December
2005 to net cash of 8% as at 31 December 2006. This was
mainly attributable to the unutilised cash generated from the
zero coupon convertible bonds, with an aggregate principal
amount of HK$600 million, issued at the beginning of the Year.
For details of the Group’s charges and contingent liabilities
as at 31 December 2006, please refer to notes 22 and 37 of
the consolidated financial statements respectively.

Currently, the Group has cash in hand and standing banking
facilities of HK$1,650 million and the utilised banking facilities
amounts to HK$570 million. The Group has entered into an
interest rate swap contract in respect of a syndicated loan
granted so as to reduce the risk arising from increasing interest
rates. The Group currently has sufficient financial resources
and sound financing capability and will make full use of this
advantage to continue to identify quality investment opportunities.
It will also review its existing capital structure from time to
time and consider plans to lower its funding costs so as to
further increase the overall returns for its shareholders.
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ANALYSIS OF MAJOR BUSINESS OPERATIONS

LOGISTICS AND RELATED BUSINESS

The Group’s logistics and related business include logistic
parks, toll roads and other logistics business. The logistic
park business mainly comprises Shenzhen South-China
International Logistics Co., Ltd. (“South China Logistics”),
Shenzhen Western Logistics and Shenzhen Airport International
Express Supervision Center Co., Ltd. (“SZ Airport Express
Center”). The toll road business comprises Wuhuang Expressway
and Shenzhen Expressway. Total Logistics (Shenzhen) Co.,
Ltd. (“Total Logistics”) and its associate, Shenzhen EDI Co.,
Ltd. (“Shenzhen EDI”) also contribute to the profit of the Group’s
other logistics and related business.

Logistic Parks

Among the seven logistic parks in Shenzhen, the Company
already has controlling shareholding in South China International
Logistics Centre (“SILC”) and has joint control of the Shenzhen
Airport Express Supervision Center, which is a key project in
the Airport Logistics Park, together with the controlling interests
in the Western Logistic Park will form a tripod of logistic
infrastructure covering Shenzhen-Hong Kong boundary control
points, ports and airport and strategically create synergic effect.
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The three Shenzhen Logistic Parks invested by the Group
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During the Year, the Group’s logistic park business recorded
a turnover of approximately HK$80 million (2005: HK$47 million)
and profit before interest and tax of approximately HK$24.04
million (2005: HK$12.57 million), representing increases of
70% and 91% over those of 2005.

South China Logistics

South China Logistics, a key investment and development
project with 66.67% interest held by the Group, is principally
engaged in the development, construction, operation and
management of SILC, one of the seven logistic parks in Shenzhen.
SILC enjoys overwhelming advantages in terms of its geographic
location and information technology and focuses on the
development of cross border container transportation business
between the PRC and Hong Kong with an operating model
under the supervision of customs authorities. SILC will become
one of the major sections of the international logistics supply
chain with the functions of export supervision, bonded warehouse
and international import/export freight forwarding agency, thus
serving the domestic market of the Pearl River Delta and overseas
markets.

South China Logistics commenced full and comprehensive
operation in 2006 and a significant increase in the revenue of
its core business was recorded accordingly. While operating
the empty container depot business as well as developing
the bonded and regulated warehousing business, South China
Logistics launched the customs transferring and transiting
business for import and export goods during the Year. The
“Green Lane” has been put into trial run, facilitating the perfection
of the service function of SILC and the enhancement of the
competitiveness of the logistic park. During the Year, South
China Logistics recorded a turnover of approximately HK$53.78
million (2005: HK$22.18 million), increased significantly by
1.4 times and achieved the target of turning around to profit.
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A profit of HK$10.82 million (2005: a loss of HK$1.7 million)
was recorded for the Year. With the commencement of operation
of three new warehouses with area of 45,000 square metres
during the Year, the operation scale of South China Logistics
was upgraded to a new level. The customs transferring and
transiting business for import and export goods contributed
significantly to the turnover and profit of the core business of
South China Logistics.

ERYIRERE
South China Logistics Turnover
BWHEEITT  HKS milion

60

50

40

30
20

10

2005

8.98

23.47|

2006

B £ OEREEREER Customs transferring and transiting business
2 %7 Warehousing business

