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DEFINITIONS

2

In this section, the definitions are presented in alphabetic order (A-Z).

I. Name of Expressway Projects

Airport Expressway
Chengbei Exit Expressway
Chengle Expressway

Chengren Expressway

Chengya Expressway
Chengyu Expressway
Suiguang Expressway

Suixi Expressway

Chengdu Airport Expressway
Chengdu Chengbei Exit Expressway
Sichuan Chengle (Chengdu-leshan) Expressway

Chengdu-Meishan (Renshou) Section of ChengZiluChi
(Chengdu-Zigong-Luzhou-Chishui) Expressway

Sichuan Chengya (Chengdu-Ya'an) Expressway
Chengyu (Chengdu-Chonggqing) Expressway (Sichuan Section)
Sichuan Suiguang (Suining-Guang’an) Expressway

Sichuan Suixi (Suining-Xichong) Expressway

Il. Branches, Subsidiaries and Principal Invested Companies

Airport Expressway Company
Chengbei Company

Chengle Company

Chengren Branch

Chengya Branch

Chengya Oil Company
Chengyu Advertising Company
Chengyu Branch

Chengyu Development Fund

Renshou Landmark Company
Renshou Shunan Company

Shugong Testing Company

Shuhai Company

Shuhong Company

Sichuan Expressway Company Limited

Chengdu Airport Expressway Company Limited

Chengdu Chengbei Exit Expressway Company Limited
Sichuan Chengle Expressway Company Limited

Sichuan Expressway Company Limited Chengren Branch
Sichuan Expressway Company Limited Chengya Branch
Sichuan Chengya Expressway Oil Supply Company Limited
Sichuan Chengyu Expressway Advertising Company Limited
Sichuan Expressway Company Limited Chengyu Branch

Sichuan Chengyu Development Equity Investment Fund Centre
(Limited Partership)

Renshou Trading Landmark Company Limited
Renshou Shunan Investment Management Company Limited

Sichuan Shugong Road Construction Engineering Testing
Company Limited

Chengdu Shuhai Investment Management Company Limited

Chengdu Shuhong Property Company Limited
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DEFINITIONS (CONTINUED)

Shunan Company

Shurui Company

Shusha Company
Suiguang Suixi Company

Trading Construction Company

Zhonglu Energy Company

Zhongxin Company

Others

2014 AGM

A Share(s)

Articles of Association
associate(s)

associated corporation(s)
Audit Committee

Baen Project

Board
BT Project

Chengren Expressway BOT Project

Company
CSRC

Development Investment Company

Sichuan Shunan Investment Management Company Limited
Sichuan Shurui Construction Engineering Co. Ltd.

Sichuan Shusha Industrial Company Limited

Sichuan Suiguang Suixi Expressway Company Limited
Sichuan Trading Construction Engineering Co., Ltd. (formerly
known as “Sichuan Shugong Expressway Engineering
Company Limited”)

Sichuan Zhonglu Energy Company Limited

Sichuan Zhongxin Assets Management Co., Ltd.

the 2014 annual general meeting of the Company to be held
on 29 May 2015 (Friday), notice of which will be published
on the Stock Exchange’s website and despatched to the
Shareholders on 13 April 2015 (Monday)

ordinary shares of the Company with a nominal value of
RMB1.00 each, which are issued in the PRC, subscribed for
in RMB and listed on the SSE

the articles of association of the Company, as amended from
time to time

has the meaning ascribed thereto under the Listing Rules of
the Stock Exchange

has the meaning ascribed thereto under the SFO
the audit committee under the Board

the construction and engineering project of Enyang Avenue
and Enyang section of Baen fast channel

the board of Directors of the Company
build-transfer project

the project of Chengren Expressway in the form of BOT (build
— opertation—transfer)

Sichuan Expressway Company Limited
China Securities Regulatory Commission

Sichuan Development Equity Investment Fund Management
Co., Ltd.
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DEFINITIONS (CONTINUED)

Director(s)

Dividend Entitlement Date

Group

H Share(s)

Hong Kong

Huajian Company

Listing Rules

Model Code

Nomination Committee

PRC or China

Remuneration and
Appraisal Committee

Renshou Land-linked Pilot Project

RMB
SFO

Share(s)

Shareholder(s)

Sichuan Expressway Company Limited

director(s) of the Company

9 June 2015 (Tuesday), the date on which the Shareholders
whose names appear on the H Shares register of member of
the Company shall be entitled to the 2014 final dividend of

the Company (if approved by the Shareholders at the 2014
AGM)

the Company and its subsidiaries

overseas listed shares of the Company with a nominal
value of RMB1.00 each, which are issued in Hong Kong,
subscribed for in Hong Kong dollars and listed on the main
board of Stock Exchange

the Hong Kong Special Administrative Region of the PRC
China Merchants Huajian Highway Investment Co., Ltd.
(formally known as Huajian Transportation Economic
Development Centre), a substantial shareholder of the
Company

the Rules Governing the Listing of Securities on the Stock
Exchange and/or the Rules Governing the Listing of Securities
on the SSE (as the case may be)

the Model Code for Securities Transactions by Directors of
Listed Issuers contained in Appendix 10 to the Listing Rules
of the Stock Exchange, which has been adopted by the
Company as the code of conduct for securities transactions by
the Directors and the Supervisors of the Company

the nomination committee under the Board

The People’s Republic of China, for the purpose of this
annual report, excluding Hong Kong, the Macau Special
Administrative Region and Taiwan

the remuneration and appraisal committee under the Board
the land-linked pilot project in Renshou County, Meishan City
in the form of BT (build-transfer)

Renmenbi, the lawful currency of the PRC

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)

A Share(s) and/or H Share(s) (as the case may be)
holder(s) of Shares
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DEFINITIONS (CONTINUED)

Shuangliv West Airport
Phase VI BT Project

Shuangliv Zongbao BT Project

Sichuan Ganghang

Sichuan Highway Development

SSE

STl

STl Group
Stock Exchange
Strategic Committee

Suiguang Suixi Expressways

BOT Project
Supervisor(s)
Supervisory Committee
Trading Industry
Trading Landmark

Year or Reporting Period

the road project within the Airport Hightech Industrial
Functional Zone, Shuangliv County, Chengdu City, in the form
of BT (build-transfer), which is referred to as the “West Airport
Development Zone Phase VI Road Engineering BT Project” by
the Transportation Bureau of Shuangliu County, Chengdu City,
the tenderee of this project

the Phase | road project within Zongbao ancillary area at
Shuangliv County, Chengdu City in the form of BT (build-

transfer)

Sichuan Ganghang Development Company Llimited, a
subsidiary of STI

Sichuan Highway Development Holding Company, a
subsidiary of STI

Shanghai Stock Exchange

Sichuan Transportation Investment Group Corporation, the
controlling shareholder of the Company

STl and its subsidiaries
The Stock Exchange of Hong Kong Limited
the strategic committee under the Board

the project on Suiguang Expressway and Suixi Expressway in
the form of BOT (build-operate-transfer)

supervisor(s) of the Company

supervisory committee of the Company
Sichuan Trading Industry Company Limited
Sichuan Trading Landmark Company Limited

the 12 months ended 31 December 2014

In this annual report, the English names of the PRC entities are translations of their Chinese names
and included herein for identification purposes only. In the event of any inconsistency between the
Chinese and English names, the Chinese names shall prevail.
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CORPORATE INFORMATION

Statutory Chinese and English Names
of the Company

Legal Representative
Company Website

Company’s Registered Address &
Office Address

Postal Code

Secretary to the Board

Tel

Representative of Securities Affairs
Tel

Fax

Investors’ Hotline

E-mail

Contact Address

Stock Exchanges of the Listing Shares

Newspapers Selected by the Company
for Information Disclosure

Websites Designated for Publication
the Annual Report of the Company

Place for Inspection of
the Annual Report of the Company

Sichuan Expressway Company Limited

a1 B A = R A B AR B IR 2 A

Sichuan Expressway Company Limited
Zhou Liming
http://www.cygs.com

252 Wuhouci Da Jie, Chengdu, Sichuan Province, the PRC

610041

Zhang Yongnian

(86)28-8552-7510

Zhang Hua

(86)28-8552-7510

(86)28-8553-0753

(86)28-8552-7510/(86)28-8552-7526

cygszh@163.com

252 Wuhouci Da Jie, Chengdu, Sichuan Province, the PRC

A Shares: Shanghai Stock Exchange

Stock Code: 601107

Stock Name:  Sichuan Express

H Shares: The Stock Exchange of Hong Kong Limited
Stock Code: 00107

Stock Name:  Sichuan Express

China Securities Journal, Shanghai Securities News

http://www.sse.com.cn
http://www.hkex.com.hk
http://www.cygs.com

PRC: 252 Wouhouci Da Jie,

Chengdu Sichuan Province, the PRC
Hong Kong:  22/F, World-Wide House,

19 Des Voeux Road

Central, Central, Hong Kong
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CORPORATE INFORMATION (CONTINUED)

International Auditor

PRC Auditor

Hong Kong Legal Adviser

PRC Legal Adviser

Domestic Shares Registrar and
Transfer Office

Hong Kong Shares Registrar and
Transfer Office

Principal Place of Business in Hong Kong

Initial Registration Date and Place

Latest Date of Registration Update
Registration Number of Business Licence
Tax Registration Number

Organization Code

Principal Banker

Ernst & Young Certified Public Accountants
22/F, CITIC Tower, 1 Tim Mei Avenue,
Central, Hong Kong

Shinewing Certified Public Accountants
(Special General Partnership)

9th Floor, Block A, Fu Hua Mansion,

No. 8 Chao Yang Men Bei Da Jie,

Dong Cheng District, Beijing City, the PRC

Messrs. Li & Partners
22/F, World-Wide House,
19 Des Voeux Road Central, Central, Hong Kong

Beijing Zhongxin (Chengdu) Lawyer

(db T A IR (BER) 2 R = 75 P

Room 3104, 31/F, Building 3, Triumph Plaza,
No. 118 Jitai Fifth Road, High-tech District,
Chengdu City, Sichuan Province, the PRC

China Securities Depository and Clearing Corporation Limited
Shanghai Branch

36/F China Insurance Building,

No.166 Lujiazui East Road, Pudong, Shanghai, the PRC
Hong Kong Registrars Limited

1712-1716, 17th Floor, Hopewell Centre,

183 Queen’s Road East, Wanchai, Hong Kong

Rooms 2201-2203, 22/F, World-Wide House,
19 Des Voeux Road Central, Central, Hong Kong

19 August 1997
Chengdu, Sichuan Province, the PRC

19 December 2012
510000400003856
51010720189926X
20189926

China Construction Bank

Annual Report 2014 Sichuan Expressway Company Limited



COMPANY PROFILE
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The Company was incorporated in the Industry and Commerce Bureau of Sichuan Province of the PRC
on 19 August 1997. The Company was listed on the Stock Exchange (stock code: 00107) on 7 October
1997 and on the SSE (stock code: 601107) on 27 July 2009, respectively.

The Group is principally engaged in the investment, construction, operation and management of road
infrastructure projects in Sichuan Province, the PRC as well as the operation of other businesses related
to toll roads. Currently, the Group mainly owns all or substantially all interests in a number of toll roads
in Sichuan Province such as Chengyu Expressway, Chengya Expressway, Chengle Expressway, Chengren
Expressway, Chengbei Exit Expressway as well as Suiguang Expressway and Suixi Expressway which
are under construction. As at 31 December 2014, the length of completed expressways of the Group has
reached approximately 573 km in total and the length of the expressways under construction amounted to
approximately 165 km. The Group’s total asset and net asset were approximately RMB28,803,105,000
and RMB12,367,402,000, respectively.

As at 31 December 2014, the total number of Shares of the Company was 3,058,060,000 Shares
(comprising 895,320,000 H Shares and 2,162,740,000 A Shares). The shareholdings and asset structure
of the Company were as follows:

Holders of Holders of
A Shares H Shares

70.72% 29.28%

Other Huaiian Other
holders of C l:n]’an STI holders of
A Shares ompany H Shares

17.11% 21.73% 31.88% 1.99% 27.29%

Sichuan Expressway Company Limited

Sichuan Expressway Company Limited Annual Report 2014



COMPANY PROFILE (CONTINUED)
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CHAIRMAN’S STATEMENT
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On behalf of the Board, | would like to report to the Shareholders that, in 2014, due to the superimposed
effects of the “three stages”', the economy was suffered from greater downside pressure. The Chinese
economy was entering the new normal of medium-to-high speed development from a rapid development.
Against this backdrop, the Group strictly adhered to the general working pace of “seeking progress and
achievement in stable development” to implement its strategy and strive to develop the five major segments.
With dedication by all staff of the Company, through streamlined management, the Group spared no effort
in reducing the impact of various adverse factors, including the slowdown in macroeconomic growth,
diversion of traffic flow, and continuous tightening of the policies in toll road industry, etc., to ensure the
steady development of all businesses of the Group.

Results and Dividends

In 2014, the profit of the Group attributable to the owners of the Company was approximately
RMB975,999,000, representing a decrease of 3.86% as compared with last year. Basic earnings per
share were approximately RMB0.319 (2013: approximately RMBO0.332). Pursuant to the Articles of
Association, if the Company distributes cash dividend, the Company shall distribute cash dividend in an
amount not less than 30% of the distributable profit earned by the Company for the period concerned
(the lower of the profit attributable to shareholders under the PRC and overseas accounting standards
respectively). In appreciation of the support of the Shareholders to the Group over years, the Board has
recommended a final cash dividend for the year 2014 of RMB0.08 per share (tax inclusive), aggregating
to approximately RMB244,645,000, representing 44.35% of the distributable profit of the Company
determined under PRC GAAP for the Year and 25.24% of the profit attributable to owners of the Company
as shown in the consolidated financial statements (prepared under PRC GAAP). Such proposed dividend is
subject to approval by the Shareholders at the forthcoming 2014 AGM of the Company.

' Three stages: the shift stage of economic growth speed, the pain stage of structure adjustment, and the digestion stage of

preliminary stimulus.

Sichuan Expressway Company Limited Annual Report 2014



CHAIRMAN’S STATEMENT (CONTINUED)

Review

2014 was the first year for the central government to carry out comprehensive and deep reform, as well
as a year for continuous development of the Chinese economy under the new normal.

In this Year, the Chinese economy overcame difficulties and struggled to move forward. Under the new
operating situation of the Chinese economy, the central government innovated new ideas and ways
of macro-control, with the strategy shifted from no “broad irrigation” to persistent implementation of
directional regulation, from abandoning inefficient model of economic growth to pursuit of intensive
development. The central government addressed and overcame difficulties in an adverse environment
taking into account the whole situation in order to achieve progress in stable development. Through deep
reform, the economy achieved continuous and stable development. In 2014, China’s gross domestic
product (GDP) amounted to approximately RMB63,646.3 billion, up 7.4%” from last year based on
comparable prices. Despite a slowdown in growth, the actual increase in value of the economy was still
considerable. Under the new normal, the national economy continues to operate steadily, and the Chinese
economy is stepping on a new road to reform and upgrade, quality and efficiency enhancement.

In this Year, the industry accelerated the progress on reform and made stable and considerable
development. The Ministry of Transport promulgated “Four Transportation (PU1&%23&)”, “Five Reforms (&
TENE)", and “Eight Missions (J\JE{L7#5)", which suggested the significant development momentum of the
industry. In addition, the Ministry deployed nine pilot reform missions, cancelled twenty-six administrative
examinations and approvals and transferred them to lower levels. The establishment of management
power and authority system, the promotion of comprehensive transportation system reform, and the
orderly implementation of new industry reforms formed a powerful impetus for the industry development.
The features of the transportation industry of 2014 included promotion of top level design, proactive
exploration of the lower level, positive interaction between upper and lower levels, as well as the major
advance of the industry.

In this Year, the development in Sichuan was stable and solid with material progress in adverse
circumstance. As a major economic province in Western China, Sichuan was still facing pressure including
slowdown in growth, shift in momentum and others. Therefore, Sichuan Province strictly adhered to the
general keynote of seeking progress in steady development, and implemented all plans deployed by
the central government in due diligence. Through proactive implementation of a series of policies and
measures of “stabilizing growth and promoting development”, Sichuan Province focused on promoting
several major infrastructure projects. Accordingly, the postdisaster restoration and reconstruction went
well with powerful advancement of urbanization and gratifying changes in the economic structure. The
comprehensively deepening reform achieved a good start. As examined by the National Bureau of
Statistics, GDP of Sichuan Province amounted to approximately RMB2,853.67 billion in 2014, up 8.5%°
from last year based on comparable prices. The overall economy of the whole province operated steadily
and made progress in stable development.

Source: preliminary accounting results published by the National Bureau of Statistics.
Source: preliminary accounting results published by the Sichuan Provincial Bureau of Statistics.

Annual Report 2014 Sichuan Expressway Company Limited
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CHAIRMAN’S STATEMENT (CONTINUED)
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In this Year, the government gathered strength to achieve significant progress on the traffic in Sichuan
for its longterm development. Sichuan Province spared no efforts in enhancing the leading functions of
transportation planning. Upon completion of the preparation of a series of significantly special planning,
including the integrated three-dimensional transportation corridor planning in Sichuan Yangtze River
Economic Zone, the highway-waterway transportation planning of the Silk Road Economic Zone, the
integrated transportation planning of Tianfu New District and others, the development and planning
system of the transportation in the whole province improved continually. In accordance with the Planning
of Sichuan Province Expressway Network (2014-2030) (<)% S5 Q4915 21(2014-20304))),
the expressway mileage in the whole province will be 12,000 kilometers, which will firmly support the
future development of the regional economy and society. Meanwhile, the expressway construction and
management in the whole province also made new breakthroughs: As at the end of 2014, the total
mileage of expressways completed and constructed in progress exceeded 7,200 kilometers; the total
length of expressways open to traffic surpassed 5,500 kilometers, ranking the top five in the country and
the first in Western China. Accordingly, a framework expressway network has been basically formed in
the province®; the expressway electronic toll collection system (ETC) commenced operation, indicating the
rapid development of smart transportation construction. As at 31 December 2014, 488 ETC special lanes
were opened in the whole province, the number of users of ETC exceeded 170,000 people and the traffic
flow of ETC exceeded 4 million vehicles®. Moreover, the province issued the Management Measures on
Expressway BOT Projects in Sichuan Province ((PU)I|%& & i® A FBOTIE B EIE %)) to further optimize
the expressway construction and management model. In this year, 34 expressway BOT projects in the
whole province successfully aftracted investors with a total length of 3,399 kilometers and investment
amount of RMB295.2 billion, ranking the first in the country® in terms of investment amount.

It is also a year for implementation of diversified development strategies by the Group and a harvesting
year after working on the quality and efficiency of “five major segments”.

The Group adhered to the guidance of the existing strategic principles and carried out all works centering
on the annual operational target. Through innovative management and strengthened measures, the Group
made considerable progress in operating management, engineering construction, business expansion,
capital operation and corporate governance, efc.

Source: Department of Transportation of Sichuan Province.
Source: Department of Transportation of Sichuan Province.
Source: Department of Transportation of Sichuan Province.
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CHAIRMAN’S STATEMENT (CONTINUED)

In aspect of operating management, the Group enhanced and optimized the Operation and management
of the existing assets, and recorded steady growth in operating results. In this Year, the Group'’s total assets
and net assets reached approximately RMB28,803 million and RMB12,367 million respectively, while the
Group recorded a net revenue of approximately RMB9,420 million, and profit attributable to owners of
the Company of approximately RMB976 million respectively. In particular, net toll income amounted to
approximately RMB2,671 million, up 5.71% year-on-year, while other net income (including income from
construction and sales of energy) amounted to approximately RMB6,749 million, up 11.68% year-on-year.

In aspect of engineering construction, the Group put great emphasis on duration of project construction
works and quality of works, which means the project was completely under control. In addition, the Group
created an exemplary project with high quality: “Decorative concrete formwork plug bodies of water (%
B 7KCRER T BRI TEM )" of Suiguang-Suixi Expressways BOT Project obtained the national new
utility patent certificate. The Group precisely managed projects under construction: Shuangliu BT, Renshou
Avenue, Renshou Shigao and others promoted steadily, the engineering quality, safety, cost and progress
of which were all under control.

In aspect of business expansion, the Group explored multi-business operation in an active manner and
strived to develop new profit growth points. Accordingly, the Group increased quality projects reserve
and traced the progress of target projects closely. The Group won the bidding for Renshou Avenue,
Renshou Shigao and other construction works and successfully won the bidding for the land use right
of approximately 190,000 square meters state-owned construction land in Renshou County to steadily
promote the Renshou Property Development Project. Furthermore, the Group innovated the operational
models of service area and advertising media, newly added operational projects of special local product
sales and constructed LED and LCD new media release platforms. Through expansion of the sales business
of fuel oil and others, we strengthened the sales of refined oil.

Annual Report 2014  Sichuan Expressway Company Limited
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CHAIRMAN’S STATEMENT (CONTINUED)
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In aspect of capital operation, the Group innovated investment and financing measures to obtain new
achievements in investment and financing businesses. Through successful issuance of the first tranch
of medium term notes of RMB300 million in 2014, optimization of tenor design of CNH loans, and
preparations of issuance of corporate bonds, etc., the Group broadened the low-cost financing channels.
By means of participating in the establishment of Zhongxin Company through the platform of its subsidiary,
the Group reinforced asset management and project investment functions. In addition, the Group
participated in establishing Chengyu Development Foundation to launch equity investment and relevant
consultancy businesses.

In aspect of corporate governance, the Group enhanced the establishment of the internal control system
to continuously upgrade the standards of corporate governance. By means of intensifying the publicity,
implementation and training of the Internal Control Manual, the Group promoted the standardized
implementation of internal control. Through optimization of the corporate governance system, the Group
carried out management in accordance with laws and regulations. In order to deepen the internal
supervision and management, the Group revised and optimized the Management Measures of Bidding
and Tendering ((FRIFIZE IR #E%)), the Fund Supervision and Management Measures ((& & E5E & 12 i
%)) and the Target Management Measures of Operation Management Units (& @& IR B (i B 1ZE B I
%)), With the aim of optimizing the human resources management system, the Group stipulated Interim
Measures on Managing Middle Management Staff (R E R A B E A 1T798%)) and Interim Measures
on Employee Recruitment, Deployment and Management ({8 TR 8 FE EIBATHEE)). In addition,
we also set up Inspection and Supervision Department to reinforce the toll collection and inspection work
relating to expressways. In order to consummate the corporate governance system, the Group revised the
Articles of Association to further clarify the priority and order of profit distribution methods.

Prospects and Strategy

Reviewing the past, the trials and endeavors are still fresh in our memory. Looking forward, we set sail to
chase our dreams accompanying with challenges and opportunities.

From the aspect of macro-economic environment, China’s economy has been growing at a moderate
but relatively high pace after maintaining rapid growth for over three decades while the economic
development entered the new normal stage. The economy of China tended to evolve toward a more
advanced and sophisticated form with more reasonable structure. On the other hand, a series of national
development strategies were steadily carried forward, including the “One Belt, One Road”, Yangtze River
Economic Zone, Pilot Free-Trade Zones and Western Development. These policies together will ensure
to at least achieve the minimum goal of economic development, release internal potential, elevate the
constraints, and therefore vigorously boost the growth potential of economy. The fundamentals of domestic
economic growth are expected to be in a good momentum, which will present a broad space for the
Group to develop. However, in the meantime, the downward pressure on the economy in the short term
cannot be neglected as it objectively restrains the transportation demand and increases the uncertainties
in the traffic flow of toll road projects and the growth in toll income, which no doubt poses operation
pressure to the Group.

Sichuan Expressway Company Limited Annual Report 2014



CHAIRMAN’S STATEMENT (CONTINUED)

For the regional economic development, facing the increasingly complicated and tougher macro economy
both at home and abroad in recent years, Sichuan Province deepened the strategies of “Multi-points and
Multi-poles” Development (% %% 1% 3z # % [E), “liang Hua” Interaction (“M{t"E &), balanced urban
and rural development and innovation-driven development, thanks to which, the economy maintained
a sustainable and sound development throughout the province. With the duly implementation of the
strategic plans of the Silk Road Economic Belt and the Yangtze River Economic Belt, Sichuan Province,
as an essential front and a major supporter where these two major strategies develop synergistically, will
leverage its geographic advantages to proactively integrate itself into the national strategy and further
strengthen and vitalize the regional economic development, which will help to stabilize the total traffic
volume and maintain the sustainable development of the transportation industry in the region. In the
future, the promotion of the two major economic strategies, the construction of the Tianfu New District
with national standards and the implementation of the Plan of Integrated Traffic Corridor for Yangtze River
Economic Belt in Sichuan Province (IM)I|& RITLFETEERE LB M ERIRE T Z) certainly will bring
about a new boom of transportation infrastructure construction and offer more room for the Group to
develop the infrastructure investment and construction business.

As for the development prospect of the industry, first and foremost, as transportation is a fundamental,
leading and service industry that supports the national economic development, it is unlikely for the state
to pull back its political efforts on transportation construction. The gradually improved transportation
infrastructure and increasingly diversified traffic means and transportation options provide various choices
for public travel and cargo transportation. In the meantime, they also pose numerous competitions and
challenges to the expressway sector to a large extent. Secondly, given that the downward pressure on
macro economy is intensifying, risk factors that restrict the development of expressways are emerging.
Rigid constraints such as capital, resources, environment, land and labor are obviously tightened while
costs incurred from highway construction, management and operation keep rising, causing difficulties to
the development of highway companies. Thirdly, with the preliminary established expressway network and
the profound changes in social life in China, the policy environment of expressway sector has undergone
significant changes. The successive implementation of various free-pay policies and preferential policies,
from green channel to toll waiver for sedans during public holidays, from toll waiver at all the secondary
highways to providing more favorable rates on the collection of fees for trucks of particular types, further
affect the operation performance of the expressways of the Group. However, it should be noted that
the core component of industry development in the future is shifting to the construction of an integrated,
green and intelligent transportation system. The Opinions on All-round and In-depth Reform of Traffic and
Transportation ((ERZ2EFERBEHNENER)) was promulgated while the new Regulations on
Administration of Toll Roads ({UgE REEEIRIEHIY) is in the process of public consultation and will be
published soon. In this context, the standardized management of the industry will be enhanced through
deepening industry reform and continuously improving and upgrading the industry policy, which will
facilitate the sound development of expressway industry in the long run.

We will take actions after adequate consideration based on logical thinking. We believe that achievements
come from strong will while diligence is the key for business expansion.

7 Liang Hua: means new industrialization and new urbanization.

Annual Report 2014 Sichuan Expressway Company Limited
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CHAIRMAN’S STATEMENT (CONTINUED)
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In 2015, the Group will energetically promote the implementation of strategic plans through reform and
innovation and streamline management. In addition to consolidating and developing the principal business,
it will also proactively explore and develop the sectors and businesses which are closely related to the
expressway sector and the core business of the Company. Firstly, the Group will continue to consolidate
the fundamental function of toll roads and bridges sector in the development and transformation of
the Group and utilize the stable and abundant cash flow generated there from to finance relevant
diversified development of the Group. Secondly, the Group will, relying on its expressways, strengthen
its cooperation with the local governments along the expressways, bring into play its advantages in
finance, location, brand and construction, and actively participate in city operation businesses such as
urbanization and construction of municipal infrastructure, land consolidation and rehabilitation,construction
of security housing, characteristic construction of cities and towns, efc., to build up the brand of city
operation. Thirdly, the Group will give full play to its advantage in the Grade A construction quality
of Trading Construction Company, actively expand to the upstream of the industrial chain of transport
construction, gradually expand its business to the fields of intelligent transportation, construction materials,
large maintenance equipment and core technologies, and enhance the technological content and core
competitiveness of road construction and maintenance, creating a firstclass construction enterprise for
expressway construction and maintenance and urban infrastructure construction. Fourthly, the Group will
expand cooperation with relevant enterprises in the field of new energy, accelerate the upgrading of
cultural media advertising, change the business model, innovate marketing means and improve profitability
in the future. At the same time, the Group will vigorously explore various financing and investment
channels, deepen cooperation with professional investment management organization, exert the function of
equity investment and adopt the developmentalmode of “driving finance with industry, promoting industry
with finance”, to combine industrial capital and financial capital at different levels interactively through
various approaches and further expand the financial investment business.

On the long way of business development, we can feel the great responsibility on our shoulders. As
the development of the Group has stepped into a new stage, we will, adhering to the guidance of
development strategy, carried out work assiduously and steadily with more intelligence and courage as
well as tougher determination and will, striving to become a large infrastructure group company with
prominent core competitiveness, balanced industrial layout and standardized modern corporate system.
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MANAGEMENT DISCUSSION AND ANALYSIS

I. BUSINESS REVIEW AND ANALYSIS

(1) Results overview

The Group is principally engaged in the investment, construction, operation and management
of road infrastructure projects in Sichuan Province, the PRC, and implements diversified
operation which is highly related to our main business. The business covers five major
segments, namely the “toll roads and bridges”, “city operation”, “construction”, “energy and
cultural media” and “financial investment”. During the Reporting Period, due to the impact
of increase in cost of road maintenance and finance cost of the Group, governance of over-
limit and overload and toll-by-weight preferential policy for freight trucks and other factors,
the overall profit of the Group declined to certain extent. The Group’s overall toll income
remained a steady growth benefiting from the natural growth of traffic flow brought about by
the economic development in the regions along expressways under the Group, the gradual
elimination of the adverse impact of “4.20 Lushan Earthquake”, the effective measures taken
by the Company to increase revenue and reduce expenditure, and other comprehensive
factors, which consolidated the foundational status of the segment of toll roads and
bridges in the diversified development strategy of enterprise. Meanwhile, the Group stably
progressed a diversified and strategic layout, and accelerated the cultivation of new business
growth drivers, resulting in a steady growth in the Group’s total operation income, and
strengthened the Group's overall anti-risk capability.

In this Year, the net revenue of the Group amounted to approximately RMB9,420,153,000,
representing an increase of approximately 9.92% vyear-on-year, among which the net
toll income amounted to approximately RMB2,671,233,000, up approximately 5.71%
year-on-year; the net revenue from construction contracts amounted to approximately
RMB4,396,081,000, up approximately 16.87% vyear-on-year (including the construction

Gan Yongyi

Vice Chairman and General Manager
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

contracts revenue of approximately RMB2,881,848,000 from Suiguang-Suixi Expressways
BOT Project, which was recognized according to the HKFRSs, down 4.65% year-on-
year); the net revenue from operation of gas stations along the expressways amounted
to approximately RMB2,302,019,000, representing an increase of 2.43% year-on-year;
Revenue from other income and gains amounted to approximately RMB124,059,000,
down 20.05% yearon-year. The profit aftributable to the owners of the Company
was approximately RMB975,999,000, representing a decrease of 3.86% year-on-
year. Basic earnings per Share were approximately RMB0.319 (2013: approximately
RMBO0.332). As at 31 December 2014, the Group’s total assets amounted to approximately
RMB28,803,105,000 and net assets amounted to approximately RMB12,367,402,000.

During the Reporting Period, the income and profit of the Company and its major
subsidiaries are as follows:

Year-on-year Year-on-year
increase/ increase/
Income for decrease in (decrease)
2014 (after income Profit/(loss) in profit/(loss)
revenue taxes) for 2014 for 2014 for 2014
(RMB’000) (%) (RMB’000) (%)
The Company (nofe 1) N/A N/A 3,204 N/A
Chengyu Branch (nofe 2) 807,126 N/A 298,838 N/A
Chengya Branch 761,678 15.71 367,068 26.92
Chengren Branch (nofe 3) 565,867 25.76 10,184 (113.72)
Chengle Company 448,310 12.02 228,808 17.30
Chengbei Company 88,562 6.45 34,776 6.41
Trading Construction Company (nofe 4] 3,073,724 46.93 133,874 38.65
Shugong Testing Company 30,900 24,67 1,914 102.04
Shunan Company (note 5) 70,359 (73.37) (9,778) (130.47)
Renshou Shunan Company 65,372 N/A 10,250 N/A
Shuhong Compan 84,320 103.11 18,854 (7.30)
Shurui Company Zwre 4 46,689 N/A 589 2,228
Shusha Company 26,683 7.45 12,677 41,94
Chengyu Advertising Company 4,459 6.78 (23) 49.67
Shuhai Company (nofe 7) N/A N/A (2,128) (122.26)
Chengya OirCompcny 638,298 4.19 27,160 50.35
Zhongﬁj Energy Company 1,681,574 0.95 24,639 47.62
Renshou Landmark Company (nofe 8] N/A N/A (111,214) 202,71
Suiguang Suixi Company (note 9] 2,881,848 (4.65) N/A N/A
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Notes:

For the purpose of this table only, the Company refers to the headquarters of the Group. The profits for
the Year exclude dividend income of associates, subsidiaries and available-for-sale investments. While
calculating the profits of Chengyu Branch, Chengya Branch and Chengren Branch, 15% income taxes
were taken into consideration.

Assets were separated from the Company to establish the Chengyu Branch and the change in business
registration was completed in April 2014. The revenue decreased due to factors including diversions of
road network.

Chengren Expressway came into operation in September 2012. Due to the completion of its extension
lines and the continuous improvement of supporting facilities, this Year the traffic volume of Chengren
Expressway saw an apparent growth.

The data of Shugong Testing Company, the subsidiary of Trading Construction Company, is presented
separately.

Shunan Company established its wholly-owned subsidiary, Renshou Shunan Investment Management
Company Limited, in March 2014, whose data is presented separately. The profit of Shunan Company
dropped in this Year due to the significant decrease in revenue and increase in expenses, leading to
loss position.