[ 2553535 Empty container depot

RIERREMBERERABEANE - FE
BRAAREDRBREESASE  ERYE
FERBBRENANIET  EERRN =
ZETRFRLA=Z+THEAFABTIHER
Bl WENBRETHEER - ER@YRE—
XREBEAREHMUNEBERREERAE
BENFERE| R REERERK=A
REEFENBEREIGERE  BNEERE
BRYRTPOREMOF ZMERY —REH—
REBRRBH [eRE]  HeEFER
BESICHB RO R - INRMH AR SRR

g °

With the strong support of customs authorities of Shenzhen
and Hong Kong, South China Logistics has officially launched
the “Green Lane” and put it into trial run on 30 May 2006,
aiming at enhancing the efficiency of customs clearance
procedures of Shenzhen-Hong Kong cross border transportation
and reducing transportation costs as well as enhancing the
reliability of logistic processes. The “Green Lane”, jointly
constructed by South China Logistics and a leading container
terminal operator in Hong Kong, is a cross border haul passage
linking the eastern part of the Pearl River Delta region and
Hong Kong via land transportation, aiming at establishing a
“Green Lane” between SILC and Huanggang checkpoint in
order to provide one-stop customs clearance service, thus
diverting the customs clearing procedures away from the busy
border checkpoints and speeding up the land traffic flows
between Hong Kong and the Mainland.
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The first stage of “Green Lane” will be available between
Huanggang checkpoint and SILC and will then be extended
to container terminals in Hong Kong. The “Green Lane” mainly
aims at diverting all functions of Huanggang checkpoint to
SILC, including all procedures concerning customs declaration
and inspection declaration, thus enabling cross-border trucks
to pass Huanggang checkpoint and Lok Ma Chau checkpoint
without stopping for inspection. With respect to import goods,
GPS and electronic gateway will be initiated when all customs
procedures are completed at Kwai Chung Container Terminals
in Hong Kong and import goods will then be able to go through
Huanggang checkpoint and Lok Ma Chau checkpoint for direct
transportation to SILC where all procedures for importation
will be completed. Export goods from the Mainland, upon
completion of export procedures with customs authorities
stationed in SILC, can also arrive at Hong Kong quickly by
utilising the same supervision technology, such as GPS and
electronic gateway.

The “Green Lane” is able to enhance
the efficiency of customs clearance
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procedures and alleviate the cross-
boundary pressure at the checkpoints
through a “point to point” customs
clearance model. With the realisation
of “loaded-in and loaded-out” for
containers from Hong Kong terminals
to SILC, the ultimate goal is to save
clearance and transportation costs
for enterprises, increase throughput
of Hong Kong terminals so as to
achieve a win-win situation. With the
opening of the “Green Lane”, SILC,
as a logistic park with features of a checkpoint planned by
the Shenzhen Municipal Government, will better perform its
role as a logistic hub and enable the cargo transportation
between Shenzhen and Hong Kong to be more convenient
and rapid at an even lower cost.

As the “Green Lane” is relatively new to the market, some
customers are conservative towards its customs clearance
model and clearance procedures. Additional time is also required
for the customs department to get familiar with the cargo
release procedure at the “Green Lane”. During the Year, the
laden container business of the “Green Lane” is still under a
developing period.
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South China Logistics commenced the bonded and regulated
warehousing business since the end of 2005. After one year
of operation, the support from the customs authorities and
inspection and quarantine departments has been enhanced.
An increasing number of famous logistics and warehousing
companies are stationed in SILC to participate in the bonded
and regulated warehousing business. With the commencement
of operation of a permanent transit platform for the customs
transferring and transiting business in March 2007, the
warehouse, which was originally used as a temporary transit
platform, resumed its original function. As a result, a warehouse
area of approximately 15,000 square metres has been spared.
Currently, five warehouses with a total area of approximately
60,000 square metres are fully occupied by tenants. The turnover
rate of warehouse cargoes and the revenue of the warehouse
business will increase as a result.

Since the customs authorities in
Shenzhen determined to relocate all
the customs transferring and transiting
functions of Huanggang checkpoint
to SILC in April 2006, South China
Logistics commenced the customs
transferring and transiting business
on 17 April 20086. In the transiting
station of SILC, when the imported
cargo is being transited from vehicles
commuting between Guangdong
Province and Hong Kong to domestic
vehicles, the procedures in respect
of transferring the said cargo to the designated destination
will be handled by Meilin Customs stationed in SILC; and when
the exported cargo is transited from domestic vehicles to vehicles
commuting between Guangdong Province and Hong Kong,
the customs transferring procedures for the second trip of
the said cargoes will be handled by Meilin Customs stationed
in SILC. Upon completion of these procedures, the vehicles
and cargoes are entitled to pass Huanggang checkpoint directly.
Customers are satisfied with the operating procedures of SILC,
including customs declaration, loading and unloading, sealing
as well as payment and settlement. In addition, the newly
launched customs transferring and transiting business also
generates new contributions to revenue. In order to meet the
requirements of future business development and improve
efficiency, a permanent transit platform with an area of
approximately 30,000 square metres has been built and put
into operation in March 2007. The area of the cargo transiting
platform increased by more than 50% and the operating efficiency
enhanced accordingly.
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In 2007, South China Logistics will continue to strive for
broadening the customer base of the “Green Lane” business,
coordinating with the customs authorities and inspection and
quarantine departments and realising the full connection of
the “Green Lane”. Meanwhile, South China Logistics will focus
on the construction of the two 2-storey new warehouses with
an aggregate area of 52,000 square metres. Upon completion
of the construction of the warehouses at the end of 2007,
the warehouse area of SILC will be further expanded, thus
providing more favourable conditions to solicit more customers.

Shenzhen Western Logistics

Shenzhen Western Logistics, 20% interest of which is held
by the Group, was incorporated for the purpose of developing,
constructing, operating and managing Western Logistic Park
in Shenzhen. The site area of Western Logistic Park is 400,000
square metres and it is one of the seven logistic parks in
Shenzhen. Western Logistic Park is situated in Qianhaiwan
Logistic Park and is behind Shenzhen Western Port area and
close to the Dachan Bay Terminal under construction. It
strategically locates right next to the first exit of the Hong
Kong-Shenzhen Western Corridor and connects to Nanping
Expressway and the associated expressway network leading
to the coastal district, thereby being served by convenient
transportation networks. Shenzhen Western Logistics will make
use of its geographical advantages and market environment,
providing support to Shenzhen Western Port area in the aspect
of warehouse storage. Together with the use of the highly
efficient “One Terra Two Checkpoints” customs model at the
Shenzhen-Hong Kong Western Corridor, Shenzhen Western
Logistics will be able to realise the development strategy of
establishing the “International Logistic Park of Shenzhen and
Hong Kong”, providing such value-added logistics services
as cross-border bulk cargo collection and distribution by sea,
air and land transportation, distribution processing, ancillary
transportation, transiting and information.

During the Year, Shenzhen Western Logistics recorded a turnover
of HK$46.57 million (2005: HK$37.55 million), representing
an increase of 24% which was mainly from the increase in
occupancy rate and rental charge. Shenzhen Western Logistics
also recorded a profit after tax of approximately HK$12.50
million (2005: HK$10.61 million). The profit was mainly derived
from rental income of the empty container depot business.
The profit attributable to the Group was approximately HK$2.50
million (2005: HK$2.12 million).



BB & am Mo AT

Management Discussion and Analysis

RAFE - ARt KBRS YR E
BAOBEFHRKLMHWAAETE  LEEHES
EROREREANTIEYRIER - EHEE
FHRERER - RMENEREBRE 25
HEHBTEF LK BAR_ZETLEFR
MEESTRIRALR - HEFRFEPM
ARG ERANER - S - REEARE
ERREBORRE  TEHYIRERSEEAR
FRERE EERXRBLCESIE - A
YRR AEENTIF > £EF S EGEET
—EMKE  FRIRLHFEMETE B
AREMBRIT T T RIFOER  TABEMNZE
R IRETEIFAR -

HE R RB BB YR E R AR IR R E S
RYREE  BHEBESEEM=MEMES B
BEMRAR AHRBEBREREENR—F
DRI R EH BRFBRANMNERE
BEENMERAMREGEREFKNES
R EBETH  BBAEEEKTE
BREXZERTR  LBEVREELE @ K
RAYRREHER  BEEREEREE B
BERYRNENRE  ROMNBREE
R REOYRMEASEENRFYREE -

RYREEEAEBEBRAOGEZE - —
TELFLAH  RYNBEFBHEDFRE
BERBENREASNEE] BEEE &
R PE BB BB 1R IR B 2 MR T REM T
RER B - FEBEERAR - KB LM
BE 5 18 B IR 75 WO B (o SR e K B A RS = 7
BERAE —EEE L ORENREEY

During the Year, Shenzhen Western Logistics completed all
the procedures of acquiring the land with an area of 400,000
square metres in Western Logistic Park. It also actively engaged
in the planning for construction of the major part of the logistics
project in the logistic park. The first phase of the warehouse
project is to build a 2-storey warehouse with a framework
structure with a gross floor area of approximately 37,000 square
metres. The project is expected to be completed and put
into operation in the last quarter of 2007, facilitating the
maintenance of the existing customer base and the development
of new business. In addition, in order to support the launch
of the warehouse business upon completion of the construction
of the warehouse, Shenzhen Western Logistics has applied
to the customs authorities for licenses of bonded warehouse
and regulated warehouse business, and all necessary approvals
have been granted. During the Year, the business of Shenzhen
Western Logistics has achieved promising results in all aspects,
particularly the completion of land acquiring procedures, thereby
laying a solid foundation for its future development. The
construction of new warehouses also commenced as scheduled.

The logistics facilities in the International Logistic Park of Shenzhen
and Hong Kong under planning include logistic warehouses,
customs supervised unloaded-container depots, quasi-
commercial logistic warehouses, public commercial and food
and beverages ancillary facilities, an information system in
compliance with the requirements of such government
departments as customs and commercial inspection authorities,
as well as the park management companies and industry players
of the logistic business within the park. In respect of the business
pattern, the International Logistic Park of Shenzhen and Hong
Kong has self-operated businesses of its own, thus predominating
the direction of the development of the park. There are also
logistics assets for lease in the park and it becomes a supplier
of logistic facilities accordingly. In addition, there are special
logistics functional districts constructed through the transfer
of resources. Consequently, existing resources within the park
can be fully utilised, providing ancillary support to the port
logistics business and the logistics business at the Western
Corridor border checkpoints.