Shurui Company, the subsidiary of Shuhong Company which was acquired in September 2013, is
formerly known as Chengzhi Tongsheng Company and its data is presented separately.

The data of the two subsidiaries of Shuhai Company: namely Zhonglu Energy Company and Shuhong
Company, is presented separately in the table. Shuhai Company recorded a loss for the Year due to
the loss in investment income of new-established joint venture, and the significant decrease in other
income and an increase in administrative expenses.

Renshou Landmark Company was incorporated on 24 May 2013 and has been in operation for only
half a year in 2013. Due to the engagement in the pre-sale campaigns and the stage of the property
development, the selling expense and finance costs increased significantly, resulting in a rise in loss.

Suiguang Suixi Company is still in its construction period, and revenue realised represented that from
construction contracts of Suiguang Suixi Expressways BOT Project.

&  al
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

() Operating conditions of the “toll roads and bridges”
segment of the Group

During the Reporting Period, the operation conditions of the expressways under the Group
were as follows:

Converted average daily traffic flow Toll income (before revenue foxes)
[vehicles (RMB'000)

Item Shareholding Increase/ Increase/
percentage 2014 2013 (decrease] 2014 2013 (decrease]

(%] (%] (%]

Chengyu Expressway 100 21,552 19,532 10.34 835,794 968,456 (13.70)
Chengya Expressway 100 30,088 21,103 42.58 788,160 681,170 1571
Chengren Expressway 100 28,704 21,558 33.15 585988 465916 2577
Chengle Expressway 100 27,569 21,929 2572 464,233 414419 12.02

Chengbei Exit Expressway

(including Qinglongchang Bridge] 60 38757 35731 847 91,693 86,180 6.40

In 2014, the toll income (before revenue taxes) of the Group was approximately
RMB2,765,868,000, representing an increase of approximately 5.72% as compared with
last year. The percentage of the toll income to the Group’s total revenue (after revenue taxes)
was approximately 28.36%, representing a decrease of approximately 1.12 percentage
points when compared with 29.48% last year. During the Reporting Period, the following
factors constituted combined effects on the operating performance of the Group’s business of
toll roads:

(1)

(2)

Regional economic development facilitated the increase in demand for transportation.
In 2014, Sichuan Province Government delivered its works generally at a moderate
but improving pace, as well as deeply implemented three main development
strategies. The entire province realized a gross regional product of approximately
RMB2,853.67 billion, representing a year-on-year increase of approximately 8.5%.
Generally speaking, the economy of the province was developing stably, and the
trend of progress in stabilization was shown, driving restorative growth of the traffic
flow of the Group’s expressway projects to a certain extent.

In the same period last year, Sichuan Province was continuously hit by natural
disasters such as earthquake and rainstorm, and the production and operation
activities of many enterprises within the province as well as the frequent travel of
residents were affected. At the same time, the disaster relief emergency mechanism
of government was executed and toll free policy was implemented for certain
expressways of the Company after the earthquake, which affected the operating
efficiency of the Group's expressways for the corresponding period last year.

Annual Report 2014 Sichuan Expressway Company Limited
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(3)

(4)

(%)

In 2014, the toll free disasterrelief vehicles substantially decreased and the
subsequent post-disaster reconstruction project stimulated the demand for highway
traffic in Sichuan. As the major traffic arteries in Sichuan Province, the Group’s
expressways played an important role in post-disaster reconstruction in Sichuan
Province. In particular, traffic volume of Chengya Expressway, being the main artery
for the connection between the quake-stricken area and Chengdu Plain, recorded a
significant growth.

2014 is the “year for comprehensive improvement of and assaulting fortified position
in road traffic safety” for Sichuan Province. The governance of overlimit and overload
of expressways was carried out throughout the province in full swing since 21
December 2013. The abnormal loading freight trucks were advised to return, which
rendered some freight trucks choose normal roads, resulting in a decrease in the
traffic volume of freight trucks on highways.

Since 15 January 2014, Sichuan Province required all on-line toll stations and open
truck weighing station of toll roads in the province to provide preferential policies to
legitimate transport vehicles with normal loading: toll was collected at 80% of the
basic toll rate of the toll-by-weight for two-axle and three-axle freight truck, and 70%
for four-axle freight truck and those with more than four axles; at 70% of the basic
toll rate for normal container loaded vehicles with normal loading; toll free for normal
loading vehicles transporting fresh agricultural products. The implementation of this
preferential policy further reduced the toll income from an individual freight truck.

NS
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(6)

The operating performance of the expressways of the Group was also affected either
positively or negatively by the changes of circumjacent competing or cooperative road
networks as well as the maintenance and repairing works conducted on circumjacent
roads. During the Reporting Period, the Group’s expressways were affected by such
factors to various extents:

Changes in expressway networks — As the Chengdu-Zigong section, Zigong- Luzhou
section and Luzhou-Chishui section of ChengZiluChi (Chengdu-Zigong-Luzhou-Chishui)
Expressway were completed and open to traffic in September 2012, September
2013 and June 2014 respectively, Suining-Ziyang section, Ziyang-Meishan section
(completed in June 2013 and November 2014 respectively), and the Luyu (Luzhou-
Chonggqing) Expressway (completed on 3 June 2013) of SuiZiMei (Suining-Ziyang-
Meishan) Expressway, LeYa (Leshan-Ya'an) Expressway (completed on 12 September
2013) and LleZi (leshan-Zigong) Expressway (completed on 30 December 2013)
were open to fraffic successively, the expressway network of southern Sichuan began
to take shape. The interconnection and improvement of the road networks led to
corresponding changes in the traffic distribution and composition in the region and
had impact on the Group’s expressways to various extents, of which the impact of
the diversion of ChengZiluChi Expressway on Chengyu Expressway was the most
obvious. The growth of traffic volume of Chengren Expressway, as the Group’s new
section open to traffic, was obvious due to the completion of extensions in succession
and the continuous improvement of supporting facilities of expressway.
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(7)

Local parallel highways opening to traffic — On 28 January 2014, Chengdu-Jianyang
Fast Line was open to traffic. Interchange overpasses and intersections were set along
the fast line to allow vehicles to go to nearby townships and towns. The line is the
shortest highway between Chengdu and Jianyang among all existing highways. Since
it is a convenient, rapid and toll free highway, many large freight trucks chose this
fast line as the driving line, which had certain impact on Chengyu Expressway.

Renovation construction works on circumjacent roads — From May 2013 to end of
May 2014, the main highway from Pengshan Exit of Chengle Expressway to the
county seat of Pengshan was closed due to the construction of Chengmianle intercity
rail, leaving vehicles near Pengshan heading for and from Chengdu and Lleshan
to travel through Qinglong Station or Meishan Station, leading to a decrease in
the traffic volume at Qinglong-Meishan section of Chengle Expressway during the
construction period.

During the Reporting Period, the toll-free travel for small passenger vehicles on major
festivals and holidays policy was continually implemented. A total of twenty days of
toll free days including the Chinese New Year, Ching Ming Festival, May Day and
National Day had an impact on the Group's toll income.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

(Ill) Operating conditions of the “Construction” segment and
“City Operation” segment of the Group

“Construction” is a mature business of the Group and “City Operation” is an emerging
business established by the Group at the current stage. Depending on the professional
expertise and experience in the field of construction accumulated for the past many years
and relying on the good cooperation between the Company and the local governments along
the Group’s highways, the Group will bring into play its advantages in finance, location
and brand to vigorously expand its business of highway construction, urban infrastructures
and property development along the highways, so as to promote the extension into related
upstream and downstream industries and achieve overall improvement in the Group’s
efficiency. At present, projects invested and constructed by the Group mainly include:

(1) Suiguang-Suixi Expressways BOT Project

At the 2012 first extraordinary general meeting of the Company held on 13 January
2012, the investment in Suiguang-Suixi Expressways BOT Project was considered and
approved. According to the preliminary design document of the project, its total length
is approximately 164.826km with an operation period of 29 years and 336 days,
and the approved estimated preliminary investment is approximately RMB11,887
million. In July 2012, the Company established Suiguang Suixi Company to be in
overall charge of the preparation, construction, operation, management and transfer
of Suiguang-Suixi Expressways BOT Project. From the date of its commencement of the
construction to 31 December 2014, a total of approximately RMB6.125 billion has
been invested, accounting for approximately 51.53% of the estimated total investment
of the project.
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(2)

Renshou Land-linked Pilot BT Project

On 28 January 2011, the proposal in relation to the investment in Renshou Land-
linked Pilot BT Project was considered and approved by the Company. In July 2011,
Shuhong Company was established to take charge of the implementation of this
project. The Renshou Landlinked Pilot BT Project, with an estimated total investment of
approximately RMB280,270,000, is located at Gaotan village, Wenlin Town (where
the county government is located), Renshou County, Sichuan Province which involves
a land area of approximately 4,848 mu. The investment includes relocation of
farmers’ houses, settlement of “San Tong Yi Ping” (=3 —F, generally referred to as
site clearance and resettlement, connecting temporary water and electricity supply to
the site and road connection to the site) as well as construction of ancillary municipal
roads, resettlement houses (including preparation work) (approximately 112,700
sq.m.) and ancillary facilities at the resettlement community. From the date of its
commencement of the construction to 31 December 2014, a total of approximately
RMB218 million has been invested in Renshou Land-linked Pilot BT Project, accounting
for approximately 77.85% of the estimated total investment of the project.
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(3)

(4)

(5)

Shuangliu West Airport Phase VI BT Project

On 13 January 2012, the Company considered and approved the resolution in
relation to the investment in and construction of Shuangliv West Airport Phase VI BT
Project, and approved Shunan Company to be the project company responsible for
the preparation, construction and transfer of the project. On 17 January 2012, the
Company won the bid to undertake the project, content of which includes a total of
4 roads, i.e. south extension line of Aviation Avenue, the road on the east side of
Rayspower, Airport Road No. 4 and the west extension line of Industrial Park Avenue,
with a total length of approximately 8.84 km. The estimated total investment amount
is approximately RMB616,070,000, including land requisition and relocation fee
of approximately RMB163,030,000 and expenditures for road construction and
installation of relevant facilities of approximately RMB453,040,000. From the date of
its commencement of the construction to 31 December 2014, a total of approximately
RMB309 million has been invested in Shuangliu West Airport Phase VI BT Project,
accounting for approximately 50.17% of the estimated total investment of the project.

Shuangliv Zongbao BT Project

On 28 March 2012, the Company considered and approved the resolution in
relation to the investment in Shuangliv Zongbao BT Project, and approved Shunan
Company to be the project company responsible for the preparation, construction
and transfer of the project. On 6 April 2012, the Company won the bid to undertake
the project, which includes 2 roads, i.e. Qinglan Road and the south extension line
of Shuanghuang Road, with a total length of approximately 3.23 km. The estimated
total investment amount is approximately RMB279,630,000, including land requisition
and relocation fee of approximately RMB79,370,000 and expenditures for road
construction and installation of relevant facilities of approximately RMB200,260,000.
From the date of its commencement of the construction to 31 December 2014, a total
of approximately RMB187 million has been invested in Shuangliv Zongbao BT Project,
accounting for approximately 66.87% of the estimated total investment of the project.

Real Estate Projects in Chengbei New Town of Renshou
County

On 30 January 2013, resolution in relation to participation in the bidding for the
land use rights of three stateowned construction land parcels in Chengbei New Town,
Renshou County, Meishan City, Sichuan Province for the investment and development
of real estate projects was approved by the Company. On 22 February 2013, the
Company won the bid for the land use rights of such land parcels (with a total site
area of 235,558.10 sq.m.) at a price of RMB920,160,000. In May 2013, Renshou
Landmark Company was established to take full charge of the development and
construction of the real estate project in Chengbei New Town, Renshou County. During
the Reporting Period, Renshou Landmark Company proactively launched the rules
and progress reporting, constantly improved the planning and design and explored
marketing capacity and comprehensively promote the project series of the “Times
in North Town” (“4t#BE1X") on one hand; and paid positive attention to the land
market development in Renshou County and seized proper opportunities to increase
land reserves. On 15 May 2014, the Company won the bid for the land use rights of
five state-owned construction land parcels (with a total site area of 194,810.52 sq.m.)
in Chengbei New Town at a price of RMB787,100,000. At present, the reporting on
rules and construction, the image and progress of construction and marketing tasks of
the project are stably advancing.
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(6)

(7)

Construction projects of Gaotan Water Park in Renshou
County, Tianfu Renshou Avenue, etc.

On 3 January 2014, the Company considered and approved the investment in the
construction projects of Gaotan Water Park and Tianfu Renshou Avenue in Renshou
County, etc. On 15 January 2014, the Company won the bid to undertake such
projects, and on 28 January 2014, the Company entered into the Investment and
Construction Contract in relation to the engineering construction projects including
Gaotan Water Park, roads in the area of Gaotan Reservoir, landscape engineering
of Central Business Avenue, Tianfu Renshou Avenue, underneath channel of Lingzhou
Avenue and Renshou Avenue extension. The total estimated investment in these
projects amounted to approximately RMB2,472 million (subject to the final financial
assessment price, exclusive of land requisition and demolition costs and upfront fee.
Relevant preliminary work, e.g. land requisition and demolition, and expenses were
borne by the tenderee.) The business registration of Renshou Shunan Company, the
company that is fully responsible for the project, has been completed. At present, the
landscape project of Central Business Avenue and the extension project of Renshou
Avenue had commenced construction, and the tender work of other parts of the
projects is under orderly progress.

Road engineering project of Renshou Shigao Economic
Development Zone, Tianfu New District

On 3 January 2014, the Company considered and approved the investment in the
road engineering project of Renshou Shigao Economic Development Zone, Tianfu New
District. On 17 January 2014, the Company won the bid to undertake the project,
and on 28 January 2014, the Company entered into the Investment and Construction
Contract in relation to the engineering construction projects including section Il of
Shigao Avenue in Renshou Shigao Economic Development Zone, Tianfu New District,
Gangtie Avenue, Qingshui Road and Ring Road (including road maintenance project
of Artery No.1), south section of Zhanhua Road (including the business street and
Quanlong River levee project) and Llogistics Avenue (including storm sewage pipe
network project of Huahai Avenue). The total estimated investment in these projects
amounted to approximately RMB780 million (subject to the final financial review
price). At present, the project is in the charge of Renshou Shunan Company, financial
review of certain sub-projects has been finished and the preliminary preparation for
the construction work is under orderly progress.
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(IV) Operating conditions of the “financial investment”
segment of the Group

Financial investment is a business type established by the Group in the principle of
integration of industry and finance, aiming at turning its credit and product advantages into
financial advantages. While securing low-cost capital through diverse means, the Group
will deepen the cooperation with professional investment management institutions, give play
to the functions of equity investment, adopt the development mode of “driving finance with
industry and promoting industry with finance”, interactively combine industrial capital and
financial capital in a multiple way in multiple levels, and expand industrial and financial
businesses. Currently, the Group’s major investment and financing work conditions are as
follows:

(1)

(2)

(3)

Medium-term notes

On 23 May 2014, the Company completed the registration for its RMB1.5 billion
medium-term notes, and on 17 July 2014, successfully issued the 2014 first tranche of
medium term notes of RMB300 million at a par value of RMB100 for a term of “5+5”
years, together with an option for the issuer to increase the coupon rate at the end of
the fifth year and a sell-back option for investors, at issuance interest rates of 6.30%.
The notes created the longest record for financing terms of Sichuan enterprises in
the inter-bank bonds market, and the issue price for the 5+5-yearterm notes was
lower than the interest rate of 10-yearterm notes. Moreover, the enterprise could
choose whether to extend the financing term at the end of the fifth year based on the
availability of proceeds and the consequent financing costs, which will retain a great
degree of flexibility in funding arrangement.

Offshore bank loans

In the first half of 2014, the Company successively entered into offshore loan contracts
with Singapore Branch of Bank of China for an offshore loan of RMB300 million
and Singapore Branch of Agricultural Bank of China for an offshore loan of RMB194
million respectively. As at 31 December 2014, the two aforesaid RMB-denominated
offshore loans had been fully drawn down by the Company.

Medium-long term syndicated loan

In order to guarantee the construction funds for Suiguang-Suixi Expressways
BOT Project are funded in time, upon approval by the Company, the syndicated
loan contract in relation to Suiguang-Suixi Expressways BOT Project with China
Development Bank as the leading bank was entered into in December 2013. The
total syndicated facilities amounted to RMB8,330 million. The lending banks included
China Development Bank, China Construction Bank, Industrial and Commercial Bank
of China and Postal Savings Bank of China. As at 31 December 2014, an aggregate
of RMB3.256 billion of the loan has been drawn down by the Company.
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(V)

(4) Industrial investment funds

On 24 December 2013, the Company considered and approved the resolution in
relation to the cooperation with Development Investment Company in carrying out
industrial investment funds related business, pursuant to which, Shuhai Company, a
wholly-owned subsidiary of the Company, and Development Investment Company
made joint contribution to establish Zhongxin Company with the registered capital of
RMB10 million. Each party contributed RMB5 million and held 50% equity interest in
the company, respectively. Zhongxin Company had completed industry and commerce
registration on é January 2014 and its business scope includes assets management,
project investment and investment consultation. On 19 June 2014, the Company
and Development Investment Company and Zhongxin Company entered into a
partnership agreement in relation to the joint contribution to establish of Chengyu
Development Fund (Fg13 = E &). The total contribution is RMB610,000,000, of
which the Company, Development Investment Company and Zhongxin Company
should contribute  RMB300,000,000, RMB300,000,000 and RMB10,000,000
respectively. Business registration of Chengyu Development Fund was completed on
the same day and its business scope covers equity investment and relevant advisory
service in relation to non-public transactions involving equity of listed enterprises, non-
public offering of equity of listed enterprises, etc.. Currently, the team of Chengyu
Development Fund has been basically established, and the commencement work of
the project is under progress in a proactive manner.

(5) Proposed issuance of corporate bonds

In order to broaden financing channels and reduce finance costs, as well as raise
funds for the medium and long term development of the Company and ensure
the continuous and stable growth of the operating efficiency of the Company, the
Company convened an extraordinary general meeting on 5 February 2015, with
reference to the analysis on the current bond market and the capital needs of the
Company. At the meeting, the Company considered and passed the resolution in
relation to the issuance of corporate bonds, with a term of five years of no more than
RMB1.5 billion.

Operating conditions of the “energy and cultural media”
segment of the Group

Energy and cultural media is a fastgrowing business of the Group in recent years and
mainly involves the operation of gas stations along the expressways of the Group and
management of assefs, service zones, advertisement, efc. along the expressways. During
the Reporting Period, the Group maintain a growth of revenue through integration of assets
along the expressways, improvement of service functions, and vigorous development of
sales of oil products, advertising, assets leasing, etc. During the Year, the Group recorded
a net revenue of approximately RMB2,302,019,000 (2013: RMB2,247,392,000) from
operation of gas stations along the expressways, representing an increase of approximately
2.43% over last year; and a net revenue of RMB50,820,000 (2013: RMB34,360,000) from
advertising and assets leasing services along the expressways, representing an increase of
approximately 47.90% over last year.
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Il. FINANCIAL REVIEW AND ANALYSIS

Summary of the Group’s Operating Results

2014 2013

RMB’000 RMB’000

Revenue, net 9,420,153 8,570,140

Including: Toll income, net 2,671,233 2,526,878

Construction contract revenue, net 4,396,081 3,761,510

Profit before tax 1,299,848 1,309,936

Profit attributable to owners of the Company 975,999 1,015,142
Earnings per share attributable to owners

of the Company (RMB) 0.319 0.332

Summary of the Group’s Financial Position

At 31 At 31

December 2014  December 2013

RMB’000 RMB’000

Total assets 28,803,105 23,989,082

Total liabilities 16,435,703 12,458,441

Non-controlling interests 601,375 526,138

Equity attributable to owners of the Company 11,766,027 11,004,503

Equity per share attributable to owners
of the Company (RMB) 3.848 3.599

Analysis of Operating Results

Revenue

The Group’s net revenue  for the Year amounted to RMB9,420,153,000 (2013:
RMB8,570,140,000), representing an increase of 9.92% over last year, of which:

(m The net toll income was RMB2,671,233,000 (2013: RMB2,526,878,000), representing
an increase of 5.71% over last year, mainly due to: regional economic development and
post-disaster reconstruction project stimulated the traffic demand in Sichuan Province; the
significant growth in traffic volume of Chengren Expressway, the Group’s new section open
to traffic. The above factors partially offset the negative impacts from competitive highways,
toll-free holiday policy and preferential policies for trucks. Please refer to pages 21 to 24
of this annual report for details of the main factors influencing the toll income of the Group
during the Reporting Period;

Annual Report 2014 Sichuan Expressway Company Limited



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

32

(2)

(3)

(4)

Construction revenue (before revenue taxes) recognized in respect of service concession
arrangements was RMB2,995,939,000 (2013:RMB3,191,552,000), representing a
decrease of 6.13% over last year. This mainly included RMB2,961,848,000 of construction
revenue (before revenue taxes) (2013: RMB3,126,568,000) from the Suiguang Suixi
Expressways and Chengren Expressway BOT projects and an aggregate of RMB34,091,000
of construction revenue (before revenue taxes) (2013: RMB64,984,000) from technical
renovation projects of Chengyu Expressway, Chengya Expressway and Chengbei Expressway
and reconstruction projects of gas stations and service zones along the expressways during
the Year;

Construction revenue of other construction and maintenance projects (before revenue taxes)
amounted to RMB1,505,838,000 (2013: RMB647,426,000), which was the construction
revenue recognized under the percentage-of-completion method in respect of the BT projects
and other construction projects.

The net revenue from operation of gas stations along expressways amounted to
RMB2,302,019,000 (2013: RMB2,247,392,000), representing an increase of 2.43% over
last year.

Other Income and Gains

The Group’s other income and gains for the Year amounted to RMB124,059,000 (2013:
RMB155,174,000), representing a decline of 20.05% as compared with last year. It was mainly
attributable due to the interests income from construction agreements and bank deposits, among
which: interests from the advance payment in respect of the BT projects of the Group recognized
amounted to RMB45,204,000 (2013: RMB76,096,000), and interest from bank deposits amounted
to RMB27,736,000 (2013: RMB24,469,000).

Operating Expenses

The Group’s operating expenses for the Year amounted to RMB7,771,157,000 (2013:
RMB6,976,363,000), representing a year-on-year increase of 11.39%, of which:

(1)

(2)

Construction contract costs recognized under the percentage-of-completion method in respect
of service concession arrangements were RMB2,799,958,000 (2013: RMB2,999,442,000),
representing a year-on-year decrease of 6.65%. This mainly included construction contract
costs of RMB2,766,832,000 (2013: RMB2,936,416,000) from Suiguang Suixi Expressways
and Chengren Expressway BOT projects and aggregate construction contract costs of
RMB33,126,000 (2013: RMB63,026,000) from technical renovation projects of Chengyu
Expressway, Chengya Expressway and Chengbei Expressway and construction projects of
gas stations and service zones along the expressways during the Year;

The construction costs recognized under the percentage-of-completion method in respect of
construction contracts amounted to RMB1,373,196,000 (2013: RMB551,556,000) which

mainly include construction costs of BT and other construction projects;
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(3)  Depreciation and amortization expenses increased by 5.94% from RMB519,520,000 in last
year to RMB550,358,000 this Year, which was mainly attributable to the annual increment
of the amortization of the service concession arrangements;

(4)  The cost of sales of refined oil and petrochemical products was RMB2,181,572,000
(2013:RMB2,161,428,000), which represented an increase of 0.93% as compared to last
year.

(5)  Staff costs increased by 13.70% from RMB468,649,000 in the previous year to
RMB532,865,000 this Year. This was mainly due to the increases in total salary, various
social insurances and housing accommodation fund paid in the Year to certain extent given
the the Group’s business expansion, the addition of controlled subsidiaries as well as the
increase in staff of the Group and increased average salary for the employees in Chengdy;

(6)  Costs of repairs and maintenance increased by 37.63% from RMB157,547,000 in the
previous year to RMB216,837,000 this Year, due to an increase in the costs for maintenance
of each of the expressways and facilities.

Finance costs

The Group'’s finance costs for the Year amounted to RMB484,800,000 representing an increase of
7.59% as compared to last year, principally attributable to (1) the issuance of the new medium-
term notes of RMB300,000,000; (2) the increase in the total interest bearing liabilities caused by
the net increase of foreign bank loans of RMB244,000,000 for satisfying the Company’s business
development and project funding requirements.

Taxation

The corporate income tax expense of the Group for 2014 amounted to RMB227,977,000,
representing a decrease of approximately 0.54% as compared to 2013. It was mainly due to the
slight decrease of total amount of profit before tax this Year as compared to the previous year,
which led to the slight decrease in income tax expense.

Profit

The Group’s profit for the Year amounted to RMB1,071,871,000, representing a decrease of 0.82%
as compared with RMB1,080,710,000 in the previous year, of which the profit aftributable to
owners of the Company was RMB975,999,000, representing a decrease of 3.86% as compared to
last year. This was mainly due to:

(1) Regional economy development, post-disaster reconstruction project and the operation of
Chengren Expressway resulted in a year-on-year increase in toll income from the Group’s
expressways, which partially offset the impacts due to unfavorable factors including the
increase in maintenance costs of roads, expenses for amortization for service concession
arrangements in respect and finance, etc., leading to an increase of profit by approximately
RMB11,637,000;
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(2)

(3)

(4)

During the Year, as Renshou Trading Landmark Company Limited underwent preparatory
work for the preliminary sales and was in the development and construction period of
property market, sales expense and finance costs both increased significantly, resulting in
the loss of approximately RMB107,588,000 for the Year, representing an increase in loss of
RMB71,920,000 compared with last year;

The construction contract business contributed additional profits of approximately
RMB29,618,000 for the Year;

Profits from operation of gas stations along expressways and advertisement leasing increased
by approximately RMB34,024,000 for the Year.

Analysis of Financial Position

Non-current Assets

As at 31 December 2014, the Group's non-current assets amounted to RMB21,541,634,000,
representing an increase of 13.02% as compared with the end of 2013. The increase was mainly

due to:

(1)

(2)

(3)

(4)
(%)

(6)

an increase of RMB2,995,939,000 in service concession arrangements (including a total
of RMB34,091,000 for technological renovation projects on road surface of Chengyu
Expressway, Chengya Expressway and Chengbei Expressway and construction projects
of gas stations and service zones along the expressways and RMB2,961,848,000 for
Chengren Expressway and Suiguang Suixi Expressways BOT projects);

a total of RMB550,358,000 in provision of depreciation and amortization;

a decrease of RMB21,767,000 in prepayment related to purchase and construction of non-
current assets;

an increase of RMB42,857,000 in available-for-sale investments;
an increase of RMB5,947,000 in investment in associates and joint venture; and

an increase of RMB5,216,000 in deferred tax assets.

Current Assets and Current Liabilities

As at 31 December 2014, the current assets of the Group amounted to RMB7,261,471,000,
representing an increase of 47.31% as compared with the end of 2013, mainly attributable to:

(1)

An increase of RMB1,825,147,000 in the closing balance of cash and cash equivalents
as compared with the end of 2013 due to the cash and cash equivalents used in operating
and investing activities, issuance of medium term notes by the Company in the Year, and
increases in external borrowings;
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(2) A decrease of approximately RMB4,273,000 in inventories as compared with the end
of 2013 mainly due to the increase of approximately RMB9,116,000 in oil reserves of
Zhonglu Energy Company and Chengya Oil Company, and an increase of approximately
RMB4,843,000 in the spare parts and construction materials;

(3)  An increase of approximately RMB247,485,000 in trade and other receivables as compared
with the end of 2013, mainly due to an increase of RMB288,110,000 in trade receivables,
an increase of RMB42,155,000 in interests receivables from deposits for guarantee,
and an increase of RMB189,762,000 in other receivables. Meanwhile, a decrease of
RMB36,699,000 in advance payment of fuel oil freight receivable, and a decrease of
RMB235,843,000 in advanced payment for land appropriation and relocation and accrued
interest as compared with last year.

(4)  Properties under development increased by RMB78,348,000 as compared with the end
of 2013, which was mainly aftributable to the property development costs in the Year. As
at 31 December 2014, the Group’s current liabilities amounted to RMB5,331,329,000,
representing an increase of 42.08% as compared with the end of 2013, mainly attributable
to: reclassification of non-current liabilities of RMB1,765,730,000 to be due within one
year, repayment of loans resulting in a decrease in bank and other interest-bearing loans
amounting to RMB969,364,000, increase of RMB18,268,000 in tax payable, and increase
of RMB764,409,000 in trade and other payables.

Non-current Liabilities

As at 31 December 2014, the non-current liabilities of the Group amounted to
RMB11,104,374,000, representing an increase of 27.55% as compared to the end of 2013, which
was principally attributable to an increase in five-year (or more) bank loan of RMB2,676,068,000,
an increase in two-year other loan of RMB80,001,000, and an increase of RMB300,000,000 in
medium-term notes. At the same time, repayment of part of the longterm loans resulting in a net
increase in bank and other interest-bearing loans amounting to RMB2,328,249,000 for the Year.

Equity

As at 31 December 2014, the Group's equity amounted to RMB12,367,402,000, representing an
increase of 7.26% as compared with the end of 2013, mainly attributable to: (1) profit for the Year
of RMB1,071,871,000 which increased the equity; (2) 2013 final dividend of RMB244,645,000
declared in the Year which decreased the equity; (3) an increase in equity of RMB30,170,000
due to the adjustment on the fair value of available- for-sale investments; (4) dividend paid to non-
controlling shareholders of RMB20,635,000 which decreased the equity.

Capital Structure
As at 31 December 2014, the Group had total assets of RMB28,803,105,000 and total liabilities

of RMB16,435,703,000. The gearing ratio, which was calculated as the Group’s total liabilities
divided by its total assets, was 57.06% (2013: 51.93%).
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Cash Flow

As at 31 December 2014, the closing balance of the cash and bank balance of the Group
amounted to RMB3,617,110,000 including approximately HKD111,000 (equivalent to
approximately RMB87,000), and approximately USD6,370,000 (equivalent to approximately
RMB39,557,000) deposits in U.S dollars, and approximately RMB3,577,466,000 cash and bank
deposits in Renminbi, representing an increase of approximately RMB1,825,147,000 over the end
of 2013.

During the Year, net cash flows used in operating activities amounted to RMB324,472,000
(2013: net cash outflow of RMB2,462,496,000), with an decrease in net cash flows of
RMB2,138,024,000 over 2013, which was mainly due to an increase of RMB53,385,000 in
deferred income in 2014 as compared to last year, a decrease of RMB357,814,000 in service
concession arrangements as compared to last year, and increase in trade and other receivables
by RMB223,326,000 and a decrease of RMB904,703,000 in properties development activities

expenditures as compared to last year.

Net cash outflow from investing activities of the Group amounted to RMB23,819,000 (2013: net
cash inflow of RMB143,060,000). It was mainly attributable to the proceeds received in 2013 from
disposal of the 49% equity interests in Trading Construction Company of RMB262,965,000, and
the decrease of RMB6,628,000 in interests and dividend receivables as compared to last year.

Net cash inflow from financing activities was RMB2,173,438,000 (2013: net cash inflow of
RMB2,290,723,000), representing a decrease of RMB117,285,000 over last year which was
mainly aftributable to the net increase of RMB401,524,000 in bank loans while, at the same
time, an increase of RMB192,605,000 in repayment of loan interests in the Year, a decrease of

RMB300,000,000 in new issuance of medium-term notes as compared to last year, and a net
decrease of RMB186,184,000 in other loans.

Capital Commitments

Details of the Group’s capital commitments as at 31 December 2014 are set out in note 35 to the
financial statements.

Risk of Exchange Fluctuation

Save that the Company needs to purchase Hong Kong dollars to distribute dividends to H Shares
Shareholders, the operating income and expenses as well as the capital expenditures of the Group
are mainly settled in Renminbi and thus the fluctuation in exchange rate does not have material
impact on the Group's results.

In addition, the Group had not used any financial instrument for hedging purposes during the
Reporting Period.
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Borrowings and Solvency

As at 31 December 2014, the Group's interestbearing bank and other loans amounted to
RMB13,014,028,000, all of which bore fixed interest rates. In particular, the balance of domestic
bank loans was RMB7,488,936,000, with annual interest rates ranging from 5.00% to 6.55%;
the balance of overseas bank loans was RMB3,773,000,000, with annual interest rates ranging
from 4.00% to 5.85%; the balance of other loans amounted to RMB152,092,000, with annual
interest rates ranging from 3.30% to 6.51%; and the outstanding medium term notes amounted
to RMB1,600,000,000, with annual interest rates ranging from 4.75% to 6.30%. The relevant
balances are set out as follows:

Maturity profile of interest-bearing borrowings

From

Total Within 1 year to Over

amount 1 year 5 years 5 years

RMB’000 RMB’000 RMB’000 RMB’000

Loans from domestic commercial banks 7,488,936 245,730 1,496,652 5,746,554
Loans from overseas commercial banks 3,773,000 1,750,000 2,023,000 =
Other loans 152,092 4,545 147,547 =
Medium-term notes 1,600,000 - 1,300,000 300,000
Total (2014-12-31) 13,014,028 2,000,275 4,967,199 6,046,554
Total (2013-12-31) 9,889,413 1,203,909 5,764,967 2,920,537

With the Group's steady cash flow, solid capital structure and sound credit records, the Group has
established and maintained favorable credit relations with financial institutions and enjoyed most
preferential interest rates for its loans. The Group has acquired bank facilities of RMB1,899 million
from financial institutions available for use in the following one to two years. In addition, in 2010,
China CITIC Bank Corporation Limited (Chengdu Branch) as leader and other eight banks carrying
out businesses in the PRC formed a bank consortium, which signed a loan contract with the Group
for a medium-long term loan of RMB4,890 million. Such loan is specially used for construction of
Chengren Expressway BOT Project. As at 31 December 2014, the balance of syndicated loan for
the project amounted to RMB3,906 million.