Shenzhen is a key point linking Hong Kong and the PRC.
“Shenzhen-Hong Kong Western Corridor”, the fourth cross-
border corridor between Shenzhen and Hong Kong, is scheduled
to be officially opened on 1 July 2007. At that time, Western
Corridor’s function of being the main logistics haul between
Shenzhen and Hong Kong will become more important. After
the opening of Western Corridor, the warehouse facilities of
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land transportation services between Shenzhen and Hong Kong
will be gradually relocated to Qianhaiwan Logistic Park, which
is located at the first cargo exit next to Western Corridor in
Shenzhen. This will create a significant impact to the allocation
of commercial resources and ancillary transportation services
between Shenzhen and Hong Kong. The development of the
Shenzhen Western Port area and the opening of Western Corridor
will provide adequate business opportunities and plenty room
for market development of the International Logistic Park of
Shenzhen and Hong Kong. Meanwhile, the advantageous
geographical location of the International Logistic Park of
Shenzhen and Hong Kong will become more obvious, providing
favourable conditions for the development of various forms
of logistics business.

In 2007, Shenzhen Western Logistics will continue to launch
all the construction works of the “International Logistic Park of
Shenzhen and Hong Kong” for the purposes of upgrading the
overall operation efficiency of logistics services between Shenzhen
and Hong Kong, establishing a high technology base for Shenzhen
and Hong Kong logistics services, and also providing relevant
logistics services, such as logistics infrastructure, for the operation
of Shenzhen Western Port area.
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SZ Airport Express Center

SZ Airport Express Center is a jointly controlled entity invested
by the Group and Shenzhen Airport Co., Ltd. with each of
the shareholder holding 50% interest. SZ Airport Express Center
is a major project of Airport Logistics Park which is one of the
seven logistic parks in Shenzhen. It is engaged in the operation
and management of International Express Supervision Center
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.



BB & am Mo AT

Management Discussion and Analysis

BIGRERLRAFENEEE AL
5,332B L (ZZEZTRHF : B¥5,08987T) -
BEF A% @ MREEGRR AL
2,130B L (ZZTRF : B¥2,14487T) °
RAFEE » IS HREFFR LR R R
E16.718M  {REFH 2% - HEp - O
RGREBEEHREF FF60%  HAEKEL
EERKNEBEMNEE - HEIS RGP LEE
WARERFRETBEENER -

BERGFROE - HORGEEERFER

During the Year, turnover of SZ Airport Express Center amounted
to HK$53.32 million (2005: HK$50.89 million), representing
an increase of 5% over 2005. Profit attributable to shareholders
of SZ Airport Express Center amounted to HK$21.3 million
(2005: HK$21.44 million). During the Year, the accumulated
express cargo volume handled by SZ Airport Express Center
was 167,100 tons in total, representing a decrease of 2%
over 2005. In particular, the volume of import express cargo
in 2006 recorded an increase of 60% over that of 2005, attributing
to a significantly increase in the total express cargo volume,
thus posting a positive impact to the overall profit growth of
SZ Airport Express Center.

Import and Export Express Cargo Volume of SZ Airport Express Center

EH —EERE  CZBBRREE #i/ (YD)
Item 2006 2005 Increase/
(Decrease)
EORGEEEES () Import Express Cargo Volume (tons) 5.18 3.23 60%
— RS E - Percentage attributable to
the total express cargo volume 31% 19%
POkEEEE () Export Express Cargo Volume (tons) 11.53 13.87 (17%)
— RS E - Percentage attributable to
the total express cargo volume 69% 81%
BREEEE (H) Total Express Cargo Volume (tons) 16.71 17.10 (2%)
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In the first quarter of 2006, SZ Airport Express Center has
been benefited from the sustainable growth of import and
export trade of the PRC and the satisfactory customs clearance
environment, thus the business recorded a satisfactory growth.
However, the express cargo regulations, the inspection model
and the actual operating hours of clearance procedures
conducted by customs authorities have been altered since
mid April 2006. The express cargo volume of SZ Airport Express
Center for the second quarter had decreased slightly when
compared with the corresponding period of 2005. As the risk
and operational costs relating to the express cargo industry
increased gradually and the export express cargo volume
deceased significantly, the overall cargo volume of SZ Airport
Express Center in the first half of 2006 was adversely affected.
In view of these, SZ Airport Express Center adopted
corresponding measures in the second half of 2006 by adjusting
its operations and improving the coordination between different
parties. The overall express cargo volume in August 2006
stabilised as a result.
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Although the total express cargo volume of SZ Airport Express
Center for the Year decreased when compared with that of
2005, the import express cargo volume significantly increased
by 60% and accounted for 31% (2005: 19%) of the total express
cargo volume, and given the fact that charges for import express
cargo were higher than those for export express cargo, the
total income of express cargo for the Year was higher than
that of 2005.

Looking forward to 2007, SZ Airport Express Center will inevitably
experience changes in export customs policies and will propose
to adopt corresponding measures as well as continue to
strengthen the coordination with various institutions and pay
attention to changes in regulatory policies and customs efficiency
with an aim of enhancing its competitiveness in the market.
In addition, SZ Airport Express Center will make use of the
air express cargo as its principal operation base. It also plans
to improve the operation process and service efficiency of
customs transferring procedures and reduce its operational
cost to achieve a better economy of scale and strive for a
higher return to its shareholders.

Toll Road Business

The toll road business of the Group comprises Wuhuang
Expressway and Shenzhen Expressway, of which respective
interests of 45% and 30.85% are held. Wuhuang Expressway,
with a total length of 70.3 kilometres, is a major highway trunk
connecting Wuhan City and Huangshi City in Hubei Province
and constitutes a major part of the Hurong National Highway
(Shanghai-Chengdu). The remaining 55% interest of Wuhuang
Expressway is owned by Shenzhen Expressway. Shenzhen
Expressway is mainly engaged in the investment, construction,
operation and management of toll highways in China. The
toll highways operated and invested in by Shenzhen Expressway
in Shenzhen City and other regions of Guangdong Province
are major components of the national or provincial trunk highway
networks.

During the Year, the Group’s toll road business recorded a
turnover of HK$142 million (2005: HK$50 million) and profit
before interest and tax of HK$234 million (2005: HK$176 million),
representing increases of 1.8 times and 33% over 2005.
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Wuhuang Expressway

During the Year, Wuhuang Expressway recorded a turnover
of HK$316 million and a profit before tax of HK$133 million
respectively, representing respective increases of 24% and
34% over 2005, among which, HK$142 million and HK$60
million were attributable to the Group. The increase in average
daily toll revenue of Wuhuang Expressway for the Year of 24%
was more than the forecasted growth in total toll revenue for
2006 made by the Group at acquisition by 17%.

Toll Revenue and Traffic Flow of Wuhuang Expressway

—EEXREF —EZRF 0
2006 2005 Increase
P EEEEIWNA Total Annual Toll Revenue
(B¥EE®ET) (HK$ million) 316 256 24%
PFHBERE Total Annual Traffic Flow
(F#m) (thousand vehicles) 8,588 8,357 3%
AHKEEKA Average Daily Toll Revenue
(B¥®BHET) (HK$ million) 0.87 0.70 24%
HEERE Average Daily Traffic Flow
(F#m) (thousand vehicles) 23.5 22.9 3%
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In 2006, Hubei Province’s local GDP amounted to RMB749,700
million, representing a 12% increase over 2005. The growth
rate was higher than that of the national average and was the
highest one for the decade. In 2006, automobile ownership
in Hubei Province and Wuhan City reached 4.15 million and
0.7 million respectively, representing an increase of more than
10% over 2005, thus bringing about increases in terms of
traffic flow and toll revenue to Wuhuang Expressway.

In March 2006, Wudong toll station, the main toll station of
Wuhuang Expressway, was relocated to a new site. Toll stations
increased from 6 to 15, thereby eliminating the traffic congestion
appeared in front of Wudong station during peak hours. The
increase in toll stations not only saved the queuing time for
vehicles, but also further enhanced the competitiveness and
service quality of Wuhuang Expressway.
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Since 1 April 2006, all expressways in Hubei Province
implemented the “toll by weight” policy. Vehicles loaded with
cargoes were charged toll fee according to their category
previously. With the new policy, vehicles loaded with cargoes
are now levied toll fee against their actual loading. This results
in a fairer and more reasonable way of charging toll fee and
as a result the problem of “understated loading for lower toll
fee” was solved and extra toll paid by overloaded vehicles
are now included as part of the toll revenue of Wuhuang
Expressway. The implementation of this new “toll by weight”
charging mechanism is able to impose strict control on issues
arising from overloaded vehicles as well as bring about a
considerable growth towards the toll revenue of Wuhhuang
Expressway. However, the traffic flow has been decreased
due to the implementation of “toll by weight” policy.