In 2013, China Development Bank (Sichuan Branch) as leader and other three banks carrying out
businesses in the PRC formed a bank consortium, which signed a loan contract with the Group for
a medium-long term loan totaled RMB8,330 million. Such loan was specially used in Suiguang-

Suixi Expressways BOT Project. As at 31 December 2014, the Company has withdrawn RMB3,256

million of such loan in aggregate.
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Contingent liabilities and pledge of assets

As at 31 December 2014, the Group's time deposits of RMB11,436,000 and RMB10,939,000,
respectively (2013: RMB11,144,000 and RMB10,639,000 respectively] were pledged to secure
Chengren Expressway BOT Project and Suiguang Suixi Expressways BOT Project respectively;
time deposits of RMB112,150,000 (2013: RMB112,150,000) was pledged for bank loans; and
has other pledged deposits amounted to RMB442,000 (2013: RMB4,530,000); the concession
rights to collect toll income pertaining to Chengle Expressway with the net carrying values of
RMB1,056,545,000 (2013: RMB1,102,194,000) were pledged to secure bank loans amounting
to RMB106,400,000 (2013: RMB106,400,000); the concession rights to collect toll income
pertaining to Chengren Expressway with net carrying value of RMB7,406,562,000 (2013:
RMB7,453,127,000) was pledged to secure the syndicated loan amounting to RMB3,906,436,000
(2013: RMB3,911,012,000); the concession rights to collect toll income pertaining to Chengya
Expressway with net carrying value of RMOB2,253,127,000 (2013: RMB2,408,484,000)
was pledged to secure the overseas syndicated loan amounting to RMB750,000,000 (2013:
RMB1,000,000,000); the concession rights to collect toll income pertaining to Suiguang Suixi
Expressways with net carrying value of RMB6,124,254,000 (2013: nil) was pledged to secure the
syndicated loan amounting to RMB3,256,100,000.

Save as disclosed above, the Group did not have any other contingent liabilities, pledge of assets
or guarantees as at 31 December 2014.

BUSINESS DEVELOPMENT PLANS

Based on our analysis and judgment of the business conditions, policy climate and our own
development status for 2015, and in line with our business targets for year 2015, we formulated
the following business plans:

(1) Adhere to the direction in the Group’s development strategies. The Company will further
implement and carry out diversified development strategy that is highly related to its principal
business. We will continue to strive to build up the five major segments and promote the
development of the segments of city operation, construction, energy and cultural media
and financial investments in a proactive and steady manner while keeping to refine and
strengthen toll roads and bridges, the principal business of the Company.

(2)  Strengthen management and enhance efficiency. Under a streamlined management, the
Company will well perform daily operation, management to ensure the achievement of the
operation targets of the Group. The Company will strengthen the effort to fee collection and
inspection fo guarantee there is no evasion but increase in toll receivables to further increase
the profitability of the major businesses of the Group. In addition, we will pay attention to
the maintenance and pavement overhaul and medium fixing work and develop its strength
in construction preparation, quality management, safety control and other aspects, so as
to expand the expressway maintenance and construction business and relevant supporting
industries; better the sale of refined oil, proactively expand businesses including fuel
additives and new energy projects to extend the scale and length of up- and down-stream
industry chain in a moderate manner. We will innovate the operation mode of expressway
service zones and advertising media, develop the operating business of special industries
to capture development potentials, increase efficiency, enhance the overall revenue capacity
and increase the our support to projects of land development and building construction to
gradually expand our shares in the construction market.
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(3)

(4)

(5)

Conduct streamlined management for projects under construction and ensure that the project
is fully under control. The Company will keep focusing on the construction of Suiguang-Suixi
Expressways BOT Project, Renshou Land-linked Pilot BT Project to promote the standard and
streamlined management for project construction and ensure that the quality, safety, cost and
progress of the projects are fully under control, with an aim of establishing an exemplary
project of high quality; making orderly progress in the engineering and marketing planning
of Real Estate Projects in Chengbei New Town of Renshou County, speeding up the recovery
of capitals; The Company will accelerate the checking and examination work of Shuangliu
West Airport Phase VI BT Project and Shuangliv Zongbao BT Project to speed up the
settlement progress and receive the construction revenue in a timely manner; steadily carry
forward the construction and management of projects including the construction projects of
Gaotan Water Park and Tianfu Renshou Avenue and the road engineering project of Renshou
Shigao Economic Development Zone in Tianfu New District. Meanwhile, the Company will
ensure the project quality to achieve a win-win situation in both investment revenue and
brand establishment, so as to enhance the sustainable development potential of the Group.

Reinforce financial management and control and seek for new financing methods. The
Company will strengthen the overall management on financial budget to enhance the
control over cost and expenses. In addition, we will reinforce capital operation and explore
new investment domains and investment models in an active manner. Under the premise
of controllable risks, the Company will made greater and more diversified investments in
relevant industries; Making full use of the low-cost financing advantage of the Group, we
will manage to obtain low-cost capital through various channels, which will ensure adequate
cash flow to settle debts and sufficient financial resources to finance the development of the
Group's businesses.

Intensify risk prevention and control and enrich reserve for quality projects. The Company
will grasp the market opportunity and expand auxiliary businesses like transportation
property, intelligent transportation and logistics transportation by making use of road network
resources and data resources of the Group. In addition, on top of conducting sufficient
research, demonstration and risk management and control, we will reserve a number of high-
quality projects with good economic effectiveness and development potential to achieve the
expansion of business segments of the Group and open up new profit growth drivers.
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(6)  Deepen reform and facilitate development. The Company will continue to perfect and
optimize the establishment of modern corporate system to promote corporate governance.
The Company will improve the Group’s mechanism of innovation driven development and
further improve the sound corporate management system with definite division between
power and obligations, scientific management and high efficiency through strengthening
internal management innovation, human resources management innovation, remuneration
system innovation, innovation of project investment mode and way of cooperation, promoting
development with reform and securing benefits relying on management.

h

<

Gan Yongyi
Vice Chairman and General Manager

Chengdu, Sichuan, the PRC
26 March 2015

40 Sichuan Expressway Company Limited Annual Report 2014



CORPORATE GOVERNANCE REPORT

Corporate Governance

As a listed company with both A Shares and H Shares, in addition to complying with the
applicable laws and regulations, the Company is also required to comply with the requirements of
the Corporate Governance Code (the “Code”) of the Stock Exchange and the Code of Corporate
Governance for Listed Companies of the CSRC regarding the practice of corporate governance.
As at the date of this report, there was no material difference between the actual situation of
the corporate governance of the Company and the requirements under the Code of Corporate
Governance for Listed Companies, and the Company has adopted and fully complied with the
provisions of the Code, except that Mr. Wang Shuanming was unable to attend the fifteenth meeting
of the fifth session of the Board of the Company held on 28 August 2014 in accordance with the
code provision A.6.7 under the Code due to significant business engagement.

Since establishment, the Company has set up a corporate governance structure comprising the
general meeting, the Board, the Supervisory Committee and the management, and has conducted
on-going review and improvement of such structure in practice. To date, the Company has
successively established special committees under the Board, including the Audit Committee, the
Strategic Committee, the Nomination Committee and the Remuneration and Appraisal Committee.
The Company has also adopted an independent internal audit system, established a relatively
comprehensive internal control system and formulated multitier governance rules based on the
Articles of Association, aiming at clearly defining the duties, limits of authorities and codes of
conducts for all parties. In accordance with laws, regulations and the governance rules, the
general meeting, the Board, the Supervisory Committee and the management of the Company
discharge their own duties, coordinate with each other, effectively counter-balance each other, and
continuously enhance corporate governance standards, thereby laying a solid foundation for driving
the Company’s development and maximizing value for the Shareholders.

() Amendments to and improvements in corporate
governance system

During the Reporting Period, the Company further supplemented and completed the
corporate governance system of the Company according to relevant requirements from
regulators. In May 2014, the Company amended and improved the provisions in relation
to profit distribution policies in the Articles of Association after obtaining the approval in
annual general meeting, which further specified the priority and order of cash dividend
against share dividend in profit distribution. Pursuant to the amended Articles of Association,
the Company may distribute its profit in cash, shares, a combination of both cash and shares
or otherwise permitted by laws and regulations. Cash dividend is prior to share dividend
in profit distribution. Where the conditions of cash dividend are met, profit distribution shall
be carried out in form of cash dividend. Shareholders and investors can inspect the details
on the amendment of the said rules and regulations on the websites of the SSE, the Stock
Exchange and the Company.
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(1)

Sound establishment of internal control system of the
Company

After years of operation and development, the Company has established a relatively
comprehensive internal control system, ensuring the normal production and operation of the
Company and playing a vital role in controlling operation risks. As the Company further
develops, its internal control system needs to be continuously optimized and enhanced.
Meanwhile, in order to implement the “Basic Rules for Internal Control of Companies”
jointly issued by the Ministry of Finance, the CSRC, the National Audit Office, the China
Banking Regulatory Commission and the China Insurance Regulatory Commission and the
Implementary Guideline for Enterprise Internal Control, and in light of the “Guidelines on
Internal Control for Listed Companies” by the SSE and the Code, the Company has launched
the construction of the corporate internal control system in an all-around way since the
second half of 2010 and promptly completed the preparation and test of the Internal Control
Manual as well as self-assessment and audit of internal control for the years 2011, 2012
and 2013. In 2014, the Company further standardized and implemented corporate internal
control mainly through promotion, implementation and training based on the Internal Control
Manual, revisions to the Internal Control Manual (including amendment, insertion, deletion
and perfection), preparation and unification of assessment templates for internal control
testing, amendment to internal management system and assessment of internal controltesting,
etc.

The Board is responsible for establishing and effectively implementing a sound internal
control system, over which the supervisory committee shall exercise supervision. The
management is responsible for organizing and implementing the day to day operation
of the Company’s internal control. Through making self-assessment of the design and
implementation effectiveness of the Company’s internal control as at 31 December 2014,
the Board considers that, in terms of such businesses and matters as included in the scope
of assessment, the Company had put in place internal control which had been implemented
effectively with the Company’s internal control objectives being accomplished, and there were
no significant defects during the Reporting Period. Shinewing Certified Public Accountants
(Special General Partnership) has audited the effectiveness of the relevant internal control for
financial reporting of the Company and issued auditors’ reports with standard unqualified
opinions.

In the future, the Company will continue to press ahead with the implementation of the
corporate internal control system, and optimize the internal control system based on its
existing system, and practically establish and implement a corporate internal control system
with definite division between powers and obligations, scientific management and high
efficiency.
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Legal Person Governance Structure of the Company

The current governance structure of the Company is shown in the diagram below:
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Shareholders and General Meetings

The Company treats all the Shareholders on an equal footing by ensuring that all
Shareholders, especially minority and medium Shareholders, are entitled to enjoy equal
status and fully exercise their respective rights, and are entitled to the right to access to and
make decisions on material matters of the Company and strictly prohibits any act detrimental
to the interests of the Company and the Shareholders. Notice of, authorization from and
consideration at general meetings are all in compliance with relevant procedures.

1. Substantial Shareholders

The substantial shareholders of the Company include STI Group (holding 33.87%
equity interest) and Huajian Company (holding 21.73% equity interest). The
substantial shareholders had acted properly and never exploited their special position
to intervene, in ultra vires over the general meetings, the decision-making or the
operation of the Company or advance exira interests.
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The Company has separate personnel, assets, finance, organization and business
from the substantial shareholders. In respect of personnel, there is no interlocking and
the Company has the rights of free appointment and removal in terms of labor and
personnel; in respect of assets, the Company is strictly separated from its controlling
shareholder, possesses full ownership over its operating assets and operates with
full independence; in respect of finance, the Company has an independent financial
department and independent financial accounts and is able to autonomously make its
financial decisions while the application of funds is free from any interference from the
controlling shareholders; in respect of organization, there is no question of “one team
operating in two companies”, mixed operation or work in the same premise, and the
office and business premise are separated; in respect of business, the Company has
a different scope of business from those of its controlling shareholder and owns entire
business independence and independent operation capability.

General Meetings and Rights of Shareholders

As the highest authority of the Company, the general meeting exercises its power
in deftermining material matters of the Company pursuant to the laws. Shareholders
requisitioning extraordinary general meetings of Shareholders or class meetings
shall abide by the following procedures: Shareholders individually or collectively
holding 10% (inclusive) or more of the Shares of the Company shall sign one or more
counterpart requisitions stating the subject of the meeting and requiring the Board to
convene a Shareholders’ extraordinary general meeting or a class meeting. The Board
shall as soon as possible proceed to convene the extraordinary general meeting
of Shareholders or a class meeting after receiving the requisition; The Board shall
furnish a written reply stating its agreement or disagreement to the convening of the
extraordinary general meeting within ten (10) days after receiving such requisition;
in the event that the Board agrees to convene an extraordinary general meeting, the
notice of the general meeting shall be issued within five (5) days after the passing
of the relevant resolution of the Board; in the event that the Board does not agree to
convene an extraordinary general meeting or does not furnish any reply within ten (10)
days after receiving such proposal, Shareholders individually or collectively holding
10% or more of the Company’s Shares shall be entitled to propose to the Supervisory
Comnmittee the convening of the extraordinary general meeting; in the event that
the Supervisory Committee agrees to convene an extraordinary general meeting,
the notice of the general meeting shall be issued within five (5) days after receiving
such request; failure of the Supervisory Committee to issue the notice of the general
meeting shall be deemed as failure of the Supervisory Committee to convene and
preside over a general meeting, and Shareholders individually or collectively holding
10% or more of the Company’s Shares for ninety (?0) consecutive days or more may
convene and preside over the meeting by themselves.
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The annual general meetings or other extraordinary general meetings in each year
provide a channel of direct communication between the Board and Shareholders.
The Company encourages all Shareholders to attend general meetings and issues
the meeting notice within 45 to 50 days prior to the convening of the meetings,
and takes appropriate ways of disclosure and expression based on the regulatory
regulations of different stock exchanges and reading habits of different investors to
provide Shareholders with information or data that is helpful to decision-making. The
Company discloses the details of procedures for Shareholders to attend in person or
by proxy, contact information for enquiries by Shareholders, efc., in the notices of
general meetings. In accordance with the provisions under the Articles of Association,
Shareholders individually or collectively holding more than 3% of the Company’s
Shares can make a temporary motion and submit in writing to the convener ten (10)
days before the date of Shareholders’ general meeting. The convener shall issue a
supplementary notice of the Shareholders’ general meeting announcing the contents of
the temporary motion within two (2) days upon receipt of the motion. At the general
meetings, all Shareholders also have opportunities to make enquiries to the Directors
about issues concerning the operation and results of the Group. All Directors and
senior management of the Company are required to attend the meetings as far as
possible to answer Shareholders’ enquiries and discuss directly with Shareholders
about the Company’s business and prospect.
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In 2014, the Company convened one general meeting. The convening of and matters
approved at the meetings are summarized as follows:

Resolutions

Session and Date of
Number of Meeting Meeting Name of Resolutions
2013 annual general meefing 28 May 2014 1. Resolution in relafion o profit appropriations and dividend distibution plan of the ~ Al the resolufions were

17.

18.

Company for the yeor 2013;

Resolution in relafion o the finoncial budget implementation report of the Company
for the year 2013;
Resolufion in relation fo work report of the Board for the year 2013;
Resolution in relafion o work report of the supervisory committee (the “Supervisory
Committee") of the Company for the year 2013;

Resolution in relation fo the duty performance report of independent Directors for
the year 2013;

Resolution in relafion to the 2013 domesfic and overseas annual reports and their
summaries;

Resolution in relation fo the Company's financial budget proposal for the year of
2014;

Resolution in relation o the reappointment of Emst & Young Cerfiied Public
Accounfants os the international auditor of the Company for the year 2014;
Resolution in  relation fo the re-appointment of Shinewing Cerfified Public
Accountans (Special General Parinership) as the PRC auditor of the Company for
the year 2014;

. Resolution in relation to the election and appoiniment of Mr. Chen Weizheng

['Mr. Chen") as on independent Director of the fifth session of the Board and

determination of his remuneration scheme;

. Resolution in relafion to the election and appoiniment of Ms. He Kun ('Ms. He')

as a Supervisor of the fifth session of the Supervisory Committee of the Company

and determination of her remuneration scheme;

. Resolution in relation o the execution of the Heavy Oil and Fuel Agreement

[(E - EEEEAR)) between Sichuan Zhonglu Energy Company Limited
["Zhonglu Energy”) and PetroChina Company Limited Sichuan Oil Sales Branch*
(RERARARRAERAAEIHERBA AR,

. Resolution in relation to the execution of the Asphalt Agreement ((EZEEA )

between Zhonglu Energy and PetroChina Fuel Oil Company Limited Southwest
Sales Branch* (PR AAARETAAREHES D7),

. Resolution in relation to the execution of the Refined Oil Agreement (7 &4 E &

A1) between Zhonglu Energy and PefroChina Company Limited Sichuan Sales
Branch* (RERMAARRAERAALIIHEAAF);

. Resolution in relation fo the execufion of the Refined Ol Carriage Agreement ({5

BB LABEEAR)) between Zhonglu Energy and CNPC Transportation Co., Ltd.
Sichuan Branch* (FERBAATER AR/ ARE);

. Resolution in relation to the execufion of the Materials Purchase Agreement ((]

BREBBTHERHE)) between Zhongly Energy ond Sichuan Trading
Consfruction Engineering Co., ltd.* (1| R 2R TRRNER L),

Resolution in relafion fo the exemption of performance of undertakings of Sichuan
Tronsportation Investment Group Corporation (e confrolling Shareholder];

Resolution in relation to the amendments to the Articles of Association;

19. Resolution in relation to the insurance debt financing.

duly considered
and passed

For identification purposes only
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In addition to the said communication with the Board by means of general meetings,
Shareholders can also submit their enquiries and questions in writing to the Board
through the Secretary to the Board at any time. The contact details of Mr. Zhang
Yongnian, the Secretary to the Board, are as follows:

Tel: (86)28-8552 7510
Fax: (86)28-8553 0753
E-maiil: cygszh@163.com

Contact address: 252 Wuhouci Da Jie, Chengdu, Sichuan Province, the PRC
Postal code: 610041

Board and Directors

Board

1.

Responsibilities and division of work

The Board acts on behalf of the interests of Shareholders as a whole and is
accountable to the general meetings. Its main duties are to exercise rights of
decision-making and management in accordance with laws and regulations and the
authorization of general meetings in terms of the Company’s development strategies,
management framework, financing and investment plans, financial control and human
resources, etc, and to exercise supervision and inspection on the development and
operating activities of the Company. The Board has established 4 special committees
and assigned certain specific powers to each committee to assist the Board in
effective performance of duties. The composition, responsibilities and functions of each
committee are set out in the section headed “Special committees of the Board” in this
chapter. Unless otherwise stipulated in the terms of reference of relevant committees,
the Board reserves the final right to make decisions.

The management is accountable to the Board. lts major responsibilities are to
implement the resolutions of the Board, manage the Company’s day-to-day operations,
organize the implementation of the Company’s annual business plan and investment
plan, and make relevant decisions in accordance with laws and regulations and
the authorization of the Board. When the Board delegates powers in respect of
management and administrative functions to the management, it has given clear
guidance on the powers of the management. In exercise of duties, the management
should not exceed the permitted scope of its duties.
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In order to ensure that there is an appropriate balance of power between the Board
and the management and that there is no undue concentration of power and authority
in a single individual, positions of the Chairman and the General Manager of the
Company are taken up by different persons. The Chairman takes charge of affairs
of the Board, reviews the execution of the resolutions of the Board, formulates the
Company’s development strategies and capital operation whereas the General
Manager, with the support and assistance from other senior management of the
Company, is responsible for coordinating and managing the Group’s business and
operations, implementation of the strategies formulated by the Board and day-to-
day decision-making. The reasonable division of work under the laws ensures a
definite division of power and obligations with clear-cut and efficient decisions and
implementations between the Board and the management.

Composition

As at 31 December 2014, the Board consisted of 11 Directors. It was the fifth
session of the Board since the establishment of the Company. The term of office of the
Directors commenced from 28 March 2013 or from the date on which the Directors
were elected. As at the date of this report, the composition of the Board of the
Company is set out in VIII “Profile of Directors, Supervisors, Senior Management and
Employees” in this annual report.

The fifth session of the Board has 4 independent non-executive Directors, representing
more than one-third of the total directorship. Independent non-executive Directors
are experienced professionals in various industries including human resources
management, civil engineering, economy and accounting. With a responsible
attitude and extensive professional knowledge and experience, the independent
non-executive Directors have in good faith performed their independent duties of
honesty and diligence in participating in discussion and decision-making on material
matters of the Company, reviewing the connected transactions, capital transaction
and external guarantee of the Company as well as giving their independent
opinions or recommendations, whereby the overall interests of the Company and the
lawful interests of the Shareholders as a whole have been effectively safeguarded.
Independent non-executive Directors have played an important role in the Board of
the Company.

Composition of the Board satisfied the demand of the Company’s business for the
Board members concerning their skills and experience together with perspectives
and diversified angles. Change of the Board members will not bring in unsuited
interference. Executive Directors and non-executive Directors (including independent
non-executive Directors) of the Board constitute a balance structure with strong
independency is capable of making independent judgment. Non-executive Directors
possess sufficient caliber and number to put forward influential opinions and thus
effectively safeguarding the interest of the Company as a whole and of all its
shareholders.
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3. Meetings of the Board

During the Year, the Board of the Company convened a total of 6 Board meetings
in view of the needs of the operation and business development of the Company.
Board meetings and relevant resolutions are published on the websites of the Stock
Exchange, the SSE and the Company for inspection by Shareholders and investors.

The Board holds regular meetings on a quarterly basis and extraordinary meetings if
necessary. The notice of regular Board meeting shall be sent to all Directors at least
14 days before the meeting, the notice of other extraordinary Board meetings shall
be sent to all Directors at least 10 days before the meeting. The Chairman, more than
one third of Directors, more than one half of independent non-executive Directors, the
Supervisory Committee, General Manager and Shareholders representing more than
one tenth of voting rights have rights to propose the convening of an extraordinary
Board meeting.

The management of the Company is responsible for provision of relevant statistics
and information required for the Board’s consideration of various resolutions and
arranging for senior executives to report their work at Board meetings. The Board
of the Company and its special committees are entitled to appoint independent
professional institutions for services according to the needs of the exercise of authority,
performance of duties or corporate businesses, and the reasonable expenses incurred
there from shall be borne by the Company.

When a Board meeting considers any transaction, Directors shall declare their
interests involved, and shall abstain from voting at the meeting as required. The
Company has stated in the Articles of Association that, if a Director has a conflict of
interest in any material matter, the connected Director must abstain from voting at the
Board meeting.

Directors
1. Appointment

Directors are elected or replaced at general meetings. Shareholders, the Board or
the Supervisory Committee of the Company are eligible to nominate candidates for
Directors in writing. Directors serve for a term of office of 3 years and, upon expiry
of the term. Their appointment is subject to further consideration at general meetings
and they may offer themselves for re-election. Independent non-executive Directors
shall be the persons not connected with the management and substantial shareholders
of the Company.
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Information support and professional development

As always, the Company has been committed to improving its internal information
support system and communication mechanism so as to secure effective functioning
of the Board. Through the Secretary to the Board, all Directors during their term of
office are able to keep abreast of relevant information and the latest movements
in laws, regulations, regulatory ordinances and other continuing obligations that
directors of listed companies shall comply with, on a timely basis. Through various
means such as statistics provision, work reports, site visits, professional trainings and
special conference, etc, all Directors are enabled to keep informed of the business
development, competition and regulatory environment of the Company on a timely
basis, thus ensuring the Directors understand their duties. This facilitates correct and
effective decisions by the Directors and ensures procedures of the Board and the
applicable laws and regulations are duly observed.

In 2014, the participation of Directors in sustainable professional development
activities is as follows:

Type of Activity
Reading materials in

respect of traffic and Participation in

transportation, corporate centralized trainings and

governance, capital attendance in forums,

operation and financial  seminars and meetings

Name of Director accounting on regulatory work
Zhou liming v v
Gan Yongyi v v/
Wu Xinhua v/ v
Tang Yong v v/
Huang Bin v v/
Wang Shuanming v v
He Zhuging v v
Sun Huibi v v
Guo Yuanxi v v
Fang Guijin (resigned) v v
Chen Weizheng v v
Yu Haizong v v

Note: Details of retirement and resignation of Directors please refer to the section titled “Changes of
Directors, Supervisors and Senior Management” of this annual report.
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In addition, the Secretary to the Board of the Company has also accepted
professional training of no less than 15 hours in accordance with Rule 3.29 of the
Listing Rules.

3. Duty performance this Year

During the Reporting Period, the members of the Board of the Company were jointly
responsible for the management and operation of the Company’s businesses. Each
Director actively cared for the Company’s businesses and cautiously and diligently
executed their respective responsibilities on the basis of fully understanding the
Company'’s businesses and in good faith in the best interests of the Company.

In 2014, the attfendance of the Board meetings and general meetings by the Directors

is asfollows:
Attendance of
Attendance of Board Meetings General Meetings
Required Attendance

attendance in AAttendance in person/ Number of

Board meetings Attendance via Attendance required attendance/

Name of Director  during the Year in person communications by proxy attendance meeting
Zhou Liming 6 6 1 0 6/6 11
Gan Yongyi 6 6 1 0 6/6 11
Wu Xinhua 6 6 1 0 /6 1/
Tang Yong 6 6 1 0 6/6 1/1
Huang Bin 6 6 1 0 6/6 11
Wang Shuanming 6 5 1 1 5/6 11
He Zhuging 6 6 1 0 6/6 1/
Sun Huibi 6 6 1 0 6/6 1/
Guo Yuanxi 6 6 1 0 6/6 11
Fang Guijin (resigned) 3 3 1 0 3/3 VAl
Chen Weizheng 3 3 0 0 3/3 11
Yu Haizong 6 6 1 0 6/6 1/1

Note: Details of retirement and resignation of Directors please refer to the section titled “Changes of
Directors, Supervisors and Senior Management” of this annual report.

Number of Board meetings held during the Year
Of which: Number of physical meetings
Number of meetings held via communications
Number of meetings held by way of combination of both

SO —= 0o

During the Reporting Period, all Directors of the Company have attended the Board
meetings with due care and diligence, and offered professional suggestions and
independent judgments in respect of the material issues being discussed at the
meetings by virtue of their expertise and experience.
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Apart from attendance of Board meetings with due diligence and performance of their
duties with honesty, the independent non-executive Directors of the Company also
held meetings with external auditors to discuss annual auditing issues in accordance
with relevant requirements and guidance and provided independent opinions and
recommendations to the Board in respect of material issues and connected transactions
of the Group, etc. During 2014, independent non-executive Directors, by means such
as joining the Board and special committees, reviewed and provided independent
opinions on material issues of the Company such as investment decisions, connected
transactions, capital transaction with related parties and external guarantee, profit
distribution, nomination of senior management and internal control, etc, whereby
the overall interest of the Company and the lawful interest of the Shareholders as a
whole had been safeguarded and the healthy development of the Company had been
promoted.

During the Year, the independent non-executive Directors had neither raised any
objections to the resolutions of the Board nor made any proposals to convene a Board
meeting.

Remunerations of Directors and Supervisors

Until now, remunerations of the Directors, Supervisors and senior management of the
Company are determined in accordance with relevant PRC policies or regulations,
the Company’s actual situation and applicable percentage of per capita income
of the working population of Chengdu where the Company is situated. The Board
(considering the opinions of the Remuneration and Appraisal Committee) and the
Supervisory Committee should make suggestions on the remunerations schemes for
Directors and Supervisors which are subject to final consideration and approval
at the general meeting. The yearend bonus and welfares for executive Directors
should be determined by the Board as authorized by the general meeting, after
giving consideration to the opinions of the Remuneration and Appraisal Committee.
Information on the remunerations of Directors and Supervisors of the Company for
2014 are set out in note 8 to the financial statements of this annual report.

Independence of Directors

The Company has appointed a sufficient number of independent non-executive
Directors. The Board has obtained written confirmations from all independent
non-executive Directors concerning their independence in accordance with the
requirements of Rule 3.13 of the Listing Rules of the Stock Exchange. The Company
believes that the incumbent independent non-executive Directors have all complied
with such rule and the relevant regulations of the SSE and are still regarded as
independent.
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6. Securities transactions by Directors

During the Year, the Company has adopted a code of conduct regarding securities
transactions by the Directors on terms not less exacting than the required standards
set out in the Model Code, and has strictly complied with the relevant requirements
of the Listing Rules of the SSE. Having made specific enquiries to all Directors, it was
confirmed that the Directors of the Company have complied with the Model Code in
relation to securities transactions by the Directors and its standards of code of conduct
and there had not been any non-compliance with the relevant requirements of the
Model Code and the Listing Rules of the SSE.

7. Director’s liability insurance

Purchase of liability insurance for Directors will, on one hand, enable the Company
to establish an effective prevention mechanism against the vocational risks
associated with the management staff, encourage their innovation, attract more
excellent management talents and optimise the corporate governance structure of the
Company; and on the other hand, it will enhance the anti risk ability of the Company
and contribute to the protection of the lawful interests of minority and medium
Shareholders. Since March 2012, the Company has purchased liability insurance for
Directors, Supervisors and senior management members of the Company in relation to
their performance of duties.

8. Responsibility statement on financial statements by the Directors

The Directors confirm that they have the responsibility to prepare the financial
statements that can give a true and complete view of the Group’s financial position.
The Board is of the opinion that as the Company’s resources are sufficient for its
operation in future, the financial statements have been prepared based on the going
concern, and that in preparation of such financial statements, applicable accounting
policies were adopted.

(Ill) Special committees of the Board

In order to help the Board to discharge its duties and promote effective operation, 4 special
committees have been set up under the Board. These committees review and monitor matters
in specific areas of the Company within their designated terms of reference, and make
corresponding recommendations to the Board. The detailed implementation rules for each
committee has been approved by the Board and published on the websites of the Stock
Exchange, the SSE and the Company for inspection by Shareholders and investors.

Members of the committees shall be elected and appointed by the Board in accordance with

the provisions under the detailed implementation rules for their respective committees. The
term of office of the members is the same with that of the Board, renewable upon re-election.
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The composition and duty performance of the committees during the period from 1 January

2014 to 28 May 2014 are set out as follows:

Name of Remuneration and
Director Role of Director Audit Committee Strategic Committee Nomination Committee Appraisal Committee
Number of Number of Number of Number of
Member (“/")  attendance/ Member (“/”)  attendance/ Member (“/”)  attendance/ Member (“/”)  attendance/
Chairman (“*") meeting Chairman (“*”) meeting Chairman ("*") meeting Chairman (“*") meefing
Thou Liming  Executive Director = = * 0/0 / 1/ = =
Gon Yongyi  Executive Director = = 7 0/0 = = / 2/2
Independent
Sun Huibi non-execufive Director = = = = * Al = =
Independent
Guo Yuanxi non-execufive Director / 33 - - / 1 - -
Independent
Fang Guijin non-execufive Director / 33 / 0/0 - - * 22
Independent
Yu Haizong non-executive Director 4 33 = = = = / 2/2

On 18 March 2014, Mr. Fang Guijin applied for resignation from the position of
independent non-executive Director of the Company, chairman of the Remuneration and
Appraisal Committee and member of Strategic Committee under the Board of the Company
due to his personal career commitments. In accordance with the relevant regulations of the
Company Law of the People’s Republic of China, the Guiding Opinion on Establishment of
Independent Director Systems by Listed Companies ((BRE LT AR BIEEHEDN
58 Z B )) and the Articles of Association of the Company, Mr. Fang Guijin shall continue
to perform relevant duties of independent non-executive Director of the Company and special
committees of the Board prior to the election of the new independent non-executive Director
by the Company, and his resignation will only be effective upon the election of the new
independent non-executive Director at the Company’s general meeting. On 28 May 2014,
the Company convened the 2013 annual general meeting, at which Mr. Chen Weizheng
was elected and appointed as the independent non-executive director of the fifth session of
the Board of the Company. On the same day, the Company convened a Board meeting to
appoint Mr. Chen Weizheng as the chairman of the Remuneration and Appraisal Committee
and a member of Strategic Committee under the Board of the Company. During the period
from 28 May 2014 to 31 December 2014, the compositions of the committees and theirduty
performanceare as follows:

Name of Remuneration and
Director Role of Director Audit Committee Strategic Committee Nomination Committee Appraisal Committee
Number of Number of Number of Number of
Member (/") attendance/ Member (“/”)  attendance/ Member (/")  attendance/ Member ("/”)  attendance/
Chairman (“*") meeting Chairman (“*”) meeting Chairman (**") meeting Chairman (**") meeting
Zhou liming  Execufive Director = - o Al / 0/0 - -
Gon Yongyi  Execufive Director - - / 1/ - - / 0/0
Independent
Sun Huibi non-execufive Director - - - - * 0/0 - -
Independent
Guo Yuanxi non-execufive Director / 3/3 - - / 0/0 - -
Independent
Chen Weizheng  non-executive Director / 3/3 / 1/ - - * 0/0
Independent
Yu Haizong non-executive Director * 3/3 - - - - / 0/0
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Audit Committee

The Company set up the Audit Committee in November 2004. The major terms
of reference of the Audit Committee are as follows: to review the Company’s
financial information and its disclosure; to perform corporate governance functions,
and supervise the Company’s internal control, financial reporting system and risk
management procedures; to make recommendation on the appointment and dismissal
of external accountants, review and monitor the external accountant’s independence
and objectivity and the effectiveness of the audit process; and to work with the Board
to formulate policies concerning the Company’s engagement of accountants and
supervise the implementation of such policies.