In September and December 20086,
Jingdong Expressway (Fi/l SR E =
HNE) and Hanxiao Expressway (E
BEERERAK) commenced
operations respectively. Jingdong
Expressway has been linked up with
Xiangjing Expressway, Yihuang
Expressway and National Highway 318,
forming a trunk route running between
Hubei Province and Hunan Province.
Hanxiao Expressway has been
incorporated into the expressway
network in Hubei Province and is the
main ring road in the skeleton of the
high quality highway network plan in Hubei Province referred
to as “Five Vertical Running Highways, Three Horizontal Running
Highways and One Ring Highway”. Besides, Hanxiao Expressway
is also an integral section of Yin (Chuan) Wu (Han) Corridor
which is one of the “Eight Corridors” of the focused development
plan of western China as stipulated by the PRC. The
commencement of operations of these two expressways will
bring an increase in traffic flow of Wuhuang Expressway indirectly.
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Looking forward to 2007, j#1t%& %X i@EE (Hubei Province
Communications Department) will strive for the approval of
the construction of infrastructure projects of “Nine Roads and
One Bridge” to bring about a breakthrough in the total mileage
of expressways under operation in the coming year. The
expressway sections to be completed and commenced
operations in 2007, particularly the operation of Yangluo Yangtze
River Bridge (/% # &)T A#8), will shorten the distance between
Wuhuang Expressway and other airports and power plants.
This will directly increase the traffic flow of Wuhuang Expressway.
Wuhuang Expressway is expected to be a more important
income source to the Group.

Shenzhen Expressway

At present, Shenzhen Expressway has operated and invested
in 18 toll highway projects and 15 of which are in operation
while the remaining 3 are under construction. These projects
are located throughout Shenzhen, Guangdong Province and
other provinces in China. During the Year, Shenzhen Expressway
recorded a turnover of RMB1,189 million (2005: RMB911 million),
representing an increase of 31% over 2005, profit attributable
to shareholders amounted to RMB579 million (2005: RMB553
million), representing an increase of 5% when compared with
that of 2005, of which the Group’s share was RMB179 million
(2005: RMB166 million). In 2006, driven by the sustained
economic prosperity in the PRC and the formation and
improvement of highway networks, the traffic flow and toll
revenue of various major toll highways of Shenzhen Expressway
continued to maintain a steady growth. The construction projects
and the entrusted construction management operations have
been able to meet the overall expectations.

The economic growth momentum, a steadily expanding
transportation network and an increasing vehicle ownership
in Shenzhen and its neighbouring areas in recent years have
driven a persistent growth in traffic volume and toll revenue
on expressways. During the Year, the average growth rate of
the average daily mixed traffic flow and the average daily toll
revenue of Shenzhen Expressway’s toll highways in Shenzhen
were 24% and 15% respectively. The four projects invested
by Shenzhen Expressway in other regions in Guangdong Province
have all been in operations and are still in the initial stage of
operations, it is expected to bring new contributions to Shenzhen
Expressway in future.
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In respect of the entrusted construction management operations
of Shenzhen Expressway, the main section of Nanping Project
(Phase ) was completed and put into operation in June 2006.
The traffic flow has been improved significantly and positive
feedback has also been received from the government, the
public and different sectors of the community.

During the Year, Shenzhen Expressway signed a contract for
the acquisition of 5% and 20.09% interests in Meiguan
Expressway and Qinglian Highway respectively and relevant
acquisition procedures were completed. Upon the completion
of the acquisitions, Shenzhen Expressway held 100% and
76.37% interests in Meiguan Expressway and Qinglian Highway

respectively. The acquisition of

Qinglian Highway not only lowered

Y mREERBEERIE
EL V=B AR
HEBRBEmYaR
BCER)URBE—RA
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EITIE - BRIE#EITHE
T BiE—ZZENE

the average investment cost paid
by Shenzhen Expressway, but also
helped to further expand its asset
scale and enlarge its profit base.

Currently, Shenzhen Expressway
Group is undertaking 3 toll highway
projects, including Nanguang
Expressway, Yanba (Section C) and
the reconstruction of Qinglian Class
1 Highway into an expressway, and
these projects are all under
construction. It is expected that all
the above projects will be completed and put into operation
by the end of 2008.

As of 31 December 2006, the total mileage of high quality toll
expressways based on the shareholding percentage of Shenzhen
Expressway is as follows:

#EBTR. 1625082
Total mileage: 162.5km

K- EtIEEHekEE
BERGRE -
BHEZZZTRE+TA=1+—H FISR
RERLIIAEMABNSSRKERKE
e
2| 47
under construction
in operation

#EFR: 208.8 AR
Total mileage: 208.8km

] %31t Shenzhen region
[] ms=Eutth® Other regions in Guangdong Province
] s 4h Regions outside Guangdong Province
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Upon the toll highways under construction are completed and
LiB% HEEEMLEEWRAKE—SFIE  inoperation, the asset base and operational revenue will be
o UHBAREAFNEEREFOER - further expanded and have good contributions to its profit.
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E B MPKE I FASNIIRE N AR - & To cope with risks and the external environment with opportunities
NS RGEBERISEEMERE M - LAEIR  and challenges, Shenzhen Expressway remains committed
RiR - BRENEE - BFABFEE S - TEEISE  toits principal operations and development directions in order
RASETREENZER R - to achieve a rapid and solid growth and enhance its profitability.
It is expected that Shenzhen Expressway will be able to bring
about desirable investment returns to the Group.

H ¥ 5% Other Logistics Business

REBNEMYREBETEARFIRMHE=  Other logistics business of the Group includes provision of

FYRREREERYE MREBBMEERLL  third party logistics and transportation ancillary service, research

MRS « WRDSEEHERBESRFE  and establishment of logistics information software system

HIEREZERE © as well as development of enterprise statistics exchange platform
for its customers.

RAFE  REBOEMYTRERD RIS  During the Year, other logistics business of the Group recorded
BEBEABE203E T (ZZEZRF B aturnover of approximately HK$203 million (2005: HK$193
1.93187T) KR &R 48 81,0668 7 (=  million) and a profit before tax of approximately HK$10.56
TERFERF  BEINMNETT) ° million (2005: HK$9.71 million).

2R Total Logistics

RAREE - 2RYEHNEEEABE1.89/8  During the Year, Total Logistics recorded a turnover of HK$189
TL(ZZEZRF - BE1.82/87m) - m¥AH  milion (2005: HK$182 million). The soaring fuel prices continuously
BIRHE LR ERRRAEE LT I increased the costs in the logistics industry and there were a
FEREQNKREENISENEHR  BIREKE  price surge and an inadequate capacity in the market of cargo
BEN - 2REVREEBENERREREYRE transportation by land. Nevertheless, Total Logistics continued
ERERE - TE R B BYmEE DAIEER © to expand its logistics capacity, optimise its business structure
BEBITHEKEBEBRREELDEP, - %8  and identify premium customers in the market while stabilising
Im— h E TSR EIEELEE S and developing its existing logistics business. Total Logistics,
Byl FRE—SELEFINESRRIE - R on one hand, further streamlined its operational mechanism
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and reduced its operating costs by maintaining a reasonable
management on its suppliers and a stringent control over its
operational quality. On the other hand, Total Logistics took
an active role to contact its customers for price negotiation
S0 as to adjust the price in line with the actual market conditions.

Total Logistics completed the acquisition of 43% equity interest
in Citic Logistics Fritz at a consideration of HK$38.63 million
in July 2006. Since its establishment in the end of 2003 to
date, Citic Logistics Fritz has been mainly engaged in the
provision of ancillary logistics services for the preliminary
construction works of Nanhai Petrochemical Project of CNOOC
and Shell Petrochemicals Company Limited (“CSPC”). This
project has been put into operation at the end of March 2006
and Citic Logistics Fritz has been able to maintain its cooperative
relationship with CSPC in logistics business by capitalising
on its strengths in logistics operation, and has since then
become one of the major cooperative partners of CSPC for
providing logistics services. As a result, the operating results
of Citic Logistics Fritz will improve steadily.

Shenzhen EDI, 39% interest of which is held 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, 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. During the Year, Shenzhen
EDI recorded a revenue of HK$25.96 million (2005: HK$22.36
million) and a profit of HK$5.33 million (2005: HK$3.12 million),
representing respective increases of 16% and 71% over those
of 2005. With business preparation work for years, Shenzhen
EDI not only possesses stable technology and customer
resources, but has also lowered its operational costs gradually
and achieved remarkable operating results.

MANUFACTURING BUSINESS

CSG

CSG, an associate of the Group, is principally engaged in the
development, production and sales of high-end floating glass
and other glass products, including architectural glass and
construction glass, delicacy glass for information technology
products, automotive glass and solar energy photovoltaic
products. CSG is also engaged in the production and sales
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of latest electronic components and structural ceramics products.
In addition, in 2006, CSG has launched the project for
multicrystalline silicon raw materials, which is an essential part
in the production chain of solar energy photovoltaic business
in Hubei Province. The project is well on track and is expected
to commence operation in 2008.

During the Year, CSG recorded a turnover of RMB2,958 million
(2005: RMB2,294 million), representing an increase of 29%
over 2005 and profit attributable to shareholders amounted
to RMB326 million (2005: RMB319 million), representing an
increase of 2% over 2005.

In 2006, in view of the unbalanced market supply and demand,
persistent high prices for fuel and raw materials and continuous
low product prices, the floating glass business of CSG
experienced extreme difficulties and its profit contribution to
CSG has decreased substantially when compared with that
of 2005. However, following the full operation of Chengdu
floating glass production lines and completion of transformation
of Shenzhen floating glass production line 1 during the Year,
the product quality has been enhanced and CSG’s position
in the high-end floating glass market would be further
strengthened.