In respect of the performance of corporate governance functions by the Audit
Comnmittee, the Board has authorized the committee to perform the following functions:
to formulate and review the Company’s corporate governance policies and practices
and make recommendations to the Board in respect thereof; to review and monitor
the Company’s compliance with the regulatory systems under the laws and regulations
(including but not limited to the Listing Rules) and regulatory authorities (including
but not limited to the Stock Exchange and the SSE); to formulate, review and monitor
the code of conduct and compliance manual (if any) for the Company’s staff and
Directors; and to review the Company’s compliance with the Corporate Governance
Code (as amended time from time) set out in the Appendix 14 to the Listing Rules
of the Stock Exchange and the disclosure of such compliance in the Corporate
Governance Report in its periodical reports as required under the Listing Rules.

The committee hereby presents its work report during 2014 as follows:
Written Report of the Audit Committee

The Audit Committee convened 6 meetings in 2014 and 2 meetings in 2015 (as
at the date of this report). Meetings of the Audit Committee were presided over by
the chairman of the Audit Committee. All members of the committee attended the
meetings in person. The external auditors and Supervisors, Secretary to the Board and
Financial Controller of the Company were also invited to attend the meetings except
for the eleventh meeting of the fifth session of the Audit Committee, which were only
attended by members of the Audit Committee and the external auditors. The major
work completed by the Audit Committee during the said period is as follows:

- Reviewing regular financial reports

The Audit Committee is responsible for examining and supervising the integrity
of the Company financial statements, accounts and periodical reports, and
reviewing significant financial reporting judgments contained in such statements
and reports. In accordance with relevant procedures, the management is
responsible for preparation of the Group's financial reports including adoption
of appropriate accounting policies, the external auditors are responsible for
auditing and verifying the Group’s financial reports and evaluating the Group's
internal control system, while the Audit Committee supervises the work of
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both the management and the external auditors and confirms the procedures
and safeguard measures adopted by the management and external auditors.
In reviewing these statements and reports before submission to the Board,
the Audit Committee should focus particularly on any changes in accounting
policies and practices, matters involving significant judgment, significant
adjustments resulting from audit and the going concern assumptions, any
qualified opinion and whether it is in compliance with relevant accounting
standards and requirements concerning financial reporting under the Listing
Rules and laws. The specific work includes:

(1)

(2)

(3)

(4)

(5)

Reviewing the 2013 annual financial statements and unaudited financial
statements for the second half year of 2014 (according to the HK GAAP
and the PRC GAAP), unaudited financial statements for the first and third
quarters of 2014 (according to the PRC GAAP), and making approval
suggestions to the Board.

Before the annual audit of 2014, the Audit Committee convened a
meeting fo hear the plan for preparation and annual audit of 2014
financial report of the Company and the report on annual audit plan
from external auditors, and communicated on the audit scope, method,
focus and specific scheduling for the Year.

After completing audit and issuing preliminary audit opinions by
external auditors, the Audit Committee convened the 2015 first meeting
to discuss and communicate with the external auditors of the Company
on relevant issues of the financial and accounting statements of the
Company and the preliminary audit opinions of the auditors.

During the audit process for the Year, the Audit Committee maintained
continuous communications with external auditors, who submitted this
Year's audit report on time after prior and complete communications and
prompt supervision during the audit.

The Audit Committee convened the 2015 second meeting to consider
the 2014 annual audit report of the Company and considered that the
Group’s 2014 annual financial statements can truly and correctly reflect
the operation results of the Group for the year 2014, and the financial
position as at 31 December 2014. It recommended the Board to make
approval.
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26 March 2015

Internal control and corporate governance reviewing

The Audit Committee is responsible for assisting the Board in reviewing
the effectiveness of the Group’s internal control. During the Year, the Audit
Committee inspected financial control, risk management and the progress of
internal control construction. No impropriety in respect of financial reporting,
internal control or other aspects that might occur has been brought to the
attention of the Audit Committee by any employees of the Company. The
Audit Committee earnestly reviewed the Group's financial and accounting
policies and practices, the Internal Control Manual in areas such as the
corporate-level control and business-level control, focused on the examination
of the implementation of rectification for the general defects found in the
2013 Self-Assessment Report of Corporate Internal Control, and reviewed
the effectiveness of the Group’s internal control (including finance, operation,
compliance control and risk management functions), and the resources and
qualifications and experience of staff in respect of the Company’s accounting
and financial reporting functions and the sufficiency of training sessions for
staff and relevant budgets. On this basis, the Audit Committee reviewed the
2014 Self-Assessment Report of Corporate Internal Control of the Company
and was of the opinion that the report gave a comprehensive and objective
view of the establishment and operation of the internal control system of the
Company, and that the Company has established a relatively complete internal
control system and is continuously optimizing and improving the system, which
plays favorable supervision and guiding functions for the standard operation of
the Company.

During the Year, the Audit Committee also performed the corporate governance
functions delegated by the Board, reviewed the compliance with the regulatory
rules under the Code on Corporate Governance Practices and the Corporate
Governance Code, and laws and regulations, and reviewed the information
disclosed in the Corporate Governance Report of the Company.

Work evaluation and re-appointment of auditors

The Audit Committee considered that Ernst & Young Certified Public Accountants
and Shinewing Certified Public Accountants (Special General Partnership)
appointed by the Company as the auditors of the Company for 2014 had
good performance in terms of independence and objectivity, professional
technical level, audit quality and efficiency of financial information disclosure,
communication results with the management and the Audit Committee, etc.
The Board was recommended to re-appoint the above institutions as the
international and PRC auditors of the Company for the year 2015 respectively.

Yu Haizong, Guo Yuanxi, Chen Weizheng
Members of the Audit Committee
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Strategic Committee

The Company established the Strategic Committee in March 2012. The major
responsibilities of the Strategic Committee include the planning of the long-term
development strategies of the Company; conducting research and submit proposals
regarding material investment and financing plans, material capital operation and
assets operation projects; conducting research and submit proposals regarding
other material matters that may affect the Company’s development; and carrying out
examination on the implementation of the above matters, etc.

During the Year, the Strategic Committee carefully examined the progress of the
Group's business in the “five major segments”, and meticulously reviewed the progress
reports of the works projects of Gaotan Water Park (& i#/Kk8 AE) in Renshou
County, construction works of Tianfu Renshou Avenue as well as roads in Renshou
Shigao Economic Development Zone of Tianfu New District (K fF # & 1- B 17 = &L 7%
Fi# &), and put forward recommendations concerning implementation of the projects
according to their respective specific and actual conditions.

Nomination Committee

The Company established the Nomination Committee in March 2012. The major terms
of reference of the Nomination Committee were specified to include: to formulate and
review the diversified policy for members of the Board and carry out discussions and
amendments to the policy concerned where it is needed and to disclose the reviewing
conclusion in the Corporate Governance Report of the Company on a yearly basis; to
give suggestions to the Board on the structure, composition and change of members of
the Board according to the Company’s actual situation; to study the selection criteria
and procedures for Directors and managers, and give suggestions to the Board;
to seek qualified candidates for Directors and managers in a broad scope, and
nominate relevant candidates for Directors and management staff after selection, or
to give opinions to the Board in this regard; to examine the candidates for Directors,
managers and other senior management staff, and give suggestions to the Board; to
assess the independence of independent non-executive Directors; to give suggestions
to the Board on the appointment or re-appointment of Directors and the succession
plan for Directors (especially Chairman of the Board and General Manager), etc.

During the Year, the Nomination Committee discussed and reviewed the Terms of
Reference for the Nomination Committee; reviewed the relevant candidates based
on a range of diverse perspectives, including but not limited to gender, age, cultural
and educational background, professional experience, skills and knowledge, and
made recommendation for the appointment of Mr. Chen Weizheng as independent
non-executive Director.
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4. Remuneration and Appraisal Committee

The Company established the Remuneration and Appraisal Committee in March
2012. The Remuneration and Appraisal Committee has adopted the operation mode
of performing the advisory role for the Board and the committee is responsible for
reviewing the matters regarding remuneration, formulating remuneration policies and
putting forward suggestions to the Board on the remuneration policies, formulating
assessment standards for the Directors and senior management of the Company and
conducted assessment, and reviewing and monitoring the training and continuing
professional development of Directors and senior management members.

During the Year, the Remuneration and Appraisal Committee earnestly reviewed the
proposed new service contracts in relation to the appointment of Mr. Chen Weizheng
as independent non-executive Director of the Company, and submitted the proposed
plan to the Board on the remunerations for him with reference to the market level and
based on the actual situation of the Company and candidate. The Remuneration and
Appraisal Committee also conducted assessment and evaluation on the operation
performance and sustainable professional development of the executive Directors and
the management of the Company for 2014.

lll. Supervisory Mechanism

(1

Supervisory Committee

As at 31 December 2014, the Supervisory Committee of the Company comprises 6
Supervisors, and is the fifth session of the Supervisory Committee since establishment of the
Company. The term of office of Supervisors commenced from 28 March 2013 or the date of
election of the Supervisors. Composition of the Supervisory Committee of the Company are
set out in Section VIII “Profile of Directors, Supervisors, Senior Management and Employees”
of this annual report.

The Supervisory Committee exercises the independent power to supervise the Company
pursuant fo the laws to protect Shareholders, the Company and employees from violation of
their lawful interests.

The size and composition of the Supervisory Committee are in compliance with the
requirements of the laws and regulations. During the Year, the Supervisory Committee
convened 5 meetings in total. All Supervisors attended each committee meeting, all of
whom supervised, on behalf of the Shareholders, the Company’s financial affairs as well as
the legality and compliance of the duties performed by Directors and senior management,
attended the meetings of the Board and general meetings as observers, and honestly
performed the duties of the Supervisory Committee. The working details of the Supervisory
Comnmittee are set out in “Report of the Supervisory Committee” in this annual report.
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(n

D)

Internal control

A comprehensive and practicable internal control system is a foundation for good corporate
governance. The Board is responsible for the establishment and improvement of internal
control of the Company for the purposes of reviewing the relevant control procedures
of finance, operation and regulation so as to protect the Shareholders’ interest and the
Company’ s assets. The Board authorises the management to promote the internal control
system and review its effectiveness through the Audit Committee. To more effectively review
the operation and management of the Group and the effectiveness of its internal control
system, responsibility scope of the supervision and audit department of the Company covers
key internal audit areas such as the Company’s operation, investment, corporate governance
and financial management, etc. The work results of and opinions from the supervision
and audit department are reported directly to the Supervisory Committee and the Audit
Comnmittee by the department manager for consideration, then the Supervisory Committee or
the Audit Committee will make recommendations to the management of the Company and
report to the Board in respect thereof.

In order to implement the “Basic Rules for Internal Control of Enterprises” jointly issued by
the Ministry of Finance, the CSRC, the National Audit Office, the China Banking Regulatory
Commission and the China Insurance Regulatory Commission and the Implementary
Guideline for Enterprise Internal Control, and in light of the “Guidelines on Internal Control
for Companies Listed on the SSE” by the SSE and the Code, the Company has launched the
construction of corporate internal control system in an all-around way since the second half
of 2010, further specifying the tasks and targets for the establishment and improvement of
the internal control system, self-assessment and auditing. During the Reporting Period, all the
main tasks progressed as scheduled, and the Company’s internal control system was further
strengthened. For details, please refer to “Establishment and improvement of the internal
control system of the Company” in this section.

Auditors

The financial statements included in the 2014 Annual Report of the Company were prepared
in accordance with the PRC Accounting Standards for Business Enterprises and the Hong
Kong Financial Reporting Standards, respectively, and have been audited by Shinewing
Certified Public Accountants(Special General Partnership) and Ernst & Young Certified Public
Accountants respectively. The statements by the auditors on their reporting and auditing
responsibilities for the financial statements are set out in the independent auditors’ report
contained in this annual report.
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The fees paid to the international and PRC auditors this Year are as follows:

Unit: RMB’000

2014 2013

Shinewing Shinewing

Certified Public Ernst & Certified Public
Accountants  Young Certified Accountants Ernst & Young
(Special General Public  (Special General Certified Public
Items Partnership) Accountants Partnership) Accountants

Fees for audit/review of

financial statements 640 1,810 590 1,710
Audit fee of internal control 200 - 200 -

Note: Save for the above fees, no other fees were paid by the Company this Year.

The Company appoints its auditors at general meetings and the auditors appointed by the
Company shall hold office until conclusion of the next annual general meeting. To dismiss
any auditor during its term of office shall be subject to the consideration and approval at
general meetings. Currently, the Audit Committee has discussed and assessed the professional
qualification of Shinewing Certified Public Accountants (Special General Partnership) and
Ernst & Young Certified Public Accountants and the annual audit for 2014 performed by
them, and raised opinions and recommendations in respect thereof. The Audit Committee’s
proposals to re-appoint Ernst & Young Certified Public Accountants and Shinewing Certified
Public Accountants (Special General Partnership) as the Company’s international and PRC
auditors for 2015 respectively were approved by the Board and will be presented at the
2014 AGM for consideration and approval.

Information disclosure and investor relations

Information disclosure

To disclose information in a true, accurate, timely and complete manner is not only the
responsibility and obligation of listed companies, but also a channel of communication
and understanding between a company and its investors and the public. On the principle
of being open, just and fair, during the Reporting Period, the Company complied with the
requirements under relevant laws and the Listing Rules of the SSE and the Stock Exchange
and fulfilled its statutory disclosure obligations in an honest manner, so as to ensure that
all Shareholders enjoy an equal and sufficient access to information and improve the
transparency of the Company.

During the Reporting Period, the Company released 4 periodic reports and 57
announcements concerning A Shares and 61 announcements concerning H Shares pursuant
to the Listing Rules of the SSE and the Stock Exchange. Announcements concerning A Shares
were published on the websites of the SSE and the Company as well as in China Securities
Journal and Shanghai Securities News, while those concerning H Shares were published on
the websites of the Stock Exchange and the Company. Details of all these announcements
are available for inspection on http://www.sse.com.cn, http://www.hkex.com.hk or the
Company's website http://www.cygs.com.
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V.

Investor relations

The Company’s management has been attaching importance to proactive investor relations
management and specifically established the Rules Governing Information Disclosure Matters
and Work System of Investor Relations, etc., to regulate and optimize the Company’s
management of investor relations.

During the Reporting Period, on the basis of strictly discharging its obligations in respect
of statutory information disclosure, the Company, on one hand, through various forms of
investor relations activities, conveyed information to investors which they are concerned
with, increased the transparency of the Company, and enhanced mutual understanding
and trust, while on the other hand, in delivering information to investors, te Company
listened to their advice and collected feedback from them, aiming to form an interactive
and mutual beneficial relation between the Company and investors. When the Company
conducts its investor relations work, the Board Office of the Company undertakes the specific
responsibility for investor relations management mainly through: the investor hotline, e-mail
and network interactive platform, responding to investors’ inquiries in a timely manner;
reception of investors and institutions engaged in securities analysis for field research;
participating in large-scale investor presentations; hosting results presentations as well as
domestic and overseas road shows; publishing information related to the Company’s assets,
traffic flow, toll income, information disclosure and corporate governance on the Company’s
website, etc.

Conclusion

Sound corporate governance goes beyond merely meeting the regulatory authorities’ basic
requirements for listed companies’ operation. More importantly, it fulfils the Company’s internal
development needs. The Company is committed to continuously enhancing its corporate governance
standard. As a listed company with both A Shares and H Shares, we will continue to review and
improve the Company’s corporate governance practice from time to time in accordance with the
regulatory systems in Shanghai and Hong Kong, market trend and feedback from investors to
ensure steady development of the Company and continuous increase in Shareholders’ value.
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The Board hereby present its report and the audited financial statements for the year ended 31 December

2014.
Principal activities

The principal activities of the Company are investment in, construction, operation and management of
Chengyu Expressway, Chengya Expressway and Chengren Expressway. Details of the principal activities
of the subsidiaries of the Company are set out in note 16 to the financial statements. There were no
significant changes in the nature of the Group’s principal activities during the year.

Particulars of the expressways managed and operated by the Group as at 31 December 2014 are as
follows:

Date of commencement
of operations of

Approximate the entire toll

Origin/destination length expressway

Chengyu Expressway Chengdu/Shangjiapo 226km 1 July 1995
Chengya Expressway Chengdu/Duiyan 144km 28 December 1999
Chengren Expressway Jiangjia/Zhichanggou 106.613km 18 September 2012
Chengle Expressway Qinglongchang/Guliba 86.44km 1 January 2000
Chengbei Exit Expressway Qinglongchang/Baihelin 10.35km 21 December 1998

Results and dividends

The Group's profit for the year ended 31 December 2014 and the state of affairs of the Company and the
Group at that date are set out in the audited financial statements on pages 92 to 188 herein.

Pursuant to the Articles of Association of the Company, if the Company distribute cash dividend, the
Company shall distribute cash dividend in an amount not less than 30% of the distributable profit earned
by the Company for the period concerned, based on the lower of the Company’s profits determined under
the following generally accepted accounting principles:

. the accounting principles and the relevant financial regulations applicable to enterprises established

in the PRC (“PRC GAAP"); and

. Hong Kong Financial Reporting Standards (“HKFRSs”) (which also include Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants, accounting principles generally accepted in Hong Kong (“HK GAAP”) and the
disclosure requirements of the Hong Kong Companies Ordinance.
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The Board has recommended a final cash dividend for the year 2014 of RMB0.08 per share (tax
inclusive), aggregating to approximately RMB244,645,000 and representing 44.35% of the distributable
profit of the Company determined under PRC GAAP for the year and 25.24% of the profit attributable
to owners of the Company as shown in the consolidated financial statements. The proposed dividend
distribution is subject to the approval of the Shareholders at the Company’s forthcoming 2014 AGM.
If approved, the final dividend is expected to be paid on or around Monday, 15 June 2015 to the
Shareholders whose names appear on the H Shares register of members of the Company on Tuesday,
9 June 2015 (the “Dividend Entitlement Date”). In respect of the arrangement in relation to the closures
of H Shares register of members for the purposes of determining the Shareholders’ entitlement to attend
the 2014 AGM and to receive the proposed 2014 final dividend, please refer to the paragraph headed
“CLOSURES OF REGISTER OF MEMBERS OF H SHARES” below.

This proposed final dividend has been incorporated in the financial statements as an allocation of retained
profits within the equity section of the statement of financial position.

According to the Law on Corporate Income Tax of the People’s Republic of China and its implementing
rules which has come into effect since 1 January 2008 and other relevant rules, a PRC domestic
enterprise which pays dividend to a non-resident enterprise Shareholder in respect of accounting period
beginning from 1 January 2008 shall withhold and pay enterprise income tax at the rate of 10%. The
Company, as a PRC domestic enterprise, is required to withhold corporate income tax at the rate of
10% before distributing the final dividend to non-resident enterprise Shareholders as appearing on the
H Shares register of members of the Company. Any Shares registered in the name of the non-individual
registered Shareholders, including HKSCC Nominees Limited, other nominees, trustees or other groups and
organizations will be treated as being held by non-resident enterprise Shareholders and therefore will be
subject to the withholding of the corporate income tax by the Company.

Should the holders of H Shares have any doubt in relation to the aforesaid arrangements, they are
recommended to consult their tax advisors for relevant tax impact in the PRC, Hong Kong and other
countries (regions) on the possession and disposal of the H Shares.

Shareholders should read the information herein carefully. If anyone would like to change the identity of
Shareholder, please enquire about the relevant procedures with the nominees or trustees. The Company
is neither obligated nor responsible for ascertaining the identity of the Shareholders. In addition, the
Company will withhold the corporate income tax in strict compliance with the relevant laws or regulations
and strictly based on what has been registered on the Company’s H Shares register of members as at the
Dividend Entitlement Date. The Company will disregard and assume no liabilities for any requests or claims
in relation to any delay or inaccuracy in ascertaining the identity of the Shareholders or any disputes over
the mechanism of withholding of corporate income tax.

Shareholders are advised that the aforesaid arrangements are not applicable to the arrangements for

distribution of the final dividend in respect of A Shares, which however will be published in a separate
announcement at the SSE by the Company.
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Summary financial information

A summary of the published results and assets, liabilities and non-controlling interests of the Group for the
last five financial years, as extracted from the audited financial statements, and restated/reclassified as

appropriate, is set out below. This summary does not form part of the audited financial statements.

Year ended 31 December

2014 2013 2012 2011 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
RESULTS
PROFIT BEFORE TAX 1,299,848 1,309,936 1,439,828 1,565,020 1,366,236
Income tax expense (227,977) (229,226) (228,917) (245,978) (210,131)
PROFIT FOR THE YEAR 1,071,871 1,080,710 1,210,911 1,319,042 1,156,105
Other comprehensive income
for the year, net of tax 30,170 (5,656) 2,361 (12,592) 27,970
TOTAL COMPREHENSIVE
INCOME FOR THE YEAR 1,102,041 1,075,054 1,213,272 1,306,450 1,184,075
Profit attributable to:
Owners of the Company 975,999 1,015,142 1,180,931 1,304,163 1,145,274
Non-controlling inferests 95,872 65,568 29,980 14,879 10,831
1,071,871 1,080,710 1,210,911 1,319,042 1,156,105
Total comprehensive
income attributable to:
Owners of the Company 1,006,169 1,009,486 1,183,291 1,291,576 1,173,234
Non-controlling interests 95,872 65,568 29,981 14,874 10,841
1,102,041 1,075,054 1,213,272 1,306,450 1,184,075

ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS

As at 31 December

2014 2013 2012 2011 2010
RMB’000 RMB000 RMB'000 RMB'000 RMB'000
TOTAL ASSETS 28,803,105 23,989,082 19,336,400 16,754,726 11,897,333
TOTAL LIABILITIES (16,435,703)  (12,458,441) (8,889,974 (7,247,450) (3,473,336
NON-CONTROLLING
INTERESTS (601,375) (526,138) (193,200) (162,11¢) (104,362)
EQUITY ATTRIBUTABLE TO
OWNERS OF
THE COMPANY 11,766,027 11,004,503 10,253,226 9,345,160 8,319,635
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Property, plant and equipment

Details of movements in the property, plant and equipment of the Company and the Group during the Year
are set out in note 12 to the financial statements.

Share capital
There were no movements in either the Company’s authorised or issued share capital during the Year.
Pre-emptive rights

There are no provisions for pre-emptive rights under the Company’s Articles of Association or the laws
of the PRC which would oblige the Company to offer new shares on a pro rata basis to the existing

Shareholders.

Repurchase, redemption or sale of listed securities of the
Company

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

Reserves

Details of movements in the reserves of the Company and the Group during the Year are set out in note
32 to the financial statements and in the consolidated statement of changes in equity, respectively.

Distributable reserves

At 31 December 2014, the Company'’s reserves available for distribution, calculated in accordance with
HK GAAP amounted to RMB2,971,633,000, The Company’s distributable reserves as at 31 December
2014 determined under HK GAAP were lower than those determined under PRC GAAP. In addition, in
accordance with the Company Law of the PRC, the Company’s share premium account, in the amount of
RMB2,654,601,000 may be distributed in the form of fully paid bonus shares.

Major customers and suppliers

The five largest customers of the Group accounted for less than 30% of the total revenue of the Group
during the Year. Purchases from the Group's five largest suppliers accounted for 35.50% of the total
purchases for the year, and purchase from the largest supplier included therein amounted to 12.49%.
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Directors and Supervisors

The Directors and the Supervisors of the Company during the year were:

Executive Directors:

Mr. Zhou Liming (Chairman)

Mr. Gan Yongyi (Vice Chairman)
Mr. He Zhuqing

Non-executive Directors:
Mr. Wu Xinhua (Vice Chairman)
Mr. Tang Yong

Mr. Huang Bin

Mr. Wang Shuanming

Independent non-executive Directors:

Mr. Sun Huibi

Mr. Guo Yuanxi

Mr. Fang Guijin (resigned on 28 May 2014)

Mr. Chen Weizheng (appointed on 28 May 2014)
Mr. Yu Haizong

Supervisors:

Mr. Feng Bing

Mr. Dan Yong

Mr. Ouyang Huajie

Mr. Lu Ning (resigned on 19 March 2014)
Madam He Kun (appointed on 28 May 2014)
Mr. Jian Shixi

Madam Yang Jingfan

All the members of the Board and Supervisory Committee are appointed for a 3-year term from the date
of approval at the first extraordinary general meeting where such appointments were considered and
approved until expiry of the term of the fifth session of the Board and the Supervisory Committee on 28

March 2016.

The Company has received from each of the independent non-executive Directors an annual confirmation
of his/her independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all of the

independent non-executive Directors are independent.
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Directors’, Supervisors’ and senior management’s biographies

Biographical details of the Directors and the Supervisors of the Company and the senior management
of the Group are set out under the section of “Profile of Directors, Supervisors, Senior Management and
Employees” of the annual report.

Directors’ service contracts

Each of the Directors of the Company has entered into a service contract with the Company from their
respective date of appointment for a term of three years.

None of the Directors of the Company has entered into any service contract with the Company which is
not determinable by the Company within one year without payment of compensation, other than statutory
compensation.

Directors’ and Supervisors’ interests in major contracts

None of the Directors and Supervisors had a material interest, either directly or indirectly, in any contract
of significance to the business of the Group to which the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries was a party during the year.

Directors’, Supervisors’ and chief executives’ interests in
shares and underlying shares

As at 31 December 2014, none of the Directors, Supervisors and chief executives had any interest or
short position in the shares and underlying shares of the Company or any of its associated corporations
required to be registered pursuant to section 352 of the SFO, or otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.
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Substantial Shareholders’ and other persons’ interests in
shares and underlying shares

As at 31 December 2014, the following interests and short position of the shares and underlying shares
of the Company held by shareholders or other persons were recorded in the register of interests required
to be kept by the Company pursuant to section 336 of the SFO, or as otherwise notified to the Company
and the Hong Kong Stock Exchange are set out below:

Approximate
percentage
in the total
Long Number of share capital Approximate
Class of position/ the Company’s or the  percentage
Name Shares  Short position shares held Company in A/H Shares Capacity
NI A Shares  Long Position 975,060,078 31.88% 45.08% Beneficial owner
H Shares  Long Posifion 54,182,000 1.77% 6.05% Beneficial owner
Total: 1,029,242,078 33.66% = Beneficial owner
Huajian Company A Shares  Long Position 664,487,376 21.73% 30.72% Beneficial owner

Save as disclosed above, as at 31 December 2014, no person had registered an interest or short position
in the shares or underlying shares of the Company that was required to be recorded pursuant to section
336 of the SFO.

Directors’ and Supervisors’ interests in competing businesses

During the year and up to the date of this report, none of the Directors or Supervisors of the Company
were considered to have any interests in a business which competes or is likely to compete, either directly
or indirectly, with the businesses of the Group, as defined in the Listing of Securities on the Listing Rules.
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Continuing connected transactions

During the year, the Company and the Group had the following continuing connected transactions, certain
details of which are disclosed in compliance with the requirements of Chapter 14A of the Listing Rules:

(a)

(b)

(d)

On 1 February 2004, Chengle Company entered into a five year tenancy agreement (the “First
Tenancy Agreement”) with Sichuan Highway Development, whereby Sichuan Highway Development
leased out a certain part of its office buildings to Chengle Company at an annual rental of
RMB1,195,000. The tenancy agreement was extended for another five years when the First Tenancy
Agreement expired on 31 January 2009 at an annual rental of RMB1,138,000. On 1 April 2013,
the third tenancy agreement was signed between two parties for a lease term of five years expiring
on 31 March 2018 at an annual rental of RMB799,000. During the Year, the rental paid by the
Group to Sichuan Highway Development amounted to RMB799,000 (2013: RMB884,000).

On 24 December 2010, the Company and Sichuan Zhineng Transportation System Management
Company Limited (“Zhineng Company”), a subsidiary of Sichuan Highway Development, entered
into a service agreement, in relation to provision of a computer system on expressways network
toll fee collection and technological services to the expressways of the Company, with a service
charge of 0.4% of toll income for a term of 3 years from 1 January 2011 to 31 December
2013. On 11 December 2013, the Company renewed the service agreement for a term of 3
years from 1 January 2014 to 31 December 2016, with a service charge of 0.4% of toll income
or RMB15,000,000 per annum, whichever is lower. During the Year, the Group paid a total of
approximately RMB11,005,000 (2013: RMB10,387,000) to Zhineng Company as service fee.

On 1 October 2010, the Company entered into a one year tenancy agreement with STI whereby
the Company leased out a certain part of its office buildings to STl at an annual rental of
RMB2,035,000. The tenancy agreement was extended at the same annual rental for another
one year when the first tenancy agreement expired on 1 October 2011, and was extended at
RMB2,442,000 per annum for another one year since 1 October 2012. During the Year, the rental
received from STI amounted to RMB2,442,000 (2013: RMB2,136,000).

On 17 October 2013, the Company, Trading Construction Company and STl entered into
continuing connected transaction framework agreements, and had the following continuing
connected transactions.

During the Year Trading Construction Company was engaged by the Group to undertake
various construction work of expressways and ancillary facilities; daily maintenance work of
expressways and ancillary facilities; emergency or rescue works of expressways and ancillary
and municipal construction works. Construction revenue recognised during the Year amounted to
RMB267,032,000, which was below the cap amount of RMB2,260,000,000.

During the Year, Trading Construction Company was engaged by STl Group to various construction
work of expressways and ancillary facilities; daily maintenance work of expressways and ancillary
facilities; emergency or rescue works of expressways. Construction revenue recognised during the
Year amounted to RMB1,084,581,000, which was below the cap amount of RMB3,400,000,000.

During the Year, the Group purchased materials from STI Group, which included raw materials,
machinery and electronic equipment for various infrastructure construction projects. Purchase amount
recognised during the Year amounted to RMB90,154,000, which was below the cap amount of
RMB800,000,000.
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As the Company expected the abovesaid agreements would expire on 31 December 2014, the
Company, Trading Construction Company and STl renewed the said agreements on 31 October
2014 for the term commencing from 1 January 2015 to 31 December 2015. For details, please
refer to the announcement and circular of the Company dated 31 October 2014 and 10 December
2014 respectively.

On 27 March 2014, Zhonglu Energy, a subsidiary of the Company, entered into the following
continuing connected transactions in relation to the procurement of heavy crude oil, fuel, asphalt
and refined oil and the provision of logistic services with PetroChina Company Limited Sichuan
Oil Sales Branch (“PetroChina (Sichuan Qil Sales Branch)”), PetroChina Fuel Oil Company Limited
Southwest Sales Branch(“PetroChina (Southwest Sales Branch)”), PetroChina Company Limited
Sichuan Sales Branch (“PetroChina (Sichuan Sales Branch)”), CNPC Transportation Co., Ltd.
Sichuan Branch (“CNPCT (Sichuan Branch)”) and Trading Construction Company respectively:

Pursuant to the Heavy Oil & Fuel Agreement entered into between Zhonglu Energy and PetroChina
(Sichuan Qil Sales Branch), Zhonglu Energy agreed to purchase heavy oil and fuel from PetroChina
(Sichuan Qil Sales Branch) for the period from 27 March 2014 to 31 December 2014. Purchase
amount recognised during the Year approximate to RMB702,522,000, which was below cap
amount of RMB1,500,000,000.

Pursuant to the Asphalt Agreement entered into between Zhonglu Energy and PetroChina
(Southwest Sales Branch), Zhonglu Energy agreed to purchase asphalt from PetroChina (Southwest
Sales Branch) for the period from 27 March 2014 to 31 December 2014. Purchase amount
recognised during the Year approximate to RMB8,506,000, which was below cap amount of
RMB260,000,000.

Pursuant to the Refined Oil Agreement entered into between Zhonglu Energy and PetroChina
(Sichuan Sales Branch), Zhonglu Energy agreed to purchase refined oil from PetroChina (Sichuan
Sales Branch) for the period from 27 March 2014 to 31 December 2014. Purchase amount
recognised during the Year approximate to RMB943,463,000, which was below cap amount of
RMB1,183,000,000.

Pursuant to the Refined Oil Carriage Agreement entered into between Zhonglu Energy and CNPCT
(Sichuan Branch), CNPCT (Sichuan Branch) agreed to provide refined oil carriage service to
Zhonglu Energy for the period from 27 March 2014 to 31 December 2014. Purchase amount
recognised during the Year approximate to RMB5,311,000, which was below cap amount of
RMB7,000,000.