Capitalised on the potential market brought about by the energy
saving policy promulgated by the PRC government and the
soaring energy price, CSG strengthened the development of
energy-saving products and relevant marketing activities, thereby
generating a record increase of revenue and profit from the
architectural and automotive glass business. In respect of
the delicacy glass business, CSG
promulgated a productivity
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expansion plan, the production
scale and product successful rate
have been improving constantly.
Therefore, the delicacy glass
business maintained a relatively
strong profitability in the industry
and brought about a significant
profit contribution to CSG. During
the Year, CSG was able to resist
the operational risk inherent in
relying on a single sector by virtue
of the complementary advantages
of its three major business. As a result, both CSG’s turnover
and profit for the Year increased when compared with those
of 2005 and its leading position in the industry has been
maintained.
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CSG has formulated a comprehensive plan to enter into the
solar energy photovoltaic sector to cope with the pressing
problem of global shortage of power supply and soaring energy
cost. CSG is actively preparing a solar energy photovoltaic
battery project, and will establish a solar energy photovoltaic
battery production line with an annual production capability
of 25 megawatts. It is expected that the project will be put
into production in 2007. In addition, CSG has also successfully
launched the project for multicrystalline silicon raw materials,
which is an essential part in the production chain of solar
energy photovoltaic business. The project has been established
in Yichang Economic and Technological Development Zone
in Hubei Province. The first phase of the production base
with a capacity of 4,500 tons of multicrystalline silicon raw
materials is under construction. The project has been classified
as one of the top three projects of the 11th Five-Year Plan by
Hubei Province and is progressing well. It is expected that
the project will be put into operation in 2008. With completion
and full operation of the above projects, the solar energy
photovoltaic business will become one of the pillar business
of CSG and a concurrent and reliable source for the income
growth of CSG in the future.

OUTLOOK OF THE LOGISTICS INDUSTRY OF
SHENZHEN CITY

The 2006 statistics report for the logistics industry in Shenzhen
City shows that the overall scale of the modern logistics industry
in Shenzhen City continues to expand. The total cost of logistics
in Shenzhen City amounted to RMB137,400 million, representing
an increase of RMB41,400 million over 2005. In 2006, Shenzhen
City recorded a GDP of RMB568,400 million, representing
an increase of 15% over 2005. The percentage of total cost
of logistics in the GDP of Shenzhen City is comparable to the
average level of developed countries in the mid range. With
the accelerated development of key logistics projects, the
continuous upgrade of infrastructural facilities and technology
of logistics enterprises and the extensive application of logistics
information technology, the transforming from traditional logistics
to modern logistics has been speeded up. This helps facilitating
the improvement of the quality of economic development in
Shenzhen City. According to the statistical data, the throughput
of Shenzhen Port in 2006 amounted to 176 million tons,
representing an increase of approximately 15%, among which,
exporting cargo accounted for 72%. Currently, 168 scheduled
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routes of domestic and international container liners are operated
in Shenzhen Port by 50 well-known shipping companies,
representing a net increase of 14 routes when compared with
the end of 2005. The routes for container liners cover major
ports in the world’s 12 largest navigation zones with Shenzhen
Port as the hub, thereby further optimising the route pattern.
As aresult, Shenzhen Port has been able to establish its position
of being both the principal hub in the domestic integrated
transportation sector and the container hub in Southern China
area.

The Central Government proposes to develop diversified
investment channels to attract more domestic and foreign
capital to enter the construction sector of logistics infrastructural
facilities. This helps increasing logistics investments to an
appropriately over weighted level and contribute to the
development of the industry. It is also suggested particular
emphases will be placed on the introduction of multi modes
transportation covering railways and ports and the construction
of key logistics nodes, as well as the construction of logistics
parks and the establishment of a public information platform.

DEVELOPMENT FOCUS AND OUTLOOK OF THE
GROUP

According to the demand arising from the development of
the logistics industry and policies of the PRC government,
and with reference to the favourable conditions of resources,
government relationship, infrastructural industry experience
and human resources enjoyed by the Group, the Group plans
to further increase its investments in logistics infrastructural
projects and toll road business in the future. It also plans to
actively identify projects, existing or under construction, with
inherent monopolisation or an established customer base within
its strategic and targeted areas for further integration and
enhancement. The Group will also strengthen its control over
logistics nodes and infrastructural facilities by co-investing
with its strategic co-operation partners in newly built quality
projects in a timely manner to provide a base and protection
for developing value-added logistics services in the future.

Shenzhen City and Pearl River Delta region will be the key
development area of the Group. It will speed up the merger
and acquisition of logistics resources and logistics enterprises
and enhance the efficiency and profitability of existing logistics
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infrastructural facilities. In the meantime of establishing a network
mechanism of regional influence, the Group is committed to
increase the interests of the shareholders and the value of
their investment in the Company. In 2007 and thereafter, the
Group will endeavour to adjust and optimise its asset structure
and profit structure. It will also reduce its investment in non-
core business other than logistics business in order to further
concentrate its resources on logistics infrastructure and its
related business so as to ensure the realisation of the Group’s
strategic development objective.

HUMAN RESOURCE

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

As at 31 December 2006, the Group had 584 employees in
total, comprising 22 employees in Hong Kong, the majority
of them were management and finance personnel, and 562
employees in the PRC, approximately 497 of them served in
the logistics business.