Pursuant to the Materials Purchase Agreement entered into between Zhonglu Energy and Trading
Construction Company, Zhonglu Energy agreed to sell petrochemicals such as asphalt and
refined oil and other raw materials to Trading Construction Company and its subsidiaries for the
period from 27 March 2014 to 31 December 2014. Sales amount recognised during the Year
approximate to RMB15,553,000, which was below cap amount of RMB325,000,000.
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NON EXEMPT CONNECTED TRANSACTION

On 15 September 2014, Suiguang Suixi Company, a wholly-owned subsidiary of the Company, entered
into the building construction agreement with Sichuan Expressway Construction Company Limited
(“Expressway Construction Company”), pursuant to which the Company agreed to engage Expressway
Construction Company as the contractor to undertake the construction project of Section SX-FJ1 of the
building construction project of Suining-Xichong expressway at the consideration of RMB49,517,584. As
at the date of the building construction agreement, Expressway Construction Company is a subsidiary
controlled by Sichuan Highway Development Holding Company, which is in turn wholly-owned by
STl, the controlling shareholder of the Company. As such, pursuant to Rule 14A.07(4) of the Listing
Rules, Expressway Construction Company is a connected person of the Company and the transaction
contemplated under the building construction agreement constitutes a connected transaction of the
Company. For details, please refer to the announcment of the Company dated 15 September 2014.

Further details of the Group’s connected transactions during the year are included in note 36 to the
financial statements.

The independent non-executive Directors of the Company have reviewed the continuing connected
transactions set out above and have confirmed that these continuing connected transactions were entered
into (i) in the ordinary and usual course of businesses of the Group; (ii) on normal commercial terms or
on ferms no less favourable to the Group than terms available from independent third parties; and {iii) in
accordance with the relevant agreements governing them on terms that are fair and reasonable and in the
interests of the Shareholders of the Company as a whole.

Ernst & Young, the Company’s auditors, were engaged to report on the Group’s continuing connected
transactions in accordance with Hong Kong Standard on Assurance Engagements 3000 Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information and with reference to
Practice Note 740 Auditor’s Letter on Continuing Connected Transactions under the Listing Rules issued by
the Hong Kong Institute of Certified Public Accountants. Ernst & Young have issued their unqualified letter
containing their findings and conclusions in respect of the continuing connected transactions disclosed
above by the Group in accordance with Rule 14A.56 of the Listing Rules. A copy of the auditors’ letter
has been provided by the Company to the Stock Exchange.

Sufficiency of public float

Based on information that is publicly available to the Company and within the knowledge of the Directors,
at least 25% of the Company’s total issued share capital was held by the public as at the date of this
report.

Events after the reporting period

Details of significant events after the reporting period of the Group are set out in note 39 to the financial
statements.
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Auditors

Shine Wing Accountants (LLP) and Ernst & Young retire and a resolution for their reappointment as
domestic and international auditors of the Company will be proposed at the forthcoming 2014 AGM.

Closures of register of members of H Shares

For the purposes of determining the shareholders’ entitlement to attend the 2014 AGM and to receive the
2014 final dividend, the H Shares register of members of the Company will be closed during the following
periods:

(a)  In respect of attending and voting at the 2014 AGM

Deadline for lodging transfer documents 4:30 p.m. on 28 April 2015 (Tuesday)
Closure period of the H Shares register From 29 April 2015 (Wednesday) to
of members 29 May 2015 (Friday)
(both days inclusive)
Record date 29 May 2015 (Friday)
Date of the 2014AGM 29 May 2015 (Friday)
(b)  In respect of the entitlement to 2014 final dividend
Deadline for lodging transfer documents 4:30 p.m. on 3 June 2015 (Wednesday)
Closure period of the H Shares register From 4 June 2015 (Thursday) to

9 June 2015 (Tuesday)
(both days inclusive)
Dividend Entitlement Date 9 June 2015 (Tuesday)

In order to be entitled to attend and vote at the 2014 AGM, and to receive the 2014 final dividend of the
Company, H shares shareholders should ensure that all transfer documents, accompanied by the relevant
share certificates are lodged with the Company’s H Shares Registrar, Hong Kong Registrars Limited, at
Rooms 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, before

the time above designated for lodging transfer documents.
Shareholders are advised that the Company will make a separate announcement on the Shanghai Stock

Exchange in respect of details of the arrangements regarding the distribution of 2014 final dividend to A
shares shareholders and details of A shares shareholders’ eligibility for attending the 2014 AGM.

By order of the Board

Zhou Liming
Chairman

Chengdu, Sichuan Province, the PRC
26 March 2015
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I. Basic Information of Directors, Supervisors, Senior
Management and Employees for the Year

Zhou Liming
Gan Yongyi
W Xinhua
Tang Yong
Huang Bin
Wang Shuanming
He Zhuging
Sun Huibi

Guo Yuanxi
Fang Guijin
Chen Weizheng
Yu Haizong
Feng Bing

Dan Yong
Ouyang Huajie
Lu Ning

He Kun

Jian Shixi

Yang Jingfan
Luo Maoguan
Lin Binhai

Liv Junjie
Zhang Yongnion
Pan Feng

Gender Age
Male 51
Male 51
Male 48
Male 50
Male 47
Male 55
Male 38
Male 70
Male 64
Male 52
Male 64
Male 51
Male 52
Male 45
Male 46
Male 32
Female 38
Male 58
Female 53
Male 49
Male 55
Male 50
Male 52
Male 41

Length of services
with the Company

From September 2002 fo present
From March 2001 fo present
From May 2013 fo present

From March 2007 to present
From March 2013 o present
From March 2007 fo present
From December 2013 fo present
From March 2013 o present
From March 2013 fo present
From March 2013 fo May 2014
From May 2014 fo present

From March 2013 fo present
From June 2005 to present

From March 2013 o present
From March 2007 fo present
From December 2013 fo March 2014
From May 2014 fo present

From August 1997 to present

From March 2007 to present
From December 2006 to present
From August 2002 to present
From February 2009 fo present
From August 1997 fo present
From October 2013 o present

Total
remuneration
received from

Position during the Company for
the Reporting Period the Year
(RMBO'000)
[before fax]
Chairman 0.00
Vice Chairman and General Manager 36.53
Vice Chairman 0.00
Director 0.00
Director 0.00
Director 0.00
Director and Deputy General Manager 32.94
Independent Non-execufive Director 8.00
Independent Non-executive Director 8.00
Independent Non-executive Director 333
Independent Non-execufive Director 4.67
Independent Non-executive Director 8.00
Chairman of Supervisory Committee 35.84
Supervisor 0.00
Supervisor 0.00
Supervisor 0.00
Supervisor 0.00
Supervisor and Chairman
of Labor Union 29.56
Supervisor 29.86
Deputy General Manager 23.05
Deputy Party Secretary 29.56
Deputy General Manager 29.56
Secretary fo the Board 2956
Financial Controller 23.05

The remuneration of each Director, Supervisor and senior management was below HK$1,000,000.

During the Reporting Period, none of the Directors, Supervisors and senior management of the

Company held or dealt in the securities of the Company.
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Changes of Directors, Supervisors and Senior
Management

On 18 March 2014, Mr. Fang Guijin resigned as an independent non-executive Director, Chairman
of Remuneration and Appraisal Committee, members of Audit Committee and Strategic Committee
of the Company due to his personal career commitments. In accordance with the relevant
regulations of the Company Law, the Guiding Opinion on Establishment of Independent Director
Systems by Listed Companies ({(BRELTREYBIEEHENKEZR)) and the Articles
of Association of the Company, Mr. Fang Guijin shall continue to perform relevant duties as an
independent non-executive Director of the Company and special committees of the Board prior to
the election of the new independent non-executive Director by the Company, and his resignation will
only be effective upon the election of the new independent non-executive Director at the Company's
general meeting.

Mr. Lu Ning resigned as a supervisor of the Company with effect from 19 March 2014 due to
adjustment of his personal career commitments.

At the 2013 AGM held on 28 May 2014, Mr. Chen Weizheng was appointed as an independent
non-executive Director of the fifth session of the Board of the Company, and was elected as
members of Audit Committee, Strategic Committee and the Chairman of Remuneration and
Appraisal Committee at the meeting of the Board and its special committees held on the same day.
As mentioned above, Mr. Fang Guijin’s resignation will be effective upon the appointment of Mr.
Chen Weizheng; Ms. He Kun was appointed as a supervisor of the fifth session of the Supervisory
Committee.

Biographies of Directors, Supervisors and Senior
Management

() Biographies of incumbent Directors for the Year are as
follows:

Mr. Zhou Liming: aged 51, graduated from Southwest Jiaotong University and obtained a
bachelor degree in engineering from Southwest Jiaotong University and a master degree in
economics from Sichuan University. He was a lecturer at Southwest Jiaotong University, and
worked as the head of Research Department of the Sichuan Provincial People’s Government,
secretary of the Department of General Office of Sichuan Provincial People’s Government,
deputy director of Road Administration Bureau of Sichuan Provincial Department of
Transportation (“SPDT”), assistant to the Mayor of the Neijiang Municipal People’s
Government in Sichuan Province, Chairman of the Company and the General Manager of
Sichuan Highway Development. Mr. Zhou is currently a director of STI, a adjunct professor
of Southwest Jiaotong University, and an executive Director and the Chairman of the fifth
session of the Board of the Company.
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Mr. Gan Yongyi: aged 51, graduated from Chongqing Jiaotong College with a bachelor
degree majoring in civil engineering of road and bridge transportation. He is a senior
engineer. He once worked in Division | and Division VI of Sichuan Bridge Engineering
Company Limited (/U)I| & #5 % T2 7)) as deputy chief, chief of Division VI as well as the
deputy manager of Sichuan Bridge Engineering Company Llimited. He also served as the
manager of the Bridge Branch of Sichuan Road and Bridge Group (PUJI| 3818 & EER S A F),
deputy general manager of Sichuan Road & Bridge Co., Ltd. and Deputy General Manager
of the Company. Mr. Gan is currently an executive Director and Vice Chairman of the fifth
session of the Board and the General Manager of the Company.

Mr. Wu Xinhua: oged 48, graduated from Renmin University of China. He was the
manager of the securities department of CSG Holding Co., Ltd. (formerly known as “China
Southern Glass Co., Ltd.”, listed on the Shenzhen Stock Exchange), and an executive
director and the general manager of the investment banking division of China Merchants
Securities Co., ltd. (listed on the Shanghai Stock Exchange). Mr. Wu had also served as a
director or vice chairman of Fujian Expressway Development Co., Ltd. (listed on the SSE),
Jiangsu Yangtze Bridge Co., Ltd. and Jiangsu Guangjing Xicheng Expressway Co., Ltd. He
is an executive director and chief operating officer of China Merchants Holdings (Pacific)
Limited (listed on the Singapore Exchange). He is currently the deputy general managers
of Huajian Company and China Merchants Holdings (Pacific) Limited, and an director and
vice president of Anhui Expressway Company Limited (listed on the Stock Exchange), and
concurrently serves as the executive vice-president of Expressway Operations Management
Branch of the China Highway and Transportation Society, and a non-executive Director and
Vice Chairman of the fifth session of the Board of the Company.

Mr. Tang Yong: aged 50, graduated from Sichuan Transportation School and Highway
College of Chang’an University with a master’s degree in engineering. He is a professor-level
senior engineer. He was a technician, assistant engineer, deputy section head, and section
head of Road Maintenance Section of Dazhu County, Sichuan, deputy director of the
Communications Department of Dazhu County, deputy director of the Communications
Department of Dachuan District, Sichuan, director and general manager of Sichuan
Road & Bridge Co., Ltd., general manager of Sichuan Dayu Expressway Construction
Development Co., Ltd., head of the Construction Management Division of the SPDT, head
of Comprehensive Planning Division of Sichuan Province, and Chairman of the Company.
Currently, he is a director of STI, chairman of Sichuan Highway Development and a
non-executive Director of the fifth session of the Board of the Company.

Mr. Huang Bin: aged 47, graduated from Southwest Jiaotong University with a bachelor
degree in industrial and civil construction and from Southwest Finance University with a
master’s degree in business administration. He was deputy head of the Investment Division
of Sichuan Development and Planning Committee; deputy head of the Division of Foreign
Affairs and Foreign Economic Relations of Sichuan Development and Planning Committee;
deputy head and head of the Division of Project Management and Coordination and head
of the Division of Development Planning and Industrial Policy of Sichuan Development and
Reform Committee; he is currently a director of STl and a non-executive Director of the fifth
session of the Board of the Company.
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Mr. Wang Shuanming: aged 55, successively graduated from Dongbei University of
Finance and Economics and Military Economics Academy with a master degree, holds the
title of senior accountant and certified public valuer. He was an assistant in the Finance
Division of the Logistics Department of Chengdu Military Area, assistant accountant in the
Second Military Warehouse of Chengdu Military Area, assistant accountant and accountant
in the 38th Division of the Llogistics Department of Chengdu Military Area, assistant
researcher and deputy head of the Finance Division of SPDT, chief of the Management on
Vehicle Purchase Surcharges Collection in Sichuan Province, and director and deputy general
manager of Sichuan Highway Development. He is currently the chief economist of STI, and a
non-executive Director of the fifth session of the Board of the Company.

Mr. He Zhugqing: aged 38, was graduated from Xi‘an Jiaotong University with a doctoral
degree in Management and was an associated researcher. Mr. He served in Changqing
Petroleum Exploration Bureau (& & A H &% /@) and PostDoctoral Research Center of China
Merchants Group (3B @& B+ 1% T{Euk). He currently serves as the general manager of
Investment and Development Department of Huajian Company, a director of Hubei Chutian
Expressway Company Llimited (it XS RAKKMDBRAF) (o company listed on the
Shanghai Stock Exchange), and an executive Director of the fifth session of the Board and
the General Manager of the Company.

Mr. Sun Huibi: aged 70, graduated from the Department of Electrical Engineering of
Chongqing University majoring in electric power, holds the title of professor level senior
engineer and is an expert entitled to government allowance from the State Council. He
has successively served as a deputy head, head and other positions at the Electricity
Bureau of Sichuan Province, the Economic Committee of Sichuan Province and the Planning
Commission of Sichuan Province. He was the deputy general manager, general manager
and president of Sichuan Engineering Consulting and Research Institute (formerly known
as Sichuan International Engineering Consulting Company), head of Sichuan Engineering
Consulting Association, member of Sichuan Advisory Group on Science and Technology
and Chengdu Advisory Group on Science and Technology, and an independent director of
Sichuan Xichang Electric Power Co., Ltd. (FU)II 75 & E N HB EBR A R]) (a company listed on
the Shanghai Stock Exchange). Mr. Sun is currently an independent non-executive Director of
the fifth session of the Board of the Company.
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Mr. Guo Yuanxi: aged 64, graduated from the Department of Economics of Sichuan
University, an expert entitled to special government allowance from the State Council,
an excellent expert with outstanding contributions, an academic and technology pioneer
in Sichuan province, professor and doctoral supervisor. He was an assistant researcher,
associate researcher, and researcher in the Institute of Economics under Sichuan Academy
of Social Sciences, the deputy director and director of the Research Society for Economic
System Reform (4% % 82 %I 2t £ W1 FT F), managing deputy editor and director of the magazine
“Reform of Economic System”, advisor to the leading group for the enterprises reform
pilot program of the provincial Party Committee and provincial government of Sichuan, a
member of the steering group for PhD candidates in the College of Business Administration
of Southwestern University of Finance and Economics, a member of the fifth standing
committee of the Sichuan Association for Science and Technology, and deputy mayor of the
People’s Government of Deyang, Sichuan. He once served as an independent non-executive
director of Chengdu People’s Department (Group) Store Co., ltd. (a company listed on the
Shanghai Stock Exchange), Xinjiang Hops Co., Ltd. (a company listed on the Shanghai
Stock Exchange) and Wuliangye Yibin Co., ltd. (a company listed on the Shenzhen Stock
Exchange). Currently he is a professor, researcher and a doctoral supervisor of Southwestern
University of Finance and Economics, and an independent non-executive director of Sichuan
Laoken Technology Co., Ltd. (O)I1 £ 5 &5 ABR A F]) and the fifth session of the Board
of the Company.

Mr. Chen Weizheng: aged 64, graduated from University of Toronto, Canada, with
a master’s degree in business administration. He is an academic and technical leader in
Sichuan Province. Mr. Chen has long been engaged in education and scientific research in
respect of human resources management, organizational behavior, enterprise shareholding
reform and corporate governance. He has undertaken various research projects in
National Natural Science Funds, National Social Science Funds and Humanities and Social
Sciences Funds of the Ministry of Education. Mr. Chen has published more than 30 kinds
of monographs, translations and textbooks, as well as more than 100 theses. He had
concurrently served as a distinguished professor in the training department of the State
Economic and Trade Commission, guest researcher in the Asia Research Centre of York
University, Canada, guest professor in the PRC MBA teaching school of the University of
Wales, guest professor in the PRC MBA teaching school of the College of Business and
Economics in the Australian National University, guest professor in the EMBA project of the
Huazhong University of Science and Technology, guest professor in the EMBA project of
Dalian University of Technology, guest professor in Ericsson (China) Management Academy,
member of The International Institute of Management, founding member of the International
Association for Chinese Management Research, advisor in the science and technology
advisory group of the government of Sichuan Province. Mr. Chen has served as a professor
in the Business School of Sichuan University, supervisor of the doctoral candidates in
corporate organization and human resources management since 1999. Recently, he is in
charge of various national research projects in relation to human resources management,
organizational behavior and corporate governance, etc. He also undertakes the training of
human resources management, organizational behavior and corporate governance in various
companies.
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Mr. Yu Haizong: aged 51, graduated from Southwestern University of Finance and
Economics with a bachelor degree, a master degree in economics (accounting) and a
doctoral degree in management (accounting). He is a certified public accountant in the
PRC, a senior member of the Accounting Society of China, vice-president of Chengdu Real
Estate and Accounting Association (X ESEHEE:T2€) and a member of the education
committee under the Sichuan Institute of Certified Public Accountants. He once worked at
the finance department of Sichuan Tranvic Iron & Steel Group (P4)I|)I1 & 0 % @) and
served as an independent non-executive director of Guoxing Rongda Real Estate Co., Ltd.
(a company listed on the Shenzhen Stock Exchange), Sichuan Jinyu Automobile City (Group)
Co., ltd. (a company listed on the Shenzhen Stock Exchange) and Chengdu Hongqi Chain
Co., lid. (a company listed on the Shenzhen Stock Exchange). He has been teaching in
Southwestern University of Finance and Economics since 1993, and is currently a professor
in the School of Accounting therein, as well as an independent non-executive director of
Chengdu Tianxing Instrument and Meter Co., Ltd. (a company listed on the Shenzhen Stock
Exchange), China Vanadium Titano-Magnetite Mining Company Limited (a company listed on
the Stock Exchange), Sichuan Jiuzhou Electronic Co., Ltd. (a company listed on the Shenzhen
Stock Exchange) and the fifth session of the Board of the Company.

Biographies of incumbent Supervisors for the Year are as
follows:

Mr. Feng Bing: aged 52, graduated from Xi‘an Road College and obtained a bachelor
degree majoring in automatic control in traffic engineering and from Chang’an University
majoring in traffic and transportation planning and management with a master degree. He is
a senior engineer. He had been the Party Secretary of the direct body under the SPDT, senior
staff member and principal staff member of the Planning Division of the SPDT, and deputy
head, investigator and head of the Overall Planning Division of the SPDT. He is currently
an independent non-executive director of Jilin Expressway Company Limited (a company
listed on the SSE) and the Chairman of the fifth session of the Supervisory Committee of the
Company.

Mr. Dan Yong: aged 45, holder of bachelor degree of laws of the Department of Politics
of Southwest Normal University and master degree in executive management of the University
of Electronic Science and Technology of China. He had been the deputy head of the office
of Highway Transport Management Bureau (during the term thereof he had been appointed
deputy head of the Transportation Bureau of Muchuan County and vice-president of Muchuan
Vocational Middle School), deputy head of Education Division, head of Science Education
Division, head of Policy and Regulation Division, member of the bureau Sub-group of Party
Committee, head of Disciplinary Section, deputy party secretary of the bureau, secretary
to Discipline Committee of SPDT; office chief of Sichuan Transportation Investment Group
Corporation, and the assistant to the general manager and head of the Party Community
Working Department (Discipline Inspection and Supervision Office) of STI. He is currently the
assistant to the general manager and head of the Investment and Development Department
of STl and a Supervisor of the fifth session of the Supervisory Committee of the Company.
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Mr. Ouyang Hudgijie: aged 46, graduated from the Accounting Department of Southwest
Finance University majoring in accounting with a bachelor degree, and Sichuan University
with a master degree in economics. He is a senior accountant. He had worked in
state-owned Hongguang Electronic Tube Factory, Sichuan Tongya Industries Development
Company, Sichuan Shuhai Communications Investment Company Limited and Sichuan
Highway Development. He had been the deputy manager of the Fund and Finance Division,
manager of the Fund and Finance Division, manager of the Finance Division and chief
economist of Sichuan Highway Development. He is currently the head of Finance and Assets
Division of STl and a Supervisor of the fifth session of the Supervisory Committee of the
Company.

Ms. He Kun, aged 38, holds a bachelor’s degree in accounting and a master’s degree
in economics from Renmin University of China. She is a certified public accountant
(non-practicing). She has served as the project manager of the securities management
department, planning and finance department and national capital trusteeship department
of Huajian Transportation Economic Development Center* (FE@EZ R EFEF L) (now
known as China Merchants Huajian Highway Investment Co., lid.* (HEBEZAKIKE
BBR2A7A)), project manager of the shareholding management No.2 department of China
Merchants Huajian Highway Investment Co., ltid.* (BREBEZAKKEFR A 7). Ms. He
had concurrently served as directors in Shangdong Expressway Company Limited* (L&
BRAEBMDABRAA) (listed on the Shanghai Stock Exchange) and Zhejiang Shangsan
Expressway Co. ltd.* (4L E =R QBB R2AF]), and supervisors in Anhui Expressway
Company Limited* (Z#6 @SR AKKMD AR A7) (listed on the Shanghai Stock Exchange
and the Stock Exchange), Sichuan Expressway Company Limited* (listed on the Shanghai
Stock Exchange and the Stock Exchange), Hubei Chutian Expressway Company Limited* (j#
BRXSRABERMD AR AR (listed on the Shanghai Stock Exchange), Fujian Expressway
Development Co., Uid.* (@RS ELAKEKRMHBRAR]) (listed on the Shanghai Stock
Exchange) and Jiangsu Ningjingyan Expressway Co., ltd. (I ZEEE SR ABKRMN AR A
7). At present, she serves as the assistant to general manager in the corporate management
department of China Merchants Huajian Highway Investment Co., ltd.* (EBEZE QKK

BEHRRAT).

Mr. Jian Shixi: aged 58, graduated from Sichuan Provincial Party School majoring
in economics and administration and is a senior economist. From 1986, he has been a
principal staff member of the Policy Research Office of SPDT, deputy chief of Sichuan Major
Highway Construction Directorate, office chief of the Expressway Administration Bureau of
the SPDT. He is currently a Supervisor of the fifth session of the Supervisory Committee and
the chairman of Labour Union of the Company.

Ms Yang Jingfan: aged 53, graduated from Business School of Sichuan University with
an MBA degree and is a political worker (B TAf). From 1991, she had been the deputy
office chief of the Management Division of Sichuan Dajian Road, senior staff member of
Sichuan Major Highway Construction Directorate, head of the Human Resources Division
of the Expressway Administration Bureau of the SPDT, and manager of the human resource
department of the Company. She is currently a Supervisor of the fifth session of the
Supervisory Committee and the manager of Supervision and Auditing Department of the
Company.
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(Ill) Biographies of other incumbent senior management for
the Year are as follows:

Mr. Gan Yongyi, please refer to the biographies of Directors.
Mr. He Zhuqing, please refer to the biographies of Directors.

Mr. Luo Maoquan: aged 49, graduated from the Faculty of Law of Sichuan University. He
was an officer of the Policy Research Office of the SPDT, deputy office chief, chief, head of
the human resources division, member of the sub-group of party committee, deputy director,
secretary of the sub-group of party committee, commander of the Sichuan Chengmian (le)
Expressway Construction Directorate. He is currently a Deputy General Manager of the
Company.

Mr. Lin Binhai: aged 55, graduated from the Research Centre of Renmin University of
China with an MBA degree and obtained an MBA degree from Burlington Commerce
College by distance education. He holds the title of a senior political worker (& 4% T
BM). He was a political commissar and party secretary of an arsenal factory of the People’s
Liberation Army. He is currently the deputy party secretary of the Company.

Mr. Liu Junjie: aged 50, graduated from Sichuan Suining Normal School, Northern
Sichuan Education College (majoring in Biology) and the Department of Industrial Economics
of Graduate School of Chinese Academy of Social Science. He holds a master’s degree
and the title of a senior political worker (& 4% TAf). He served as the deputy chief of the
general section of the Committee Office of Ganzi Prefecture, deputy secretary, principal
staff member and deputy director of the Committee Office of Aba Prefecture, director of
the inspection division of the Committee of Aba Prefecture, deputy mayor of Xiangtang
County, deputy secretary of the County Committee of Lixang County, deputy head of the
Bureau of Water Resources of Aba Prefecture and deputy director of the Safety Supervision
and Management Office of the SPDT. He is currently the Deputy General Manager of the
Company.

Mr. Zhang Yongnian: aged 52, graduated from the Faculty of Law of Sichuan University.
He served as judicial officer of the People’s Court of Emeishan City, Sichuan Province, deputy
chief of the Criminal Judicial Tribunal, deputy chief of the former Chengyu Expressway’s
long Quan Management Office, deputy head of Road Section of Chengyu Expressway
Management Office, deputy head of the Policy and Regulation Division of the Expressway
Administration Bureau of the SPDT, the office chief of the board of directors of the Company,
and a Director of the Company. He is currently the Secretary to the Board of the Company.

Mr. Pan Feng: aged 41, graduated from the Faculty of Mechanics of Nanjing University of
Science and Technology with a degree of bachelor of engineering in machinery design and
manufacture and from the School of Economics and Management of Sicuan University with
a degree of master of economics in national economics; he is a senior economist. He once
served a deputy manager and manager of the Finance Department of Sichuan Highway
Development and a deputy head of Finance and Assets Division of STI. He is currently a
Financial Controller of the Company.
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(IV) Biographies of Directors, Supervisors and other Senior

Management retired or resigned during the Year are as
follows:

Mr. Fang Guijin: aged 52, graduated from Southwest Jiaotong University with a
bachelor degree in transportation engineering, a master degree and a doctoral degree in
transportation planning and management. He is among the first batch of registered consulting
engineers in investment nationwide and a professor-level senior engineer. He once worked
at Chongging Iron & Steel Company Limited, and has served the Engineering Consulting
Research Institute of Sichuan since 1988 as the deputy director and director of the energy
and transportation project division and chief economist. He is currently the chief engineer of
the Engineering Consulting Research Institute of Sichuan and an independent non-executive
director of the fifth session of the Board of the Company.

Mr. Lu Ning: aged 32, was graduated from Chang’an University, majoring in
electromechanical engineering with a postgraduate degree. Mr. Lu served in Guizhou
Jinguan, Yunguan Highway Company Llimited* (EM &R - EEAKER A7) and the
department manager of China Merchants Asia Transportation Infrastructure Management
(Shenzhen) Company Llimited* (BE/BEir ABERERE ORY)BRAA). He currently
serves as the project manager of Operation and Management Department of Huajian
Company, a deputy general manager of Jiangsu Yangtze Bridge Co., Ltd. and a Supervisor
of the fifth session of the Supervisory Committee of the Company.
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PROFILE OF DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES (CONTINUED)

IV. Employees

As at 31 December 2014, details of the Group’s employees were as follows:

Number of in-service employees of the Company

(including its branches) 2,796
Number of in-service employees of major subsidiaries 1,767
Total number of in-service employees 4,563
Number of retired or resigned employees for which the Company

(including its branches) and its major subsidiaries are liable to bear costs Nil

Composition by Expertise

Type of Expertise Number of people
Production 3,194
Sales 88
Technical 502
Financial 137
Administrative 642
Total 4,563

Educational Level

Type of Education Level Number of people
Postgraduate 128
University graduate 947
Junior college graduate 1,729
Technical secondary school and below 1,759
Total 4,563
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PROFILE OF DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES (CONTINUED)

1. Employee’s Remuneration

The ftotal remuneration of the Company’s employees is correlated with the operating results
of the Company. The wages of the employees are comprised of fixed wages (including basic
salary, and salaries determined by the position and period of service) and performance
incentive bonus. Employee’s salary is determined with reference to his position (i.e. the
salary changes in accordance with the position of service) and performance. For the Year
ended 31 December 2014, the employees’ salary of the Group totaled approximately
RMB330,522,000 (of which approximately RMB180,337,000 for the employees of the
Company (including its branches)).

2. Employee’s Insurance and Welfare

The Company cherishes employees and protects their lawful interests. The Company has
improved various types of social insurance for employees in strict compliance with all
applicable PRC labour security policies. Expenses for various types of social insurances for
retirement, healthcare, unemployment, work related injury, childbirth, catastrophic illness
and accident have been paid in full by the Company for the employees. Meanwhile, the
Company has made contributions to the housing accumulation fund and enterprise annuity
fund for the employees in compliance with the requirements under applicable laws and
policies.

3. Staff Training

The Company highly values staff training and provides trainings of various aspects and
types to improve the comprehensive quality and business standard of its staff. During the
Reporting Period, the Company has organised various centralized and specific trainings
such as job-specific skills for technicians and continuing education for professional technical
staff. A total of 4,500 attendances of the Company’s employees (including its branches) was
recorded for the above training courses.
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REPORT OF THE SUPERVISORY COMMITTEE

During the Reporting Period, all members of the Supervisory Committee have strictly complied with the
requirements of the Company Law of the People’s Republic of China, the Listing Rules of the SSE and the
Stock Exchange, the Articles of Association and the Rules of Procedure of the Supervisory Committee.
Based on the principle of good faith, they performed their duties prudently and actively with an aim to

safeguard the interest of the Shareholders, the Company and the employees.

I. Work of the Supervisory Committee

During the Year, the Supervisory Committee held 5 meetings in total. The notices, convening,
holding and resolutions of the meetings were in compliance with the requirements of the relevant

laws and regulations and the Articles of Association. Details of the meetings are as follows:

Meeting of the
Supervisory
Committee

The 7th Meeting of the fifth session
of the Supervisory Committee

The 8th Meeting of the fifth session
of the Supervisory Commitiee

Meeting Date Topics

24 March 2014 1.

27 March 2014 1.

10.
1.

Examining the resolufion in relation fo the exempfion of performance of
commitment of Sichuan Transportation Investment Group Corporation

Examining the resolution in relation fo the 2013 Work Report of the Supervisory
Committee;

Examining the resolution in relation to the Scheme of Profit Distribution and
Dividend Payment for 2013;

Examining the resolution in relation to the 2013 Implementation Report of
Financial Budgef;

Examining the resolution in relation fo the 2013 domesfic and overseas annual
reports and their summaries, efc.;

Examining the resolution in relation fo the 2013 Internal Control Evaluation
Report;

Examining the resolution in relation fo the 2013 Social Responsibility Report;
Examining the resolution in relation to the 2014 Annual Financial Budget;
Examining the resolution in relation to the re-appointment of ShineWing Certified
Public Accountants as the domestic auditor of the Company for the year 2014.
Examining the resolufion in relation to the re-appointment of Ernst & Young
Certified public Accountants as the international auditor of the Company for the
year 2014.

Examining the resolution in relation fo amendments fo the Articles of Association;
Examining the resolution in relation to nomination of Ms. He Kun as the
candidate for the supervisor of the fifth session of the Supervisory Commitiee
and the proposed remuneration;

Examining the resolution in relation to entering into the Heavy Oil and Fuel
Agreement between Zhonglu Energy and Sichuan Oil;

Examining the resolution in relafion fo entering info the Asphalt Agreement
between Zhonglu Energy and Southwest Branch;

Examining the resolution in relation to entering into the Materials Purchase
Agreement between Zhonglu Energy and Trading Construction Company;
Examining the resolufion in relation to entering into the Refined Oil Agreement
befween Zhonglu Energy and PefroChina (Sichuan Sales Branch);

Examining the resolufion in relation fo enfering into the PetroChina (Sichuan
Sales Branch) between Zhonglu Energy and CNPCT (Sichuan Branch).
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REPORT OF THE SUPERVISORY COMMITTEE (CONTINUED)
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Meeting of the
Supervisory
Committee Meeting Date

The 9th Meefing of the fifth session 29 April 2014
of the Supervisory Comnittee

The 10th Meeting of the fifth session 28 August 2014
of the Supervisory Comnittee

The 11th Meeting of the fifth session 30 October 2014
of the Supervisory Committee

Topics

1.

Examining the resolution in relation to the 2014 First Quarterly Report.

Examining the resolution in relation to the unaudited financial statements for the
6 months ended 30 June 2014, the 2014 interim report and its summary, efc.;
Examining the resolufion in relation to the non-distribution of any interim dividend
and not transferring capital reserve info share capital;

Examining the resolution in relation fo the 2014 Third Quarterly Report;
Examining the resolution in relation to the Construction Framework Agreement
entered info between Trading Construction Company and STI;

Examining the resolution in relation to the Construction Framework Agreement
entered info between the Company and Trading Construction Company;
Examining the resolution in relation to the Purchase Framework Agreement
entered into between the Company and STI;

Examining the resolufion in relation to that if the Company satisfies the conditions
for issuing the corporate bonds;

Examining the resolution in relation fo scheme of issuance of corporate bonds;

During the Reporting Period, the members of the Supervisory Committee of the Company jointly
implemented the function of supervision over the Company, actively cared for the Company’s
businesses and cautiously and diligently executed their respective responsibilities on the basis of
guaranteeing the overall profits of the Company and safeguarding the interests of Shareholders, the
Company and employees in a honest and kind manner.
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REPORT OF THE SUPERVISORY COMMITTEE (CONTINUED)

In 2014, the attendance of the meetings of the fifth session of the Supervisory Committee and
general meetings by the Supervisors is as follows:

Attendance of

general
Name of Supervisor Attendance of meetings of the Supervisory Committee meetings
Required

attendance in Number of
the meetings of meeting/ Number of
the Supervisory required  attendance/
Committee  Attendance in ~ Attendance via  Attendance by  attendance in number of
during the Year person  communications proxy the meetings meeting
Feng Bing 5 5 ] 0 5/5 1/1
Dan Yong 5 5 ] 0 5/5 1/1
Ouyang Huajie 5 5 ] 0 5/5 1/1
Lu Ning (Resigned) 0 0 0 0 0/0 0/0
He Kun 2 2 0 0 2/2 1/1
Jian Shixi 5 5 | 0 5/5 1/1
Yang Jingfan 5 5 ] 0 5/5 1/1
Number of meetings of the Supervisory Committee held during the Year 5
Of which: Number of physical meetings 4
Number of meetings held via communications 1
Number of meetings held by way of combination of both 0

During the Reporting Period, all Supervisors have attended the meetings of the Supervisory
Committee of the Company with due care and diligence, and offered professional suggestions and
independent judgments in respect of the material issues being discussed at the meetings by virtue of
their expertise and experience.

Independent opinions from the Supervisory Committee
on compliance of the Company’s operations with legal
requirements

During the Reporting Period, the Supervisors of the Company attended all general meetings and
Board meetings as observers and cautiously supervised and checked the convening procedures
of the meetings, resolutions and execution of the written resolutions of aforesaid meetings, and
effectively supervised the whole process of the Directors and senior management members’
operation and management and the implementation of the Company’s decisions.

The Supervisory Committee is of the opinion that the Company conducted its operations and made
decisions strictly in accordance with relevant rules and regulations, continuously improved its
internal control system and further enhanced its corporate governance. The Directors and senior
management of the Company are able to perform their own duties and execute the resolutions and
authorizations of the general meetings in compliance with relevant laws and regulations and with
the attitude of fidelity and due diligence and from the perspective of safeguarding the interests of
the Company and Shareholders as a whole, with no breach of laws and regulations, or conducts of
misusing authority or damaging the interests of the Company, its Shareholders and employees.
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lll. Independent opinions from the Supervisory Committee on

V.

the Company’s financial position

Having cautiously reviewed the Company’s 2014 First Quarterly Results Report, Interim Results
Report, Third Quarterly Results Reports, Annual Results Report and other accounting information,
efc, the Supervisory Committee is of the opinion that the Company’s financial income and
expenditure accounts are clear and the accounting, auditing and financial management are all
in line with relevant regulations without doubts. The Company’s PRC and international auditors,
Shinewing Certified Public Accountants (Special General Partnership) and Ernst & Young Certified
Public Accountants have respectively audited the 2014 Annual Financial Reports of the Company
under the PRC Accounting Standards for Business Enterprises and Hong Kong Financial Reporting
Standards, and have issued audit reports with standard unreserved opinions. The Supervisory
Committee is of the view that the audit reports have reflected the actual situations of the Company’s
financial income and expenditure, operating results and cash flows.

Independent opinions from the Supervisory Committee on
the Board’s Self-assessment Report on Internal Control

In order to implement the “Basic Rules for Internal Control of Enterprises” jointly issued by
the Ministry of Finance, the CSRC, the National Audit Office, the China Banking Regulatory
Commission and the China Insurance Regulatory Commission and the implementary guidelines
for corporate internal control, the Company fully and practically launched the construction of
corporate internal control system since the second half of 2010. During the Reporting Period, all
internal control tasks were carried out as scheduled and the internal control system of the Company
was further improved. Through making self-assessment of the effectiveness of the design and
implementation of the Company’s internal control as at 31 December 2014, the Board had issued
the 2014 Assessment Report on Internal Control.

The Supervisory Committee seriously considered and approved the 2014 Assessment Report
on Internal Control issued by the Board, and considered that the report comprehensively and
objectively reflected the establishment and operation of the Company’s internal control system. The
Company has established a relatively comprehensive internal control system and is continuously
optimizing and enhancing it, and has kept the standard operation of the Company under good
supervision and guidance.
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REPORT OF THE SUPERVISORY COMMITTEE (CONTINUED)

V. Independent opinions from the Supervisory Committee on
the Company’s connected transactions

Save for the connected transactions disclosed in note 36 to the financial statements, the Company
had no other connected transactions during the Reporting Period. In the opinion of the Supervisory
Committee, the Company’s connected transactions during the Reporting Period were conducted on a
just, fair and open basis and at reasonable considerations, and no circumstances were discovered
in which insider transactions were involved or the Board breached the principle of good faith in
decision-making, execution of agreements or information disclosure, efc.

The Supervisory Committee will continue to abide by its prudent and diligent practice,

conscientiously implement the duties of the Supervisory Committee and protect the legal interests of
Shareholders.

By Order of the Supervisory Committee

5.8

Chairman of the Supervisory Committee

Chengdu, Sichuan, the PRC
26 March 2015
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Ernst & Young 2K EHHRN B AT TelE 3%: +852 2846 9888
22/F, CITIC Tower BEBPRFEEIR FaxfB&: +852 2868 4432
1 Tim Mei Avenue FERE22E ey.com

EY Central, Hong Kong

To the shareholders of Sichuan Expressway Company Limited
(Established in the People’s Republic of China with limited liability)

We have audited the consolidated financial statements of Sichuan Expressway Company Llimited (the
“Company”) and its subsidiaries (together, the “Group”) set out on pages 92 to 188, which comprise the
consolidated and company statements of financial position as at 31 December 2014, and the consolidated
statement of profit or loss and other comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Directors’ responsibility for the consolidated financial
statements

The directors of the Company are responsible for the preparation of consolidated financial statements
that give a true and fair view in accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.
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INDEPENDENT AUDITORS’ REPORT (CONTINUED)

Auditors’ responsibility

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

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

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

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the
Company and of the Group as at 31 December 2014, and of the Group's profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants
Hong Kong

26 March 2015
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Year ended 31 December 2014

CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME
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2014 2013
Notes RMB’000 RMB’000
REVENUE 4,5 9,420,153 8,570,140
Cost of sales and other direct operating costs (7,555,189) (6,780,936)
Gross profit 1,864,964 1,789,204
Other income and gains 124,059 155,174
Administrative expenses (203,112) (170,867)
Other expenses (12,856) (24,560)
Finance costs (484,800) (450,609)
Share of profits and losses of:
A joint venture (1,586) —
Associates 13,179 11,594
PROFIT BEFORE TAX 1,299,848 1,309,936
Income tax expense (227,977) (229,226)
PROFIT FOR THE YEAR 1,071,871 1,080,710
OTHER COMPREHENSIVE INCOME
Other comprehensive income/(loss)
to be reclassified to profit or
loss in subsequent periods:
Changes in fair value of
available-for-sale investments 37,061 (6,627)
Reclassification adjustments for gains
included in profit or loss (17) (257)
Income tax effect (6,874) 1,228
OTHER COMPREHENSIVE INCOME/(LOSS)
FOR THE YEAR, NET OF TAX 30,170 (5,656)
TOTAL COMPREHENSIVE INCOME
FOR THE YEAR 1,102,041 1,075,054
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Year ended 31 December 2014

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME (CONTINUED)

2014 2013
Notes RMB’000 RMB’000
Profit attributable to:
Owners of the Company 10 975,999 1,015,142
Non-controlling interests 95,872 65,568
1,071,871 1,080,710
Total comprehensive income attributable to:
Owners of the Company 1,006,169 1,009,486
Non-controlling interests 95,872 65,568
1,102,041 1,075,054
EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF
THE COMPANY
— Basic and diluted 11 RMBO0.319 RMBO0.332

Details of the dividends payable and proposed for the year are disclosed in note 33 to the financial

statements.
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31 December 2014

CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
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2014 2013

Notes RMB’000 RMB’000
NON-CURRENT ASSETS
Property, plant and equipment 12 609,414 612,204
Service concession arrangements 13 19,453,600 16,907,851
Prepaid land lease payments 14 410,664 442,717
Other intangible asset 15 1,830 2,329
Investment in a joint venture 17 3,414 —
Investments in associates 18 68,503 65,970
Available-for-sale investments 19 158,824 115,967
Long term compensation receivables 20 57,230 61,649
Payments in advance 21 8,284 30,051
Deferred tax assets 22 5,468 252
Interests in land held for property development 23 708,703 708,703
Pledged deposits 28 55,700 112,150
Total non-current assets 21,541,634 19,059,843
CURRENT ASSETS
Properties under development 24 1,060,704 982,356
Inventories 25 78,340 82,613
Due from customers for contract works 26 203,640 71,069
Trade and other receivables 27 2,222,410 1,974,925
Pledged deposits 28 79,267 26,313
Cash and cash equivalents 28 3,617,110 1,791,963
Total current assets 7,261,471 4,929,239
CURRENT LIABILITIES
Tax payable 141,485 123,217
Trade and other payables 29 3,189,569 2,425,160
Interest-bearing bank and other loans 30 2,000,275 1,203,909
Total current liabilities 5,331,329 3,752,286
NET CURRENT ASSETS 1,930,142 1,176,953
TOTAL ASSETS LESS CURRENT LIABILITIES 23,471,776 20,236,796
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31 December 2014

CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (CONTINUED)

2014 2013
Notes RMB’000 RMB’000
NON-CURRENT LIABILITIES
Interest-bearing bank and other loans 30 11,013,753 8,685,504
Deferred tax liabilities 22 8,401 6,682
Deferred income 29 82,220 13,969
Total non-current liabilities 11,104,374 8,706,155
Net assets 12,367,402 11,530,641
EQUITY
Equity atiributable to owners of
the Company
Issued capital 31 3,058,060 3,058,060
Reserves 32 8,463,322 7,701,798
Proposed final dividend 33 244,645 244,645
11,766,027 11,004,503
Non-controlling interests 601,375 526,138
Total equity 12,367,402 11,530,641
#Hhem
Director Director
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Year ended 31 December 2014

CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

96

Attributable to owners of the Company

Difference

arising from  Available-

changes in for-sale
Share Statutory non- investment Safety Proposed Non-
Issved premium surplus  controlling valuation Merger fund Capital Retained final controlling Total
capital account reserve interests reserve  difference reserve reserve profits dividend Total inferests equity
RMB'000 RMB'000 RMB'000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB'000 RMB'000 RMB'000 RMB000 RMB000
(note 31) note 32(a]) note 32(b)) (note 32(c))
A1 Jonvary 2013 3,058,060 2,654,601 2633492 (248,470) 1773 (533,123 - - 2,426,288 244,645 10,253,226 193,200 10,446,426
Proft for the year - - - - - - - - 1,015,142 - 1,015,142 65,568 1,080,710
Other comprehensive income for the year:
Chonges in fir value of availobleforsole
investments, net of fox - - - - 5,656] - - - - - 5,656) - 5,656]
Totol comprehensive income for the yer = = = = 5,656 = = = 1,015,142 = 1,009,486 65,568 1,075,054
Transter from/ o] reserves - - 409,880 - - - - - [409,880) - - - -
Estoblishment for
safefy fund surplus reserve - - - - - - 16,553 - (16,553 - - - -
Uilisaton of safety fund surplu reserve - - - - - - (1,691) - 11,691 - - - -
Acquisifon of a nor-conrolling
inferest in  subsidiory - - - - - - - - - - - (234) (234
Disposal of an equify inerest
in o subsidiary
without a loss of control - - - 13,564) - - - - - - 13,564) 276,529 262,965
Capital inection by o non<ontroling
shareholder = = = = = = = = = = = 18,000 18,000
Capital inecfon fo o sbsidiory by way
of capitalisafion ofrefoned profis and
stafutory surpls reserve - - (12,613) - - - - 32,820 20,20) - - - -
Dividends poid fo
noncontroling shareholders - - - - - - - - - - - 26,925) 26,925)
Finol 2012 dividend declored - - - - - - - - - (244,645) (244,645) - (244,645
Proposed final 2013 dividend (nofe 33 - - - - - - - - (244,645) 244,845 - - -
31 Dacnber 2013 B0 LS SOOI QLM DO BRIP4 RED O e TS 618 11508
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Year ended 31 December 2014

CONSOLIDATED STATEMENT OF CHANGES
IN EQUITY (CONTINUED)

Attributable to owners of the Company

Difference
arising from  Available-
changes in for-sale
Share Statutory non-  investment Safety Proposed Non-
Issued premium surplus ~ controlling valuation Merger fund Capital Retained final controlling Total
capital account reserve inferests reserve  difference reserve reserve profits dividend Total inferests equity
RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB'000 RMB'000 RMB'000
(note 31 (note 32[a]) note 32(b)) note 32/c])
At T Janvary 2014 3,058,060 2,654,601 3,030,757 (262,034) 12,077 (533,123 4,862 32,820 2,761,838 244,645 11,004,503 526138 11,530,641
Profit for the year - - - - - - - - 975,999 - 975,999 95,872 1,071,871
Other comprehensive income for the year:
Changes in far value of ovailobleforscle
investments, net of fax - - - - 30,170 - - - - - 30,170 - 30,170
Tolol comprehensive income for the year - - - - 30,170 - - - 975,999 - 1,006,169 95,872 1,102,041
Transfer from/fo] reserves - - 405,856 - - - - - (405,856) - - - -
Estoblshment for sofet fund
surpls reserve - - - - - - 2527 - (25,271) - - - -
Ulistion of safety fund surplus reserve: - - - - - - (18,486) - 18,486 - - - -
Dividends paid fo non<confoling
shareholders - - - - - - - - - - - (20,635) (20,635)
Fine 2013 dvidend dclred - - - - - - - - - s (a60) - (st
Proposed final 2014 dividend [nofe 3] - - - - - - - - (244,645) 244,645 - - -
A3 Deceer 2014 3058060 2654601 JAAIY  (620MF AT (SBI NMT A0 B0 A5 117600 G075 12367402

These reserve accounts comprise the consolidated reserves of RMB8,463,322,000 (2013: RMB7,701,798,000) in the
consolidated statement of financial position.
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Year ended 31 December 2014

CONSOLIDATED STATEMENT OF

CASH FLOWS

98

2014 2013
Notes RMB’000 RMB’000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 1,299,848 1,309,936
Adjustments for:
Finance costs 6 484,800 450,609
Share of profits and losses of a joint venture
and associates (11,593) (11,594)
Depreciation 12 67,720 67,358
Amortisation of service concession arrangements 13 450,086 419,940
Amortisation of prepaid land lease payments 14 32,053 32,056
Amortisation of other intangible asset 15 499 166
Losson disposal and write-off of items
of property, plant and equipment 7 3,645 3,227
Loss on deemed disposal of
availablefor-sale investments 7 42 590
Gain on disposal of land use rights 5 - (1,943)
Gain on disposal of items of service
concession arrangements 5 (41) —
Interest income 5 (90,900) (116,480)
Dividend income from
availablefor-sale investments 5 (13,122) (9,465)
2,223,037 2,144,400
Additions to service concession arrangements (2,761,997) (3,119,811)
Additions to properties under development (77,653) (982,35¢)
Additions to interests in land held
for property development - (708,703)
Proceeds from disposal of items
of service concession arrangements 145 —
Decrease/(increase) in payments in advance 16,767 (21,094)
Increase in deferred income 67,354 13,969
Increase in amount due from customers
for contract works (132,571) (14,314)
Increase in trade and other receivables (252,908) (29,582)
Decrease/(increase) in inventories 4,273 (44,493)
Increase in trade and other payables 734,000 568,625
Cash used in operations (179,553) (2,193,359)
Income tax paid (220,080) (311,274)
Interest received 75,161 42,137
Net cash flows used in operating activities (324,472) (2,462,496)
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Year ended 31 December 2014

CONSOLIDATED STATEMENT
OF CASH FLOWS (CONTINUED)

2014 2013
Notes RMB’000 RMB’000
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property,
plant and equipment (66,931) (64,538)
Acquisition of a subsidiary (2,235) (259)
Payment in advance in respect of
investment in a joint venture - (5,000)
Purchase of availablefor-sale investments (5,857) (45,000)
Proceeds from disposal of items of property,
plant and equipment 1,127 226
Proceeds from disposal of land use rights - 2,269
Interest received 22,813 36,995
Dividend received from an associate 10,646 14,950
Dividend received from
availablefor-sale investments 13,122 1,264
Proceeds from disposal of equity
interest in a subsidiary
without a loss of control - 262,965
Decrease/(increase) of pledged deposits 3,496 (60,812)
Net cash flows from/(used in) investing activities (23,819) 143,060
Net cash outflows before financing activities (348,291) (2,319,43¢6)
CASH FLOWS FROM FINANCING ACTIVITIES
Interest paid (685,897) (493,292)
Proceeds from bank loans 4,716,210 3,559,000
Repayment of bank loans (1,938,686) (1,183,000)
Proceeds from medium-term notes 300,000 600,000
Proceeds from other loans 63,000 84,547
Repayment of other loans (15,909) (22,728)
Dividends paid to owners of the Company (244,645) (244,645)
Dividends paid to non-controlling shareholders (20,635) (26,925)
Acquisition of non-controlling interests - (234)
Capital injection by a non-controlling shareholder - 18,000
Net cash flows from financing activities 2,173,438 2,290,723
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Year ended 31 December 2014

CONSOLIDATED STATEMENT
OF CASH FLOWS (CONTINUED)

2014 2013
Notes RMB’000 RMB’000
NET INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS 1,825,147 (28,713)
Cash and cash equivalents at beginning of year 1,791,963 1,820,676
CASH AND CASH EQUIVALENTS
AT END OF YEAR 3,617,110 1,791,963
ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS 28
Cash and bank balances 3,566,552 1,740,963
Non-pledged time deposits 50,558 51,000
Cash and cash equivalents as stated in the
consolidated statement of financial position 3,617,110 1,791,963
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31 December 2014

STATEMENT OF FINANCIAL
POSITION

2014 2013

Notes RMB’000 RMB’000
NON-CURRENT ASSETS
Property, plant and equipment 12 373,210 386,805
Service concession arrangements 13 12,028,368 12,320,203
Prepaid land lease payments 14 283,920 305,721
Investments in subsidiaries 16 3,459,046 2,293,046
Due from subsidiaries 16 2,364,865 3,494,865
Investments in associates 18 38,438 38,438
Available-for-sale investments 19 128,846 99,118
Payments in advance 21 2,000 =
Deferred tax assets 22 5,124 =
Pledged deposits 28 55,700 112,150
Total non-current assets 18,739,517 19,050,346
CURRENT ASSETS
Inventories 25 197 197
Prepayments, deposits and other receivables 27 126,714 69,847
Due from subsidiaries 16 1,755,912 1,371,610
Pledged deposits 28 78,825 21,783
Cash and cash equivalents 28 1,427,077 784,067
Total current assets 3,388,725 2,247,504
CURRENT LIABILITIES
Tax payable 77,625 84,491
Other payables and accruals 29 738,593 852,763
Interest-bearing bank and other loans 30 1,880,275 695,909
Due to subsidiaries 16 128,807 128,465
Total current liabilities 2,825,300 1,761,628
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31 December 2014

STATEMENT OF FINANCIAL
POSITION (CONTINUED)

2014 2013
Notes RMB’000 RMB’000
NET CURRENT ASSETS 563,425 485,876
TOTAL ASSETS LESS CURRENT LIABILITIES 19,302,942 19,536,222
NON-CURRENT LIABILITIES
Interest-bearing bank and other loans 30 7,503,706 8,494,557
Deferred tax liabilities 22 - 1,270
Deferred income 29 80,580 13,969
Total non-current liabilities 7,584,286 8,509,796
Net assets 11,718,656 11,026,426
EQUITY
Issued capital 31 3,058,060 3,058,060
Reserves 32 8,415,951 7,723,721
Proposed final dividend 33 244,645 244,645
Total equity 11,718,656 11,026,426

Al

B ¥

Director Director
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31 December 2014

NOTES TO FINANCIAL STATEMENTS

2.1

CORPORATE INFORMATION

Sichuan Expressway Company Limited (the “Company”) is a limited liability company established in
the People’s Republic of China (the “PRC"). The registered office of the Company is located at 252
Wouhouci Da Jie, Chengdu, Sichuan Province, the PRC.

During the year, the principal activities of the Company and its subsidiaries (collectively referred
to as the “Group”) were investment holding, the construction, management and operation of
expressways and a high-grade toll bridge, operation of gas stations along expressways and
property development.

In the opinion of the directors, Sichuan Transport Industry Investment Group Company Limited (“STI
Group”) is the parent and the ultimate holding company of the Company.

BASIS OF PREPARATION

These financial statements have been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), and accounting principles generally accepted in Hong Kong (“HK
GAAP”). These financial statements also comply with the applicable disclosure requirements of the
Hong Kong Companies Ordinance relating to the preparation of financial statements, which for
this financial year and the comparative period continue to be those of the predecessor Companies
Ordinance (Cap. 32), in accordance with transitional and saving arrangements for Part 9 of the
Hong Kong Companies Ordinance (Cap. 622), “Accounts and Audit”, which are set out in sections
76 to 87 of Schedule 11 to that Ordinance. The financial statements have been prepared under the
historical cost convention, except for certain available-for-sale equity investments, which have been
measured at fair value. These financial statements are presented in Renminbi (“RMB”) and all values
are rounded to nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its
subsidiaries for the year ended 31 December 2014. The financial statements of the subsidiaries
are prepared for the same reporting period as the Company, using consistent accounting policies.
The results of subsidiaries are consolidated from the date on which the Group obtains control, and
continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of
the parent of the Group and to the non-controlling interests even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and liabilities, equity, income, expense
and cash flows relating to transactions between members of the Group are eliminated in full on
consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control described in the accounting
policy for subsidiaries below. A change in the ownership interest of a subsidiary, without a loss of
control, is accounted for as an equity transaction.
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31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

104

2.1 BASIS OF PREPARATION (Continued)

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill)

and liabilities of the subsidiary, [ii) the carrying amount of any non-controlling interest and {iii)
the cumulative translation differences recorded in equity; and recognises (i) the fair value of
the consideration received, (i) the fair value of any investments retained and [iii) any resulting

surplus or deficit in profit or loss. The Group’s share of components previously recognised in
other comprehensive income is reclassified to profit or loss or retained profits, as appropriate, on
the same basis as would be required if the Group had directly disposed of the related assets or
liabilities.

2.2 CHANGES IN ACCOUNTING POLICES AND DISCLOSURES

The Group has adopted the following revised standards and new interpretation for the first time for
the current year's financial statements.

Amendments to HKFRS 10, Investment Entities
HKFRS 12 and
HKAS 27 (2011)
Amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities

Amendments to HKAS 36 Recoverable Amount Disclosures for Non-Financial Assets
Amendments to HKAS 39 Novation of Derivatives and Continuation of Hedge Accounting
HK (IFRIC}nt 21 Levies

Amendment to HKFRS 2 Definition of Vesting Condition'

included in Annual
Improvements 2010-2012

Cycle
Amendment to HKFRS 3 Accounting for Contingent Consideration in a Business
included in Annual Combination'
Improvements 2010-2012
Cycle

Amendment to HKFRS 13 Shortterm Receivables and Payables
included in Annual
Improvements 2010-2012
Cycle

Amendment to HKFRS 1 Meaning of Effective HKFRSs
included in Annual
Improvements 2011-2013
Cycle

! Effective from 1 July 2014

The adoption of the above revised standards and new interpretation has had no significant financial
effect on these financial statements.

Sichuan Expressway Company Limited Annual Report 2014



31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2.3 NEW AND REVISED HKFRSS AND NEW DISCLOSURE

REQUIREMENTS UNDER THE HONG KONG COMPANIES
ORDINANCE NOT YET ADOPTED

The Group has not applied the following new and revised HKFRSs, that have been issued but are
not yet effective, in these financial statements.

HKFRS @

Amendments to HKFRS 10
and HKAS 28 (2011)
Amendments to HKFRS 10,

HKFRS 12 and
HKAS 28 (2011)
Amendments to HKFRS 11
HKFRS 14
HKFRS 15
Amendments to HKAS 1
Amendments to HKAS 16
and HKAS 38
Amendments to HKAS 16
and HKAS 41
Amendments to HKAS 19
Amendments to HKAS 27
(2011)
Annual Improvements
2010-2012 Cycle
Annual Improvements
2011-2013 Cycle
Annual Improvements
2012-2014 Cycle

woA woN =

Financial Instruments*

Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture®

Investment Entities: Applying the Consolidation Exception®

Accounting for Acquisitions of Interests in Joint Operations®

Regulatory Deferral Accounts®

Revenue from Contracts with Customers’

Disclosure Initiative®

Clarification of Acceptable Methods of Depreciation and
Amortisation’

Agriculture: Bearer Plants®

Defined Benefit Plans: Employee Contributions'

Equity Method in Separate Financial Statements
Amendments to a number of HKFRSs'

Amendments to a number of HKFRSs'

Amendments to a number of HKFRSs?

Effective for annual periods beginning on or after 1 July 2014

Effective for annual periods beginning on or after 1 January 2016

Effective for annual periods beginning on or after 1 January 2017

Effective for annual periods beginning on or after 1 January 2018

Effective for an entity that first adopts HKFRSs for its annual financial statements beginning on or after 1

January 2016 and therefore is not applicable to the Group

In addition, the Hong Kong Companies Ordinance (Cap. 622) will affect the presentation and
disclosure of certain information in the consolidated financial statements for the year ending 31
December 2015. The Group is in the process of making an assessment of the impact of these

changes.
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31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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2.3 NEW AND REVISED HKFRSs AND NEW DISCLOSURE
REQUIREMENTS UNDER THE HONG KONG COMPANIES
ORDINANCE NOT YET ADOPTED (Continued)

Further information about those HKFRSs that are expected to be applicable to the Group is as

follows:

In September 2014, the HKICPA issued the final version of HKFRS 9, bringing together all phases
of the financial instruments project to replace HKAS 39 and all previous versions of HKFRS 9. The
standard introduces new requirements for classification and measurement, impairment and hedge
accounting. The Group expects to adopt HKFRS 9 from 1 January 2018. The Group expects that
the adoption of HKFRS 9 will have an impact on the classification and measurement of the Group's
financial assets. Further information about the impact will be available nearer the implementation

date of the standard.

The amendments to HKFRS 10 and HKAS 28 (2011) address an inconsistency between the
requirements in HKFRS 10 and in HKAS 28 (2011) in dealing with the sale or contribution of assets
between an investor and its associate or joint venture. The amendments require a full recognition of
a gain or loss when the sale or contribution of assets between an investor and its associate or joint
venture constitutes a business. For a transaction involving assets that do not constitute a business,
a gain or loss resulting from the transaction is recognised in the investor’s profit or loss only to the
extent of the unrelated investor’s interest in that associate or joint venture. The amendments are to

be applied prospectively. The Group expects to adopt the amendments from 1 January 2016.

The amendments to HKFRS 11 require that an acquirer of an interest in a joint operation in which
the activity of the joint operation constitutes a business must apply the relevant principles for
business combinations in HKFRS 3. The amendments also clarify that a previously held interest in
a joint operation is not remeasured on the acquisition of an additional interest in the same joint
operation while joint control is retained. In addition, a scope exclusion has been added to HKFRS
11 to specify that the amendments do not apply when the parties sharing joint control, including the
reporting entity, are under common control of the same ultimate controlling party. The amendments
apply to both the acquisition of the initial interest in a joint operation and the acquisition of any
additional interests in the same joint operation. The amendments are not expected to have any
impact on the financial position or performance of the Group upon adoption on 1 January 2016.

HKFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with
customers. Under HKFRS 15, revenue is recognised at an amount that reflects the consideration to
which an entity expects to be entitled in exchange for transferring goods or services to a customer.
The principles in HKFRS 15 provide a more structured approach for measuring and recognising
revenue. The standard also introduces extensive qualitative and quantitative disclosure requirements,
including disaggregation of total revenue, information about performance obligations, changes in
contract asset and liability account balances between periods and key judgements and estimates.
The standard will supersede all current revenue recognition requirements under HKFRSs. The Group
expects to adopt HKFRS 15 on 1 January 2017 and is currently assessing the impact of HKFRS 15

upon adoption.
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31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2.3

2.4

NEW AND REVISED HKFRSs AND NEW DISCLOSURE
REQUIREMENTS UNDER THE HONG KONG COMPANIES
ORDINANCE NOT YET ADOPTED (Continued)

Amendments to HKAS 16 and HKAS 38 clarify the principle in HKAS 16 and HKAS 38 that
revenue reflects a pattern of economic benefits that are generated from operating business (of which
the asset is part) rather than the economic benefits that are consumed through the use of the asset.
As a result, a revenue-based method cannot be used to depreciate property, plant and equipment
and may only be used in very limited circumstances to amortise intangible assets. The amendments
are to be applied prospectively. The amendments are not expected to have any impact on the
financial position or performance of the Group upon adoption on 1 January 2016 as the Group
has not used a revenue-based method for the calculation of depreciation of its non-current assets.

The Annual Improvements to HKFRSs 2010-2012 Cycle issued in January 2014 sets out
amendments to a number of HKFRSs. Except for those described in note 2.2, the Group expects
to adopt the amendments from 1 January 2015. None of the amendments are expected to have a
significant financial impact on the Group.

HKFRS 8 Operating Segments: Clarifies that an entity must disclose the judgements made by
management in applying the aggregation criteria in HKFRS 8, including a brief description of
operating segments that have been aggregated and the economic characteristics used to assess
whether the segments are similar. The amendments also clarify that a reconciliation of segment
assets to total assets is only required to be disclosed if the reconciliation is reported to the chief
operating decision maker.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Subsidiaries

A subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current ability to direct the relevant activities of
the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of
an investee, the Group considers all relevant facts and circumstances in assessing whether it has
power over an investee, including:

(a)  the contractual arrangement with the other vote holders of the investee;

(b)  rights arising from other contractual arrangements; and

(c)  the Group's voting rights and potential voting rights.

The results of subsidiaries are included in the Company’s profit or loss to the extent of dividends

received and receivable. The Company’s investments in subsidiaries are stated at cost less any
impairment losses.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates and joint ventures

An associate is an entity, in which the Group has a long term interest of generally not less than
20% of the equity voting rights and over which it is in a position to exercise significant influence.
Significant influence is the power to participate in the financial and operating policy decisions of

the investee, but is not control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint control is the contractually
agreed sharing of control of an arrangement, which exists only when decisions about the relevant

activities require the unanimous consent of the parties sharing control.

The Group's investments in associates and joint ventures are stated in the consolidated statement of
financial position at the Group's share of net assets under the equity method of accounting, less any
impairment losses. The Group’s share of the post-acquisition results and other comprehensive income
of associates and joint ventures is included in profit or loss and other comprehensive income,
respectively. In addition, when there has been a change recognised directly in the equity of the
associate or joint venture, the Group recognises its share of any changes, when applicable, in the
consolidated statement of changes in equity. Unrealised gains and losses resulting from transactions
between the Group and its associates or joint ventures are eliminated to the extent of the Group's
investments in the associafes or joint ventures, except where unrealised losses provide evidence of
an impairment of the assets transferred. Goodwill arising from the acquisition of associates/joint

ventures is included as part of the Group's investments in associates or joint ventures.

If an investment in an associate becomes an investment in a joint venture or vice versa, the retained
interest is not remeasured. Instead, the investment continues to be accounted for under the equity
method. In all other cases, upon loss of significant influence over the associate or joint control over
the joint venture, the Group measures and recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate or joint venture upon loss of significant
influence or joint control and the fair value of the retained investment and proceeds from disposal is

recognised in profit or loss.

The results of the associates are included in the Company’s profit or loss to the extent of dividends
received and receivable. The Company’s investments in associates are treated as non-current assets

and stated at cost less any impairment losses.
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31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations and goodwill

Business combinations not under common control are accounted for using the acquisition method.
The consideration transferred is measured at the acquisition date fair value which is the sum of the
acquisition date fair values of assets transferred by the Group, liabilities assumed by the Group
to the former owners of the acquiree and the equity interests issued by the Group in exchange for
control of the acquiree. For each business combination, the Group elects whether to measure the
non-controlling interests in the acquiree that are present ownership interests and entitle their holders
to a proportionate share of net assets in the event of liquidation at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages,the previously held equity interest is remeasured at
its acquisition date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the
acquisition date. Contingent consideration classified as an asset or liability that is a financial
instrument and within the scope of HKAS 39 is measured at fair value with changes in fair
value either recognised in profit or loss or as a change to other comprehensive income. If the
contingent consideration is not within the scope of HKAS 39, it is measured in accordance with
the appropriate HKFRS. Contingent consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred, the amount recognised for non-controlling interests and any fair value of the Group's
previously held equity interests in the acquiree over the identifiable net assets acquired and
liabilities assumed. If the sum of this consideration and other items is lower than the fair value of
the net assets acquired, the difference is, after reassessment, recognised in profit or loss as a gain
on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill is tested for impairment annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group performs its annual impairment test
of goodwill as at 31 December. For the purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date, allocated to each of the Group’s cash-generating
units, or groups of cash-generating units, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the Group are assigned to those
units or groups of units.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations and goodwill (Continued)

Impairment is determined by assessing the recoverable amount of the cash-generating unit
(group of cash-generating units) to which the goodwill relates. Where the recoverable amount
of the cash-generating unit (group of cash-generating units) is less than the carrying amount, an
impairment loss is recognised. An impairment loss recognised for goodwill is not reversed in a

subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units)
and part of the operation within that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when determining the gain or loss
on the disposal. Goodwill disposed of in these circumstances is measured based on the relative

value of the operation disposed of and the portion of the cash-generating unit retained.

Merger accounting for business combinations under common control

The consolidated financial statements include the financial statements of the combining entities or
businesses in which the common control combination occurs as if they had been consolidated from
the date when the combining entities or businesses first came under the control of the controlling

parties.

Fair value measurement

The Group measures its available-for-sale investments at fair value at the end of each reporting
period. Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either in the principal market for the asset or liability, or in the absence of a
principal market, in the most advantageous market for the asset or liability. The principal or the
most advantageous market must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use when pricing the asset or

liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another

market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable inputs

and minimising the use of unobservable inputs.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Fair value measurement (Continued)

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input
that is significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or
liabilities
Level 2 - based on valuation techniques for which the lowest level input that is significant to

the fair value measurement is observable, either directly or indirectly

Level 3 - based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by reassessing
categorisation (based on the lowest level input that is significant to the fair value measurement as a
whole) at the end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is
required (other than inventories, construction contract assets, deferred tax assets and financial
assets), the asset's recoverable amount is estimated. An asset’s recoverable amount is the higher
of the asset's or cash-generating unit's value in use and its fair value less costs of disposal, and is
determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pretax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss is charged to profit or loss in the
period in which it arises in those expense categories consistent with the function of the impaired
asset.

An assessment is made at the end of each reporting period as to whether there is an indication
that previously recognised impairment losses may no longer exist or may have decreased. If such
an indication exists, the recoverable amount is estimated. A previously recognised impairment loss
of an asset other than goodwill is reversed only if there has been a change in the estimates used
to determine the recoverable amount of that asset, but not to an amount higher than the carrying
amount that would have been determined (net of any depreciation/amortisation) had no impairment
loss been recognised for the asset in prior years. A reversal of such impairment loss is credited to
profit or loss in the period in which it arises.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Related parties

A party is considered to be related to the Group if:

(a)

or

(b)

the party is a person or a close member of that person’s family and that person
(i) has control or joint control over the Group;

(i)  has significant influence over the Group; or

(i)  is a member of the key management personnel of the Group or of a parent of the

Group;

the party is an entity where any of the following conditions applies:

(i) the entity and the Group are members of the same group;

(i)  one entity is an associate or joint venture of the other entity (or of a parent, subsidiary

or fellow subsidiary of the other entity);

(i) the entity and the Group are joint ventures of the same third party;

(iv)  one entity is a joint venture of a third entity and the other entity is an associate of the

third entity;

(v) the entity is a postemployment benefit plan for the benefit of employees of either the

Group or an entity related to the Group;

(vi)  the entity is controlled or jointly controlled by a person identified in (a); and

(viij  a person identified in (a)(i) has significant influence over the entity or is a member of

the key management personnel of the entity (or of a parent of the entity).
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less
accumulated depreciation and any impairment losses. The cost of an item of property, plant and
equipment comprises its purchase price and any directly atiributable costs of bringing the asset to
its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation,
such as repairs and maintenance, is normally charged to profit or loss in the period in which
it is incurred. In situations where the recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required to be replaced at intervals, the
Group recognises such parts as individual assets with specific useful lives and depreciates them
accordingly.

Depreciation is calculated on the straightline basis to write off the cost of each item of property,
plant and equipment to its residual value over its estimated useful life. The estimated useful lives
used for this purpose are as follows:

Safety equipment 10 years
Communication and signalling systems 10 years
Toll collection equipment 8 years
Buildings 15-30 years
Machinery and equipment 5-10 years
Motor vehicles 8 years

Where parts of an item of property, plant and equipment have different useful lives, the cost of that
item is allocated on a reasonable basis among the parts and each part is depreciated separately.
Residual values, useful lives and the depreciation method are reviewed, and adjusted if appropriate,
at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is
derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement recognised in profit or loss in the year the
asset is derecognised is the difference between the net sales proceeds and the carrying amount of
the relevant asset.

Construction in progress represents items of property, plant and equipment under construction
which is stated at cost less any impairment losses, and is not depreciated. Cost comprises the
purchase price of equipment and direct costs of construction, installation and testing incurred during
the period of construction. Construction in progress is reclassified to the appropriate category of
property, plant and equipment when completed and ready for use.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Service concession arrangements

Service concession arrangements represent the rights to charge users of the public service, that the
Group obtained under the service concession arrangements. Service concession arrangements are
stated at cost, that is, the fair value of the consideration received or receivable in exchange for
the construction services provided under the service concession arrangements, less accumulated

amortisation and any impairment losses.

Subsequent expenditures such as repairs and maintenance are charged to profit or loss in the
period in which they are incurred. In situations where the recognition criteria are satisfied, the

expenditures are capitalised as an additional cost of service concession arrangements.

Amortisation of service concession arrangements, other than gas stations, is provided on a
unit-of-usage basis to write off the costs of these arrangements, based on the share of traffic volume
in a particular period over the projected total traffic volume throughout the periods for which the

Group is granted to operate those service concession arrangements.

Amortisation of gas stations that recognised as part of the underlying infrastructure of the service
concession arrangements is provided on the straight-line basis to write off the costs of gas stations
over the periods for which the Group is granted the rights to charge users under the service

concession orrongements.

It is the Group’s policy to review regularly the projected total traffic volume throughout the
concession periods of the respective service concession arrangements. If it is considered
appropriate, independent professional traffic studies will be performed. Appropriate adjustment will

be made should there be a material change in the projected total traffic volume.

Costs incurred during the period of construction of underlying assets of a service concession
arrangement are recorded in the service concession arrangement and will be amortised upon the

commencement of operation of the service concession arrangement.

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor
are accounted for as operating leases. Where the Group is the lessor, assets leased by the
Group under operating leases are included in non-current assets, and rentals receivable under the
operating leases are credited to profit or loss on the straightline basis over the lease terms. Where
the Group is the lessee, rentals payable under operating leases are charged to profit or loss on the

straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are initially stated at cost and subsequently

recognised on the straight-line basis over lease terms.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets other than goodwill

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is the fair value at the date of acquisition. The
useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with
finite lives are subsequently amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortisation period
and the amortisation method for an intangible asset with a finite useful life are reviewed at least at
each financial year end.

Licence

Cost which relate to the purchase of the construction related license is capitalised at cost less any
impairment losses and are amortised on the straight-line basis over their estimated useful life of fives
years.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified,at initial recognition, as financial assets at fair value through profit or
loss, loans and receivables, and available-for-sale financial investments, or as derivatives designated
as hedging instruments in an effective hedge, as appropriate. When financial assets are recognised
initially, they are measured at fair value plus transaction costs that are attributable to the acquisition
of the financial assets, except in the case of financial assets recorded at fair value through profit or
loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is,
the date that the Group commits to purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:

Lloans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial measurement, such assets are subsequently
measured at amortised cost using the effective interest rate method less any allowance for
impairment. Amortised cost is calculated by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in “Other income and gains” in profit or loss. The loss
arising from impairment is recognised in profit or loss in “Finance costs” for loans and in “Other
expenses” for receivables.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments and other financial assets (Continuved)

Available-for-sale financial investments

Availablefor-sale financial investments are non-derivative financial assets in listed and unlisted
equity investments. Equity investments classified as available for sale are those which are neither

classified as held for trading nor designated as at fair value through profit or loss.

After initial recognition, available-for-sale financial investments are subsequently measured at
fair value, with unrealised gains or losses recognised as other comprehensive income in the
available-for-sale investment revaluation reserve until the investment is derecognised, at which time
the cumulative gain or loss is recognised in profit or loss in “Other income and gains”, or until the
investment is determined to be impaired, when the cumulative gain or loss is reclassified from the
available-for-sale investment revaluation reserve to profit or loss in “Other expenses”. Interest and
dividends earned whilst holding the available-for-sale financial investments are reported as interest
income and dividend income, respectively and are recognised in profit or loss as “Other income

and gains” in accordance with the policies set out for “Revenue recognition” below.

When the fair value of unlisted equity investments cannot be reliably measured because (a) the
variability in the range of reasonable fair value estimates is significant for that investment or (b) the
probabilities of the various estimates within the range cannot be reasonably assessed and used in

estimating fair value, such investments are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to sell its available-for-sale financial assets in
the near term are still appropriate. When, in rare circumstances, the Group is unable to trade these
financial assets due to inactive markets, the Group may elect to reclassify these financial assets
if management has the ability and intention to hold the assets for the foreseeable future or until

maturity.

For a financial asset reclassified from the available-for-sale category, the fair value carrying amount
at the date of reclassification becomes its new amortised cost and any previous gain or loss on that
asset that has been recognised in equity is amortised to profit or loss over the remaining life of the
investment using the effective interest rate. Any difference between the new amortised cost and the
maturity amount is also amortised over the remaining life of the asset using the effective interest
rate. If the asset is subsequently determined to be impaired, then the amount recorded in equity is

reclassified to profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of
financial position) when:

. the rights to receive cash flows from the asset have expired; or

. the Group has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full without material delay to a third party
under a “passthrough” arrangement; and either (a) the Group has transferred substantially
all the risks and rewards of the asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into
a passthrough arrangement, it evaluates if and to what extent it has retained the risk and rewards
of ownership of the asset. When it has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group’s continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured on
a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at
the lower of the original carrying amount of the asset and the maximum amount of consideration
that the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that
a financial asset or a group of financial assets is impaired. An impairment exists if one or more
events that occurred after the initial recognition of the asset have an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganisation and observable data indicating that
there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of financial assets (Continuved)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses whether impairment exists
individually for financial assets that are individually significant, or collectively for financial
assets that are not individually significant. If the Group determines that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually assessed for impairment and for which
an impairment loss is, or continues to be, recognised are not included in a collective assessment of

impairment.

The amount of any impairment loss identified is measured as the difference between the asset's
carrying amount and the present value of estimated future cash flows (excluding future credit losses
that have not yet been incurred). The present value of the estimated future cash flows is discounted
at the financial asset’s original effective interest rate (i.e., the effective interest rate computed at

initial recognition).

The carrying amount of the asset is reduced through the use of an allowance account and the loss
is recognised in profit or loss. Interest income continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss. Loans and receivables together with any associated
allowance are written off when there is no realistic prospect of future recovery and all collateral has

been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance account. If a write-off is later

recovered, the recovery is credited to "Other expenses” in profit or loss.

Assets carried at cost

If there is objective evidence that an impairment loss has been incurred on an unquoted equity
instrument that is not carried at fair value because its fair value cannot be reliably measured, the
amount of the loss is measured as the difference between the asset's carrying amount and the
present value of estimated future cash flows discounted at the current market rate of return for a

similar financial asset. Impairment losses on these assets are not reversed.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of financial assets (Continued)

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at the end of each reporting period
whether there is objective evidence that an investment or a group of investments is impaired.

If an availablefor-sale asset is impaired, an amount comprising the difference between its cost (net
of any principal payment and amortisation) and its current fair value, less any impairment loss
previously recognised in profit or loss, is removed from other comprehensive income and recognised
in profit or loss.

In the case of equity investments classified as available for sale, objective evidence would include
a significant or prolonged decline in the fair value of an investment below its cost. “Significant”
is evaluated against the original cost of the investment and “prolonged” against the period in
which the fair value has been below its original cost. Where there is evidence of impairment, the
cumulative loss — measured as the difference between the acquisition cost and the current fair value,
less any impairment loss on that investment previously recognised in profit or loss — is removed
from other comprehensive income and recognised in profit or loss. Impairment losses on equity
instruments classified as available for sale are not reversed through profit or loss. Increases in their
fair value after impairment are recognised directly in other comprehensive income.

The determination of what is “significant” or “prolonged” requires judgement. In making this

judgement, the Group evaluates, among other factors, the duration or extent to which the fair value
of an investment is less than its cost.

Financial liabilities

Initial recognition and measurement
Financial liabilities are classified, at initial recognition,as financial liabilities at fair value through
profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an

effective hedge, as appropriate.

All' financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings, net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables and interestbearing bank and
other loans.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial liabilities (Continued)

Subsequent measurement

The subsequent measurement of loans and borrowings is as follows:

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortised cost, using the effective interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and losses are recognised in profit or
loss when the liabilities are derecognised as well as through the effective interest rate amortisation

process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the effective interest rate. The effective interest rate amortisation

is included in “Finance costs” in profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or

cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange
or modification is treated as a derecognition of the original liability and a recognition of a new
liability, and the difference between the respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement
of financial position if there is a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the assets and settle the liabilities

simultaneously.

Properties under development

Properties under development are stated at the lower of cost and net realisable value and comprise
construction costs, borrowing costs, professional fees, payments for land use rights and other costs

directly attributable to such properties incurred during the development period.

Properties under development are classified as current assets unless the construction of the relevant

property development project is expected to complete beyond the normal operating cycle.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the
weighted average basis. Net realisable value is based on estimated selling prices less any
estimated cost to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise
cash on hand and demand deposits, and short term highly liquid investments that are readily
convertible into known amounts of cash, are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months when acquired.

For the purpose of the statement of financial position, cash and cash equivalents comprise cash on
hand and at banks, including term deposits, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result
of a past event and it is probable that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present
value at the end of the reporting period of the future expenditures expected to be required to settle
the obligation. The increase in the discounted present value amount arising from the passage of
time is included in “Finance costs” in profit or loss.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside
profit or loss is recognised outside profit or loss, either in other comprehensive income or directly in

equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or
paid to the taxation authorities, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into consideration interpretations
and practices prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the

reporting period between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Income tax (Continued)

Deferred tax liabilities are recognised for all taxable temporary differences, except:

o when the deferred tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss; and

J in respect of taxable temporary differences associated with investments in subsidiaries,
associates and joint ventures, when the timing of the reversal of the temporary differences
can be controlled and it is probable that the temporary differences will not reverse in the
foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the carryforward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the deductible temporary
differences, the carryforward of unused tax credits and unused tax losses can be utilised, except:

. when the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss; and

J in respect of deductible temporary differences associated with investments in subsidiaries,
associates and joint ventures, deferred tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available
to allow all or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are
reassessed at the end of each reporting period and are recognised to the extent that it has become
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset
to be recovered.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Income tax (Continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the
period when the asset is realised or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set
off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable
entity and the same taxation authority.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the
grant will be received and all attaching conditions will be complied with. When the grant relates to
an expense item, it is recognised as income on a systematic basis over the periods that the costs,
which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a deferred income account and
is released to profit or loss over the expected useful life of the relevant asset by equal annual
instalments.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and
when the revenue can be measured reliably, on the following bases:

(a)  toll income from operation of expressways and a high-grade toll bridge, net of related
revenue taxes, on a receipt basis;

(b)  revenue from construction and upgrade services provided under the service concession
arrangements, on the percentage of completion method, as further explained in the
accounting policy for “Construction and upgrade services under service concession
arrangements” below;

(c)  revenue from construction contracts, on the percentage of completion basis, as further
explained in the accounting policy for “Construction contracts” below;

(d) rental income, on a time proportion basis over the lease terms;

e)  interest income, on an accrual basis using the effective interest method by applying the rate
that exactly discounts the estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying amount of the financial

asset; and

(f dividend income, when a shareholder’s right to receive payment has been established.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Construction and upgrade services under service concession
arrangements

The Group recognises income and expenses associated with construction and upgrade services
provided under the service concession arrangements in accordance with HKAS 11 Construction

Contracts.

Revenue generated by construction and upgrade services rendered by the Group is measured at
fair value of the consideration received or receivable. The consideration represents the rights to

attain an intangible asset.

The Group uses the percentage of completion method to determine the appropriate amount of
income and expenses to be recognised in a given period, provided that the revenue, the costs
incurred and the estimated costs to completion can be measured reliably. The stage of completion is
measured by reference to the construction costs of the related infrastructure incurred up to the end
of the reporting period as a percentage of the total estimated costs for each contract. Provision is

made for foreseeable losses as soon as they are anticipated by management.

Construction contracts

Contract revenue comprises the agreed contract amount and appropriate amounts from variation
orders, claims and incentive payments. Contract costs incurred comprise direct materials, the costs
of subcontracting, direct labour and an appropriate proportion of variable and fixed construction

overhead:s.

Revenue from fixed price construction contracts is recognised on the percentage of completion
method, measured by reference to surveys of work performed or to the proportion of costs incurred

to date to the estimated total cost of the relevant contract, as appropriate.

Revenue from cost plus construction contracts is recognised on the percentage of completion
method, by reference to the recoverable costs incurred during the period plus a percentage of costs,

measured by surveys of work performed.

Provision is made for foreseeable losses as soon as they are anticipated by management. Where
contract costs incurred to date plus recognised profits less recognised losses exceed progress
billings, the surplus is treated as an amount due from contract customers. Where progress billings
exceed contract costs incurred to date plus recognised profits less recognised losses, the surplus is

treated as an amount due to contract customers.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Employee benefits

Defined contribution pension scheme

As stipulated by the state regulations of the PRC, the Group participates in a defined contribution
pension scheme. All retired employees are entitled to an annual pension equivalent to a fixed
proportion of the average basic salary amount within the geographical area of their last
employment at their retirement date. During the year, the Group was required to make contributions
to a local social security bureau at a rate of 20% of the employees’ salaries or wages of the current
year, up fo an amount equivalent to three times the employees’ average salaries of the prior year
within the geographical area where the employees are employed. The contributions are charged to
profit or loss as they become payable in accordance with the rules of the central pension scheme.

Supplementary defined contribution pension scheme

In addition, on 1 January 2007, a supplementary defined contribution pension scheme managed
by an independent financial institution was established. Under the plan, the Group makes a monthly
defined contribution to certain qualified employees at a rate of 5% of the qualified employees’
salaries or wages of the prior year. There were no vested benefits attributable to past service upon
the adoption of the plan. The contributions under the supplementary defined contribution pension
scheme are charged to profit or loss as incurred.

Housing fund

According to the relevant rules and regulations of the Sichuan Province, the Group and its
employees are each required to make contributions, which are in proportion to the employees’
salaries or wages of the prior year, to a housing fund. Contributions to a housing fund administered
by the Public Accumulation Funds Administration Centre are charged to profit or loss as incurred.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, i.e., assets that necessarily take a substantial period of time to get ready for their intended
use or sale, are capitalised as part of the cost of those assets. The capitalisation of such borrowing
costs ceases when the assets are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing of funds.

Where funds have been borrowed generally, and used for the purpose of obtaining qualifying
assets, a capitalisation rate of 2.72% has been applied to the expenditure on the individual assets.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Dividends

Final dividends proposed by the directors are classified as a separate allocation of retained profits
within the equity section of the statement of financial position, until they have been approved by the
shareholders in a general meeting. When these dividends have been approved by the shareholders

and declared, they are recognised as a liability.

Interim dividends are simultaneously proposed and declared, because the Company's articles of
association grant the directors the authority to declare interim dividends. Consequently, interim

dividends are recognised immediately as a liability when they are proposed and declared.

Foreign currencies

These financial statements are presented in RMB, which is the Company’s functional and
presentation currency. Each entity in the Group determines its own functional currency and items
included in the financial statements of each entity are measured using that functional currency.
Foreign currency transactions recorded by the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies are translated at the functional currency rates of
exchange ruling at the end of the reporting period. Differences arising on settlement or translation

of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are

translated using the exchange rates at the dates of the initial transactions.

3. SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group’s financial statements require management to make estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
their accompanying disclosure, and the disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could require a material adjustment to the

carrying amounts of the assets and liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of causing a material adjustment to the

carrying amounts of assets and liabilities within the next financial year, are described below.
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3. SIGNIFICANT ACCOUNTING ESTIMATES (Continued)

Estimation uncertainty (Continued)

(a)

(b)

(c)

Impairment of receivables

Impairment of receivables is made based on an assessment of the recoverability of
receivables. The assessment of impairment of receivables involves the use of estimates and
judgements. An estimate for doubtful debts is made when collection of the full amount is
no longer probable, as supported by objective evidence using available contemporary and
historical information to evaluate the exposure. Bad debts are written off as incurred. Where
the actual outcome or expectation in future is different from the original estimates, such
differences will impact on the carrying amount of receivables and thus the impairment loss in
the period in which such estimate is changed.

Impairment of non-financial assets

The Group assesses whether there are any indicators of impairment for all non-financial
assets at the end of each reporting period. Indefinite life intangible assets are tested for
impairment annually and at other times when such an indicator exists. Other non-financial
assets are tested for impairment when there are indicators that the carrying amounts
may not be recoverable. An impairment exists when the carrying value of an asset or a
cash-generating unit exceeds its recoverable amount, which is the higher of its fair value less
costs of disposal and its value in use. The calculation of the fair value less costs of disposal
is based on available data from binding sales transactions in an arm’s length transaction of
similar assets or observable market prices less incremental costs for disposing of the asset.
When value in use calculations are undertaken, management must estimate the expected
future cash flows from the asset or cash-generating unit and choose a suitable discount rate
in order to calculate the present value of those cash flows.

Impairment of available-for-sale financial investments
The Group classifies certain assets as available for sale and recognises movements in their
fair values in equity. When the fair value declines, management makes assumption about the

decline in value to determine whether there is an impairment that should be recognised to
profit or loss. There was no impairment loss for available-for-sale investments during the year.
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3. SIGNIFICANT ACCOUNTING ESTIMATES (Continued)

Estimation uncertainty (Continued)

(d)

(e)

Percentage of completion of construction and upgrade
services provided under service concession arrangements and
construction contracts

The Group recognises income and expenses associated with construction and upgrade
services provided under service concession arrangements and construction contracts in
accordance with HKAS 11 Construction Contracts. The Group recognises construction
revenue under service concession arrangements and construction contracts according to the
percentage of completion of individual contract of construction and upgrade service work,
which requires estimation to be made by management. The stage of completion and the
corresponding contfract revenue are estimated by management. Due to the nature of the
activity undertaken in construction contracts, the date at which the activity is entered into
and the date at which the activity is completed usually fall into different accounting periods.
Hence, the Group reviews and revises the estimates of both contract revenue and contract
costs in the budget prepared for each contract as the contract progresses. Where the actual
contract revenue is less than expected or actual contracts costs are more than expected, an
impairment loss may arise.

During the year, the construction revenue and construction costs under service
concession arrangements and construction contracts recognised by the Group amounted
to RMB4,501,777,000 and RMBA4,174,154,000 (2013: RMB3,838,978,000 and
RMB3,550,998,000), respectively.

Amortisation of costs of service concession arrangements

Amortisation of costs of service concession arrangements is calculated under the unit-of-usage
method, whereby the amortisation is provided based on the share of traffic volume in a
particular period over the projected total traffic volume throughout the periods for which
the Group is granted to operate those service concession arrangements. The projected total
traffic volume over the respective concession periods could change significantly. The Group
reviews regularly the projected total traffic volume throughout the operating periods of the
respective service concession arrangements. If it is considered appropriate, independent
professional traffic studies will be performed. Appropriate adjustment will be made should
there be a material change in the projected total traffic volume. The carrying amount of
service concession arrangements at 31 December 2014 was RMB19,453,600,000 (2013:
RMB16,907,851,000).
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

3. SIGNIFICANT ACCOUNTING ESTIMATES (Continued)

Estimation uncertainty (Continued)

(f)

(9)

(h)

(i)

Useful lives of property, plant and equipment

The Group determines the estimated useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based on the historical experience of the
actual useful lives of property, plant and equipment of similar nature and functions. It could
change significantly as a result of technical innovations, or competitor actions in response
to severe industry cycles. The Group will increase the depreciation charge where useful
lives are less than previously estimated lives, or it will write off or write down technically
obsolete or non-strategic assets that have been abandoned or sold. The carrying amount
of property, plant and equipment at 31 December 2014 was RMB609,414,000 (2013:
RMB612,204,000).

Discounted value of long term compensation receivables

The discounted value of long term compensation receivables in the future have been
discounted using an imputed rate of interest of 13.92% after taking into account the risk
premium associated with the credit risk incurred. The use of the discounted rate requires
the Group to make estimates about the imputed rate of interest, and hence it is subject
to uncertainty. The net present value of long term receivables at 31 December 2014 was
RMB61,649,000 (2013: RMB65,527,000). Further details are included in note 20 to the

financial statements.

PRC corporate income tax (“CIT”)

The Group is subject to CIT in Mainland China. As a result of the fact that certain matters
relating to CIT have not been confirmed by the relevant local tax authorities, objective
estimates based on currently enacted tax laws, regulations and other related policies are
required in determining the provision of CIT to be made. Where the final tax outcome of
these matters is different from the amounts originally recorded, the differences will have an
impact on the income tax expenses and tax provisions in the period in which the differences
are realised. The carrying amount of the PRC CIT payable at 31 December 2014 was
RMB141,485,000 (2013:RMB123,217,000).

Provision for maintenance and resurfacing obligations

The Group has contractual obligations under the service concessions to maintain the toll road
infrastructure to a specified level of service ability. The expenditures expected to incur in
order to settle the obligations are determined based on the frequency of major maintenance
and resurfacing activities throughout the operating periods of toll roads operated by the
Group under the service concessions and the expected costs to be incurred for each event.
The expected costs for maintenance and resurfacing and the timing of such events involve
estimates. Such estimates are developed based on the Group's resurfacing plan and
historical costs incurred for similar activities. The costs are then discounted to the present
value based on the market rate which can reflect the time value of money and the risks
specific to the obligation.

There was no provision for maintenance and resurfacing obligations at 31 December 2014

(2013: Nil).

Annual Report 2014 Sichuan Expressway Company Limited

129



31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

130

4. OPERATING SEGMENT INFORMATION

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating decision-maker, who is responsible for allocating
resources and assessing performance of the operating segments, has been identified as the
board of directors (the “Board”) of the Company that makes strategic decisions. For management
purposes, the Group is organised into business units based on their services and products and has

five (2013: five) reportable operating segments as follows:

(a)  the toll operation segment comprises the operation of expressways and a high-grade toll

bridge in Mainland Ching;

(b)  the construction contracts segment comprises the provision of construction and upgrade

services under the service concession arrangements and construction contracts;

(c) the gas station operation segment comprises the operation of gas stations along expressways;

(d)  the property development segment comprises the investment and development of properties

located in Mainland China; and

(e)  the “others” segment mainly comprises advertising and the rental of properties along

expressways.

The Board monitors the results of the Group’s operating segments separately for the purpose of
making decisions about resources allocation and performance assessment. Segment performance
is evaluated based on reportable segment profit, which is a measure of adjusted profit before tax.
The adjusted profit before tax is measured consistently with the Group’s profit before tax except that
interest income, dividend income and other unallocated income and gains, as well as head office,

corporate and other unallocated expenses are excluded from such measurement.

Segment assets exclude deferred tax assets, pledged deposits, cash and cash equivalents and

available-for-sale investments as these assets are managed on a group basis.

Segment liabilities exclude tax payable and deferred tax liabilities as these liabilities are managed

on a group basis.

Infersegment sales and transfers are transacted with reference to the selling prices used for sales

made to third parties at the then prevailing market prices.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

4. OPERATING SEGMENT INFORMATION (Continued)

Year ended 31 December 2014

Toll  Consiruction  Gas station Property
operation contracts operation  development Others Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB000

SEGMENT REVENUE 2,671,233 4,396,081 2,302,019 - 50,820 9,420,153
SEGMENT RESULTS 1,152,857 268,387 91,945 (107,588) 17,495 1,423,096
Reconciliation:
Inferest income on bank deposits 27,736
Dividend income and unallocated

income and gains 33,159
Corporate and thermocautery expenses (184,143)
Profit before fax 1,299,848
SEGMENT ASSETS 20,570,107 2,383,723 124,184 1,774,642 34,080 24,886,736
Reconciliation:
Availableforsale investments 158,824
Deferred fax assets 5,468
Pledged deposits 134,967
Cash and cash equivalents 3,617,110
Total assets 28,803,105
SEGMENT LIABILITIES 13,338,844 2,714,923 23,420 177,993 30,637 16,285,817
Reconciliation:
Tox payable 141,485
Deferred tax liabilities 8,401
Total liabilifies 16,435,703

OTHER SEGMENT INFORMATION

Share of profits and losses of associates 13,179 - - - - 13,179
Share of losses of a joint venture - - - - (1,586) (1,586)
Depreciation and amortisation 531,615 11,964 4,457 427 1,895 550,358
Investments in associates 64,053 - - - 4,450 68,503
Investment in a joint venture - - - - 3414 3414
Capital expenditure* 3,009,398 25,092 25,823 716 4,612 3,005,641
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4. OPERATING SEGMENT INFORMATION (Continued)

Year ended 31 December 2013

Tl Construction Gas station Properly

operation contracts operation development Others Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

SEGMENT REVENUE 2,526,878 3,761,510 2,247 392 - 34,360 8,570,140
SEGMENT RESULTS 1,141,220 238,769 66,766 (35,668) 8,650 1,419,737
Reconciliation:
Inferest income on bank deposits 24,469
Dividend income and unallocated

income and gains 39,284
Corporate and other unallocated expenses (173,554)
Profit before tax 1,309,936
SEGMENT ASSETS 18,042,709 1,813,587 364,806 1,688,771 32,564 21,942 437
Reconciliation:
Availableforsale investments 115,967
Deferred fax assets 252
Pledged deposits 138,463
Cash and cash equivalents 1,791,963
Total assefs 23,989,082
SEGMENT LIABILITIES 9,822,152 2,108,998 279,198 86,958 31,236 12,328,542
Reconciliation:
Tox payable 123217
Deferred tax liabilities 6,682
Total liabilities 12,458 441

OTHER SEGMENT INFORMATION

Share of profits and losses of associates 11,594 = = = = 11,594
Depreciation and amorisation 506,156 9,691 2401 91 1,181 519,520
Investments in associates 61,520 - - - 4,450 65,970
Capital expenditure* 3,197,504 18,706 15,064 2,466 6,988 3,240,728

Capital expenditure consists of additions to service concession arrangements, property, plant and equipment
and other intangible asset.
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OPERATING SEGMENT INFORMATION (Continued)
Entity-wide disclosures

Geographical information

The Group is domiciled in Mainland China. All external revenues of the Group are generated
in Mainland China. The Group’s non-current assets are all located in Mainland China. Thus, no
geographic information is presented.

Information about major customers

Revenue of approximately RMB1,084,581,000 which accounted for more than 10% of the Group’s
revenue during the year ended 31 December 2014 was derived from providing construction
services to a single customer, including sales to a group of entities which are known to be under

common control with that customer. During the year ended 31 December 2013, no revenue derived
from a customer amounted to 10% or more of the Group'’s total revenue.

REVENUE, OTHER INCOME AND GAINS

An analysis of revenue, other income and gains is as follows:

2014 2013
RMB’000 RMB’000
Revenue
Toll income
— Chengyu Expressway 835,794 968,456
— Chengya Expressway 788,160 681,170
— Chengle Expressway 464,233 414,419
— Chengren Expressway 585,988 465,916
— Chengbei Exit Expressway and
Qinglongchang Bridge 91,693 86,180
2,765,868 2,616,141
Less: Revenue taxes (94,635) (89,263)
Sub-total 2,671,233 2,526,878
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3.

Sichuan Expressway Company Limited Annual Report 2014

REVENUE, OTHER INCOME AND GAINS (Continued)

*

2014 2013
RMB’000 RMB’000
Construction revenue in respect of:
— Service concession arrangements 2,995,939 3,191,552
— Construction and maintenance works
performed for other parties 1,505,838 647,426
4,501,777 3,838,978
Less: Revenue taxes (105,696) (77,468)
Sub-total 4,396,081 3,761,510
Revenue from operation of gas stations 2,302,019 2,247,392
Others (including income from rental and advertising) 50,820 34,360
Total revenue 9,420,153 8,570,140
Other income and gains
Interest income from bank deposits 27,736 24,469
Interest income from discounting long-term
compensation receivables (note 20) 9,121 9,595
Interest income from construction contracts 45,204 76,096
Interest income from overdue trade receivables
and bidding deposits 8,839 6,320
Gain on disposal of land use rights - 1,943
Gain on disposal of items of service
concession arrangements 41 —
Rental income 4,176 4,167
Government grants* 452 185
Dividend income from availablefor-sale investments 13,122 9,465
Compensation 9,229 17,754
Reversal of bad debt provision 2,334 =
Miscellaneous 3,805 5,180
124,059 155,174
Total revenue, other income and gains 9,544,212 8,725,314

There were no unfulfilled conditions or contingencies relating to these grants.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

FINANCE COSTS

An analysis of finance costs is as follows:

2014 2013
RMB’000 RMB’000

Interest on bank and other loans wholly
repayable within five years 379,624 450,092
Interest on bank and other loans 266,010 6,481
Interest on medium-term notes 73,803 65,777
719,437 522,350

Less: Interest capitalised in respect of:

— Service concession arrangements (note 13(c)) (233,942) (71,741)
— Properties under development (695) —
484,800 450,609
Interest rate of borrowing costs capitalised 5.24%-6.55% 5.26%-6.43%
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7. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

2014 2013
Notes RMB’000 RMB’000
Employee costs (including
directors’, chief executive’s and
supervisors’ remuneration (note 8)):
Woages and salaries 334,667 298,278
Pension scheme contributions
— Defined contribution fund 54,750 46,404
Housing funds
— Defined contribution fund 33,101 27,428
Supplementary pension scheme
— Defined contribution fund 24,816 23,629
Other staff benefits 85,531 72,910
532,865 468,649
Depreciation 12 67,720 67,358
Amortisation of service
concession arrangements 13 450,086 419,940
Amortisation of prepaid land
lease payments 14 32,053 32,056
Amortisation of other intangible asset 15 499 166
Depreciation and amortisation expenses 550,358 519,520
Repairs and maintenance 216,837 157,547
Construction costs in respect of:
— Service concession arrangements* 2,799,958 2,999,442
— Construction works performed for
other parties* 1,374,196 551,556

Cost of sales of refined oil and

chemical products 2,181,572 2,161,428
Minimum lease payments

under operating leases:

— Land and buildings 28,036 22,152

Auditors’ remuneration 2,650 2,500

Loss on disposal and write-off of items of

property, plant and equipment 3,645 3,227

Gain on disposal of land use rights (1,943)
Gain on disposal of items of service

concession arrangements (41) —
Loss on deemed disposal of

available-for-sale investments 42 590
Reversal of provision for impairment of

other receivables (2,334) =

* During the year, employee costs of RMB87,188,000 (2013: RMB63,244,000) and depreciation charges of

RMB9,385,000 (2013: RMB6,949,000) were included in those construction costs.
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DIRECTORS’, CHIEF EXECUTIVE’S AND SUPERVISORS’
REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES

Directors’, chief executive’s and supervisors’ remuneration for the year, disclosed pursuant to the
Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited and section
78 of Schedule 11 to the Hong Kong Companies Ordinance (Cap. 622), with reference to section
161 of the predecessor Hong Kong Companies Ordinance (Cap. 32), is as follows:

2014 2013

RMB’000 RMB’000

Fees 320 300
Other emoluments:

Salaries, allowances and benéfits in kind 1,801 1,897

Pension scheme contributions 116 104

Supplementary pension scheme contributions 71 73

1,988 2,074

2,308 2,374

(1) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2014 2013

RMB’000 RMB’000

Mr. Sun Huibi 80 60
Mr. Guo Yuanxi 80 60
Mr. Fang Guijin 33 60
Mr. Yu Haizong 80 60
Mr. Chen Weizheng 47 —
Madam Luo Xia - 15
Mr. Feng Jian - 15
Mr. Zhao Zesong - 15
Mr. Xie Bangzhu - 15
320 300
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. DIRECTORS’, CHIEF EXECUTIVE’'S AND SUPERVISORS’
REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES
(Continued)

(2) Executive, non-executive directors and the chief executive

Salaries Supplementary
allowances Pension pension
and benefits scheme scheme
in kind  contributions  contributions Total
RMB’000 RMB’000 RMB’000 RMB’000
2014
Executive directors:
Mr. Zhou Liming - - - -
Mr. He Zhuging 329 - - 329
Mr. Gan Yongyi* 404 29 20 453
733 29 20 782
Non-executive
directors:
Mr. Tang Yong - - - -
Mr. Huang Bin - - - -
Mr. Wang Shuanming - - - -
Mr. Wu Xinhua - - - -
733 29 20 782
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. DIRECTORS’, CHIEF EXECUTIVE’'S AND SUPERVISORS’
REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES

(Continued)
(2) Executive, non-executive directors and the chief executive
(Continued)
Salaries Supplementary
allowances Pension pension
and benefits scheme scheme
in kind contributions contributions Total
RMB’000 RMB’000 RMB’000 RMB’000
2013
Executive directors:
Mr. Zhou Liming = — — _
Mr. Liv Mingli 22 - - 22
Mr. He Zhuqing 110 — - 110
Mr. Gan Yongyi 441 26 21 488
573 26 21 620
Non-executive
directors:
Mr. Zhang Zhiying 32 - - 32
Madam Zhang Yang 32 - - 32
Mr. Tang Yong 32 — — 32
Mr. Huang Bin — — — —
Mr. Gao Chun 32 - - 32
Mr. Wang Shuanming 32 - - 32
Mr. Wu Xinhua - — - -
Madam Hu Yu 32 — - 32
192 — — 192
765 26 21 812
* Mr. Gan Yongyi who acts as an executive director of the Company is also the general manager of the
Company.

There was no arrangement under which a director or the chief executive waived or agreed
to waive any remuneration during the year.
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8. DIRECTORS’, CHIEF EXECUTIVE’'S AND SUPERVISORS’
REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES

(Continued)

(3) Supervisors

Salaries Supplementary

allowances Pension pension

and benefits scheme scheme
in kind contributions contributions Total
RMB’000 RMB’000 RMB’000 RMB’000

2014
Mr. Feng Bing 397 29 20 446
Mr. Ouyang Huaijie - - - -
Mr. Jian Shixi 334 29 16 379
Madam Yang Jinfan 337 29 15 381
Madam He Kun - - - -
Mr. Lu Ning - - - -
Mr. Dan Yong - - - -
1,068 87 51 1,206
2013

Mr. Feng Bing 441 26 21 488
Mr. Hou Bin — — — —
Mr. Ouyang Huajie — = = —
Mr. Jian Shixi 363 26 17 406
Madam Yang Jinfan 328 26 14 368
Madam Zhou Wei — - — —
Mr. Lu Ning = = — _
Mr. Dan Yong — — — —
Mr. Dong Zhi = = — —
1,132 78 52 1,262

There was no arrangement under which a supervisor waived or agreed to waive any

remuneration during the year.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. DIRECTORS’, CHIEF EXECUTIVE’S AND SUPERVISORS’
REMUNERATION AND FIVE HIGHEST PAID EMPLOYEES
(Continued)

(4)

The five highest paid employees during the year included one director (2013: one) and two
supervisors (2013: two), details of whose remuneration are set out above. Details of the
remuneration for the year of the remaining two (2013: two) highest paid employees who are
not director, chief executive, or supervisor of the Company are as follows:

2014 2013

RMB’000 RMB’000

Salaries, allowances and benefits in kind 668 726
Pension scheme contributions 92 84
760 810

Remuneration of the above non-director, non-chief executive and non-supervisor highest paid
employees during the year and the prior year was below HK$1,000,000.

During the year, several directors and supervisors resigned and several new directors
and supervisors were appointed, details of which are set out in Section “Directors and
Supervisors” in the directors’ report of the Company.

In addition to the amounts disclosed above, one executive director (2013: one), four
non-executive directors (2013: two) and four supervisors (2013: six) did not receive any
remuneration from the Company in 2014. They are respectively the senior executives and
directors of STl Group, Sichuan Highway Development Company Limited (“Sichuan Highway
Development”) which is also controlled by STI Group, and China Merchants Huajian
Highway Investment Co., Ltd. which holds a 21.73% interest in the Company. In the opinion
of the directors, it is not practicable to apportion these amounts between their services
as directors and supervisors of the Company and their services as senior executives and
directors of the above companies.

INCOME TAX

No Hong Kong profits tax has been provided as no assessable profits were earned in or derived
from Hong Kong during the two years ended 31 December 2014.

Except for the companies discussed below that are entitled to a preferential tax rate, other
subsidiaries, associates and joint venture of the Company are required to pay CIT at the standard
rate of 25%.
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9. INCOME TAX (Continued)

Pursuant to the “Announcement of the State Administration of Taxation [2012] No. 12” dated 6
April 2012 issued by the PRC State Administration of Taxation, enterprises in encouraged industries
that are established in the western region are able to enjoy a preferential tax rate of 15% from
2011 to 2020. The Group has referred to Guiding Catalog for Adjustment in the Industrial Structure
(2011 Version) (Revised) (EZEABFALIRERE(2011FK)({EE)) issued by the National
Development and Reform Commission of the People’s Republic of China, and concluded that the
transportation industry fell within the encouraged industry. For subsidiaries within the scope of the
transportation industry, i.e., the Company, Sichuan Chengle Expressway Company Limited (“Chengle
Company”) and Chengdu Chengbei Exit Expressway Company Limited (“Chengbei Company”)
and Chengdu Airport Expressway Company Llimited, an associate of the Company, which have
been approved to enjoy the preferential tax rate of 15% before 2012 and have not changed their
business operations, income tax expenses of these entities for the year ended 31 December 2014

continued to be calculated at a tax rate of 15%.

The major components of tax expense for the year are as follows:

2014 2013
RMB’000 RMB’000

Current — Mainland China
Charge for the year 247,882 229,010
Underprovision/(over provision) in prior years (9,534) 621
Deferred (note 22) (10,371) (405)
Total tax charge for the year 227,977 229,226
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9. INCOME TAX (Continued)

A reconciliation of the tax expense applicable to profit before tax at the applicable tax rates for
companies within the Group to the tax expense at the Group's effective tax rate, is as follows:

2014 2013
Notes RMB’000 RMB’000
Profit before tax 1,299,848 1,309,936
Tax at applicable tax rates of:
25% 41,623 57,638
15% 170,003 161,908
Sub-total 211,626 219,546
Income not subject to tax (2,486) (3,535)
Expenses not deductible for tax 484 10,855
Adjustments in respect of current tax
of prior years (a) (9,534) 621
Profit attributable to associates (b) 1,580 1,739
Tax losses not recognised 15,518 —
Tax effect from intra-group
interest income 10,789 —
Tax charge at the Group's effective
tax rate 227,977 229,226

Notes:

(a) On 21 May 2014, Sichuan Trading Construction Engineering Co., Ltd. (“TCC") obtained the approval from
local tax bureau, which confirmed it was eligible to enjoy the preferential tax rate of 15% under the Western
Development Policy by reference to the Catalogue as its eligible revenue has exceeded 70% of its total revenue
during 2013. During the year, the directors of the Company considered the eligible revenue derived by Trading
Construction Company has not exceeded 70% of its total revenue, and the provision of income tax expenses of
TCC during the year is calculated at the rate of 25%.

(b) The share of tax attributable to associates amounting to RMB2,379,000 (2013: RMB2,015,000) is included in
“Share of profits and losses of associates” on the face of the consolidated statement of profit or loss and other
comprehensive income.

10. PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY

The consolidated profit attributable to owners of the Company for the year ended 31 December
2014 includes a profit of RMB691,397,000 (2013: RMB693,929,000), excluding dividend income
from subsidiaries and an associate, which has been dealt with in the financial statements of the
Company.
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11. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY

The calculation of basic earnings per share is based on the profit for the year attributable to owners
the Company, and the number of ordinary shares of 3,058,060,000 (2013: 3,058,060,000) in
issue during the year.

No adjustment has been made to the basic earnings per share amounts presented for the years

ended 31 December 2014 and 2013 in respect of a dilution as the Group had no potentially
dilutive ordinary shares in issue during those years.

12. PROPERTY, PLANT AND EQUIPMENT

Group
Communication Toll Machinery
Safety and signalling collection and Motor  Construction
equipment systems equipment Buildings equipment vehicles  in progress Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

31 December 2014

Cost:

At T January 2014 668,377 189,029 176,035 526,229 195,144 111,841 4,775 1,871,430
Additions during the year 6,027 450 22,752 2,080 22,273 11,306 4814 69,702
Disposcs and wreofs (4610) (141) (1812) (1,774) (1,099) (4,882) 222)  (16582)
Transfer - - 4,232 - 1,443 - (5,675) -
At 31 December 2014 669,794 189,338 201,207 526,535 217,761 118,265 1,690 1,924,590

Accumulated depreciation:

At T Jonuary 2014 630,062 155,655 132,397 184,461 108,532 48,119 - 1,259,226
Provided during the yeor 2,990 4,901 10,797 23,420 15,294 10,318 - 67,720
Disposals and writeoffs (4,470) (140) (1,651) (1,065) (750) (3,694) - (11,770)
At 31 December 2014 628,582 160,416 141,543 206,816 123,076 54,743 - 1,315,176

Net carrying amount:
At 1 January 2014 38,315 33,374 43,638 341,768 86,612 63,722 4,775 612,204

At 31 December 2014 41,212 28922 59,664 319,719 94,685 63,522 1,690 609,414
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12. PROPERTY, PLANT AND EQUIPMENT (Continued)

Group
Communication Toll Machinery
Safety and signalling collection and Motor  Construction
equipment systems equipment Buildings equipment vehicles in progress Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

31 December 2013

Cost:

At 1 Jonuary 2013 664,797 193,130 175,058 526,218 203,151 97,713 3729 1,863,796
Additions during the year 6,134 1,401 4214 3,058 11,187 19,641 1,046 46,681
Disposals and write-ffs (2,554) (5,502) (3,237) (3,047) (19,451) 5,25¢) - (39,047)
Reclassification - - - - 257 257) - -
At 31 December 2013 608,377 189,029 176,035 526229 195,144 111,841 4775 1,871,430

Accumulated depreciation:

At T January 2013 628,481 153,968 125,194 164,064 111,636 4,119 - 1,227,462
Provided during the year 4,206 6814 10,132 21,759 15,420 9,027 - 67,358
Disposals and write-offs (2,629) (5,127) (2,929 (1,362) (18,563) 4,988) - (35,594)
Reclassification - - - - 3 39) - -
At 31 December 2013 630,062 155,635 132,397 184,461 108,332 4819 - 1,259,226
Net carrying amount:

At 1 January 2013 36,316 39,162 49,864 362,154 91,515 53,594 3709 636,334
At 31 December 2013 38,315 33,374 43,638 341,768 86,612 63722 4775 612,204
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12. PROPERTY, PLANT AND EQUIPMENT (Continued)

Company
Communication Toll Machinery
Safety and signalling collection and Motor  Construction
equipment systems equipment Buildings equipment vehicles in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

31 December 2014
Cost:
At 1 January 2014 425,210 147,598 130,239 348,214 81,858 51,357 3912 1,188,388
Additions during the year 131 450 22,463 1,214 4,541 855 2,088 32922
Disposals and writeoffs (59) (144) (1,811) (1,774) (1,029) (2,353) (2,224) (9,394)
Transfer - - 643 - 1,443 - (2,086) -
At 31 December 2014 426,462 147,904 151,534 347,654 86,813 49,859 1,690 1,211,916
Accumulated depreciation:
At T January 2014 400,415 120,831 95,910 113,835 47,967 22,625 - 801,583
Provided during the year 2,109 4,114 8,981 15,607 7,026 4,153 - 41,990
Disposals and write-offs (57) (140) (1,653) (1,066) () (1,240) - (4,867)
At 31 December 2014 402,467 124,805 103,238 128,376 54,282 25,538 - 838,706
Net carrying amount:
At 1 January 2014 24,795 26,767 34,329 234,379 33,891 28,732 3912 386,805
At 31 December 2014 23,995 23,099 48,296 219,278 32,531 24,321 1,690 373,210
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

12. PROPERTY, PLANT AND EQUIPMENT (Continued)

Company
Communication Toll Machinery
Safety and signalling collection and Motor  Construction
equipment systems equipment Buildings equipment vehicles in progress Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

31 December 2013

Cost:

At 1 Jonuary 2013 42771 151,989 130,541 351,261 98,006 52,022 2,598 1214,128
Additions during the year 53 1,1 2,862 - 3,027 4287 1,314 12,654
Disposals and write-ffs (2,554) (5,502) [3,164) (3,047) (19,175) 4,952) - 38,394)
At 31 December 2013 425,210 147,598 130,239 348,214 81,858 51,357 3912 1,188,388

Accumulated depreciation:

At T January 2013 400,770 122,280 90,537 100,659 58,404 23,070 - 795,720
Provided during the year 2270 3,678 8,301 14,538 7858 4,054 = 40,699
Disposals and wieafl 2,625) (5,127 2.92) (1,36 (18.295) 1£,499) - (34,836)
At 31 December 2013 400,415 120,831 95910 113,835 47,967 22,625 - 801,583

Net carrying amount:
At T January 2013 26941 29709 40,004 250,602 39,602 28,952 2,598 418,408

At 31 December 2013 24795 26,767 34329 234,379 33,891 28732 3912 386,805
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

13. SERVICE CONCESSION ARRANGEMENTS

Group Company
2014 2013 2014 2013

RMB’000 RMB’000 RMB’000 RMB’000
Cost:
At 1 January 20,094,441 16,902,889 14,933,689 14,787,385
Additions 2,995,939 3,191,552 89,070 146,304
Disposals (143) — - —
At 31 December 23,090,237 20,094,441 15,022,759 14,933,689
Accumulated amortisation:
At 1 January 3,186,590 2,766,650 2,613,486 2,258,442
Charged for the year 450,086 419,940 380,905 355,044
Disposals (39) — - -
At 31 December 3,636,637 3,186,590 2,994,391 2,613,486
Net carrying amount:
At 1 January 16,907,851 14,136,239 12,320,203 12,528,943
At 31 December 19,453,600 16,907,851 12,028,368 12,320,203

(a)

At 31 December 2014, the concession rights pertaining to certain expressways with net
carrying amounts listed below were pledged to secure bank loans granted to the Group (note

30(a)):
2014 2013
RMB’000 RMB’000
Chengren Expressway 7,406,562 7,453,127
Chengle Expressway 1,056,545 1,102,194
Chengbei Exit Expressway - 138,793
Chengya Expressway 2,253,127 2,408,484
10,716,234 11,102,598
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

13. SERVICE CONCESSION ARRANGEMENTS (Continued)

(b)  During the year, the Group was in the construction of Suining-Guang’an Expressway and
Suining-Xichong Expressway (the “Suiguang-Suixi Expressways BOT Project”) in the form
of Build-Operate-Transfer (“BOT”) mode. During the year ended 31 December 2014, total
construction costs of RMB2,686,832,000 (2013: RMB2,832,337,000) were incurred,
among which RMB1,253,462,000 (2013: RMB1,387,839,000) was sub-contracted to third

party subcontractors.

In addition, during the year ended 31 December 2014, construction revenue of
RMB2,881,848,000 (2013: RMB3,022,488,000) was recognised in respect of the
construction service provided by the Group using the percentage of completion method
during the year. Construction revenue was included in the additions to service concession
arrangements which will be amortised upon the commencement of operation of the respective
expressways.

At 31 December 2014, the future concession rights to collect toll income from Suiguang-Suixi
Expressways with a net carrying amount of RMB6,124,254,000 (2013: Not applicable) was
pledged to secure the bank loans amounting to RMB3,256,100,000 (2013: Nil).

(c)  Additions to service concession arrangements during the year included interest capitalised in

respect of bank loans amounting to RMB233,942,000 (2013: RMB71,741,000) (note 6).

14. PREPAID LAND LEASE PAYMENTS

Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
Carrying amount at 1 January 474,791 507,173 327,523 349,324
Recognised during the year (32,053) (32,056) (21,801) (21,801)
Disposal - (326) - —

Carrying amount at 31 December 442,738 474,791 305,722 327,523

Portion classified as current assets

(note 27(d)) (32,074)  (32,074)  (21,802)  (21,802)

Non-current portion 410,664 442,717 283,920 305,721

Prepaid land lease payments represent the costs of land use rights in respect of the Group's
leasehold land situated in Sichuan Province, the PRC, which are held under medium-term leases.
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15. OTHER INTANGIBLE ASSET

Group
Licence
2014 2013
RMB’000 RMB’000
Cost:
At 1 January 2,495 —
Acquisition of a subsidiary - 2,495
At 31 December 2,495 2,495
Accumulated amortisation:
At 1 January 166 —
Provided for the year 499 166
At 31 December 665 166
Net carrying amount:
At 1 January 2,329 —
At 31 December 1,830 2,329
16. INVESTMENTS IN SUBSIDIARIES
Company
2014 2013
RMB’000 RMB’000
Unlisted investments, at cost 3,459,046 2,293,046
Amounts due from subsidiaries are repayable:
On demand or within 1 year 1,755,912 1,371,610
Over 1 year 2,364,865 3,494,865
4,120,777 4,866,475

As at 31 December 2014, except for RMB3,483,865,000 (2013: RMB4,3164,877,000) due
from subsidiaries that bore interest at annual rates ranging from 5.50% to 6.51% (2013: 5.26%
to 6.51%), the remaining amounts due from subsidiaries were interestfree. All amounts due from

subsidiaries were unsecured.

The amounts due to subsidiaries included in the Company’s current liabilities as at 31 December

2014 and 2013 were unsecured, interest-free and repayable on demand.
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31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

16. INVESTMENTS IN SUBSIDIARIES (Continued)

Particulars of the Company’s subsidiaries, which were established in the PRC as limited liability
companies and operate in Mainland China, are as follows:

Nominal
value Percentage
of issued/ of equity
registered attributable Principal
Name capital to the Company activities
RMB’000 Direct Indirect
Chengle Company 560,790 100 —  Construction and operation
of Chengle Expressway
Chengbei Company 220,000 60 —  Construction and
operation of Chengbei
Exit Expressway and
Qinglongchang Bridge
Chengdu Shuhai Investment 200,000 100 —  Investment holding
Management Company Limited
TCC 500,000 51 —  Repair and maintenance of
expressways construction
of roads, and expressways
Sichuan Shusha Enterprise 30,000 100 —  Provision of ancillary
Company Limited services and property
development
Sichuan Shunan Investment 200,000 100 —  Construction project
Management Company Limited management
Sichuan Suiguangsuixi Expressway 180,000 100 —  Construction and
Company Limited operation of Suiguang-
Suixi Expressways
Sichuan Chengya Expressway 27,200 51 —  Management of
Oil Supply Company Limited gas stations along
expressways
Renshou Trading Landmark 200,000 91 —  Property development
Company Limited (“Renshou Landmark”)
Sichuan Shurui Construction 20,000 100 —  Construction of properties
Engineering Co.,Ltd. (Formerly known as
Sichuan ChengZhiTongSheng
Construction Engineering Co., Ltd.)
Sichuan Chengyu Expressway 1,000 - 60 Design and production
Advertising Company Limited of advertisements
Sichuan Shugong Road 30,000 - 100 Provision of road,
Construction Engineering bridge and tunnel
Testing Company Limited inspection services
Sichuan Zhonglu Energy Company Limited 52,000 - 51 Management of
gas stations along expressways
Chengdu Shuhong Property 100,000 - 100 Construction project
Company Limited management
Renshou Shunan Investment 100,000 - 100 Construction project

Management Company Limited

None of the subsidiaries has material non-controlling interests.

management
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

17. INVESTMENT IN A JOINT VENTURE

Group
2014
RMB’000

Unlisted investments, share of net assets 3,414

Particulars of the indirectly held joint venture by the Company, which was established in the PRC as
a limited liability company and operates in Mainland China, are as follows:

Percentage of
ownership interest
attributable
Name to the Group Principal activities

Sichuan Zhongxin Assets Management 50  Assets management
Company Limited

18. INVESTMENTS IN ASSOCIATES

Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
Unlisted shares, at cost: - = 38,438 38,438
Share of net assets 77,666 75,133 - —
Provision for impairment (9,163) (2,163) - —
68,503 65,970 38,438 38,438

Particulars of the associates of the Group, which were established in the PRC as limited liability
companies and operate in Mainland China, are as follows:

Percentage of
ownership interest
attributable

Name to the Group Principal activities
Chengdu Airport Expressway 25  Operation of
Company Limited Chengdu Airport Expressway
Sichuan Chuanda Scientific 20 Development and sale of
Technology Result Transfer high-tech products
Centre Company Limited
Chengdu Stone Elephant Lake 32.4  Provision of accommodation,
Communication Restaurant meeting reception and
Company Limited entertainment services
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

18. INVESTMENTS IN ASSOCIATES (Continued)

None of the above associates is audited by Ernst & Young, Hong Kong or another member firm of
the Ernst & Young global network.

The Group's shareholdings in the associates all comprise equity shares held by the Company,
except for Chengdu Airport Expressway Company Llimited, the shareholding in which is held
through a subsidiary of the Company.

None of the above associates is individually material.

The following table illustrates the aggregate financial information of the Group's associates that are
not individually material:

2014 2013
RMB’000 RMB’000
Share of the associates’ profit and losses, and total

comprehensive income and losses for the year 13,179 11,594

Aggregate carrying amount of the Group's investments
in the associates 68,503 65,970

19. AVAILABLE-FOR-SALE INVESTMENTS
Group Company

2014 2013 2014 2013

RMB’000 RMB’‘000  RMB’000 RMB’000

Listed equity investment,
at fair value:

Mainland China 81,467 44,467 52,559 28,688
Unlisted equity investments, at cost 77,357 71,500 76,287 70,430
158,824 115,967 128,846 99,118

During the year, the gross profit in respect of the Group's available-for-sale investments recognised
in other comprehensive income amounted to RMB37,061,000 (2013: gross loss of RMB6,627,000),
of which RMB17,000 (2013: RMB257,000) was reclassified from other comprehensive income to

profit or loss for the year.

The above investments consisted of investments in equity securities which are designated as
available-for-sale financial assets and have no fixed maturity date or coupon rate.

The unlisted equity investments represent the Group’s investments in enterprises domiciled in
Mainland China. They are stated at cost less impairment because the range of reasonable fair
value estimates is so significant that the directors are of the opinion that their fair value cannot be
measured reliably. The Group does not intend to dispose of them in the near future.
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20. LONG-TERM COMPENSATION RECEIVABLES

Pursuant to a compensation agreement dated 29 December 2006 entered into among the Xindu
District Finance Bureau and the Communications Bureau (collectively Xindu District Government,
“XDG"), Chengdu Municipal Committee of Communication (“CMCC”) and Chengbei Company, a
subsidiary of the Company, on 30 December 2006, Chengbei Company disposed of the operating
rights of Dajian Road to XDG for a compensation of RMB211,802,000.

The compensation is satisfied by cash on the following salient terms:

(a)  An annual instalment of RMB13 million is paid by XDG to Chengbei Company by 30 June
of every year for 16 years from 2007 till 2022 and a final instalment of RMB3,802,100 by

30 June 2023;

(b)  CMCC, an authorised representative of the Chengdu Municipal Government responsible for
the financing of XDG, guaranteed the payment of annual instalments. In the event of default
in payment, CMCC agrees that it will deduct the default amount from the annual finance

funds allocated to XDG and pay it to Chengbei Company directly; and

(c)  Additional compound interest at a rate of 0.021% per day should be levied on the delay in

payment.

The compensation can be analysed as follows:

2014 2013
Net Net
Imputed present Imputed present
Compensation interest value  Compensation inferest value
RMB’000 RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
Receivables:
Within one year 13,000 8,581 4,419 13,000 9,121 3,879
In the second o fifth years,
inclusive 52,000 27,258 24,742 52,000 30,281 21,719
Beyond five years 42,802 10,314 32,488 55,802 15,873 39,929
107,802 46,153 61,649 120,802 55,275 65,527
Portion classified as current
assets (note 27 (b)) (4,419) (3,878)
Non-current portion 57,230 61,649

As the compensation is paid by instalments over 17 years, the Group calculated the discounted
value of the compensation receivables in future using an imputed rate of interest of 13.92% per
annum. The imputed rate of interest adopted reflects risk premium accounted for after considering

the credit risk incurred due to the fact that the compensation is paid over 17 years.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

21. PAYMENTS IN ADVANCE

Group Company
2014 2013 2014 2013
RMB’000 RMB’‘000  RMB’000 RMB’000
In respect of:
Suiguang-Suixi Expressways
BOT Project 5,929 22,977 - -
Purchase of land use rights 2,355 — 2,000 —
Upgrading projects along
existing expressways - 2,074 - —
Investment in a joint venture - 5,000 - —
8,284 30,051 2,000 —

22. DEFERRED TAX

The movements in deferred tax assets and liabilities during the year are as follows:

Deferred tax assets

Group
Deferred
income Others Total
RMB’000 RMB’000 RMB’000
At 1 January 2013 187 155 342
Deferred tax credited/(charged)to profit or loss
during the year (note 9) (21) 97 76
At 31 December 2013 and 1 January 2014 166 252 418
Deferred tax credited to profit or loss during
the year (note 9) 9,978 92 10,070
At 31 December 2014 10,144 344 10,488

Annual Report 2014  Sichuan Expressway Company Limited

1515



31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

156

22. DEFERRED TAX (Continued)

Deferred tax assets (Continued)

Company

Deferred

income

RMB’000

At 1 January 2013 187
Deferred tax charged to profit or loss during the year (22)
At 31 December 2013 and 1 January 2014 165
Deferred tax credited to profit or loss during the year 9,979
At 31 December 2014 10,144

The Group also has tax losses arising in Mainland China of RMB62,072,000 (2013: Nil) that will
expire in four to five years for offsefting against future taxable profits. Deferred tax assets have not

been recognised in respect of these losses as it is not considered probable that taxable profits will
be available against which the tax losses can be utilised.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

22. DEFERRED TAX (Continued)

Deferred tax liabilities

Group
Fair value Accelerated
adjustment arising amortisation
from available- for tax
for-sale investments purposes Total
RMB'000 RMB’000 RMB'000
At 1 January 2013 4,039 4,366 8,405
Deferred tax credited fo profit or loss during the year [nofe 9) (60) (269) (329)
Deferred tax credited fo reserves during the year (1,228) - (1,228)
At 31 December 2013 and 1 January 2014 2,751 4,097 6,848
Deferred tax credited fo profit or loss during the year (nofe 9) 13) (298) (301)
Deferred tax charged to reserves during the year 6,874 - 6,874
At 31 December 2014 9622 3,799 13,421
Company
Fair value
adjustment
arising from
available-
for-sale investments
RMB’000
At 1 January 2013 2,108
Deferred tax credited to profit or loss during the year (29)
Deferred tax credited to reserves during the year (644)
At 31 December 2013 and 1 January 2014 1,435
Deferred tax credited to profit or loss during the year (2)
Deferred tax charged to reserves during the year 3,587
At 31 December 2014 5,020
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22. DEFERRED TAX (Continued)

For the purpose of the consolidated statement of financial position presentation, certain deferred tax
assets and liabilities have been offset. The following is an analysis of the deferred tax balances of
the Group and the Company for reporting purposes:

Group Company

2014 2013 2014 2013

RMB’000 RMB’000 RMB’000 RMB’000

Gross deferred tax assets 10,488 252 10,144 —
Gross deferred tax liabilities (5,020) — (5,020) —
Net deferred tax assets 5,468 252 5,124 =
Gross deferred tax assets - (166) - (165)
Gross deferred tax liabilities 8,401 6,848 - 1,435
Net deferred tax liabilities 8,401 6,682 - 1,270

Withholding tax (“WHT”) for dividends paid to foreign
investors

Pursuant to Cai Shui [2008] Circular 1 jointly issued by the Ministry of Finance and the State
Administration of Taxation, where the Company declares a dividend in or after 2008 and beyond
out of the cumulative retained profits as of 31 December 2007 (i.e., 2007 retained profits), these
dividends earned by the foreign shareholders are exempted from WHT, For a dividend which arises
from the Company’s profit earned after 1 January 2008, WHT is levied on the foreign shareholders.
Pursuant to the new CIT law and the detailed implementation regulations, foreign shareholders are
subject to a 10% WHT for the dividend repatriated by the Company starting from 1 January 2008.
For certain treaty jurisdictions such as Hong Kong which has signed tax treaties with the PRC, the
WHT rate is 5%. The Company has fulfilled the obligation of WHT for dividends related to 2013
which was paid to foreign shareholders until 31 December 2014.

23. INTERESTS IN LAND HELD FOR PROPERTY DEVELOPMENT

The Group's interests in land use rights for property development were in respect of prepayment
for the rights to use certain land situated in Mainland China over fixed periods and held under
medium-term leases. As at 31 December 2014, the legal title of the land use rights with a carrying
amount of approximately RMB700,740,000 (31 December 2013: RMB700,740,000) that the
Group acquired has not been transferred to the Group and relevant title transfer is still under
application. The directors of the Company do not foresee any major obstacles to complete the title
transfer of the legal title of the above mentioned land use rights to the Group.
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24, PROPERTIES UNDER DEVELOPMENT

Group
2014 2013
RMB’000 RMB’000
Land costs 966,630 966,630
Development costs 94,074 15,726
1,060,704 982,356

The Group's properties under development are situated on leasehold land in Mainland China, which
are held under medium-term and longterm leases. As at 31 December 2014, properties under
development were expected to be completed within the normal operating cycle and recovered after

one year.

25. INVENTORIES

Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
Refined oil products 19,595 28,711 - —
Spare parts and construction
materials 58,745 53,902 197 197
78,340 82,613 197 197
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26. CONSTRUCTION CONTRACTS IN PROGRESS

Group

2014 2013
RMB’000 RMB’000

Contract costs incurred plus recognised
profits less recognised losses to date 1,264,527 222,653
Less: Progress billings (1,060,887) (151,584)
Construction contracts in progress 203,640 71,069

Representing:

Amount due from customers for contract works 237,149 71,069
Amount due to a customer for contract works (6,509) —
203,640 71,069

At 31 December 2014, retentions held by customers for contract works included in the Group's
trade receivables amounted to approximately RMB86,493,000 (2013: RMB20,121,000).

27. TRADE AND OTHER RECEIVABLES

Group Company
2014 2013 2014 2013
Notes RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables
Trade receivables 1,742,008 1,453,898 - =
Impairment - - - -
Trade receivables, net (a) 1,742,008 1,453,898 - =
Other receivables
Other receivables (b) 344,644 490,418 111,161 53,445
Impairment (110,437) (112,771) (29,342) (30,321)
234,207 377,647 81,819 23,124
Deposits () 161,199 57,805 20,000 20,000
Prepayments (d) 84,996 85,575 24,895 26,723
Other receivables, net 480,402 521,027 126,714 69,847
Total trade and other receivables 2,222,410 1,974,925 126,714 69,847
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27. TRADE AND OTHER RECEIVABLES (Continued)

Notes:

(a)

The Group's trade receivables which arose from construction contracts are settled in accordance with the terms
specified in the contracts governing the relevant construction works. The Group does not have a standardised
and universal credit period granted tfo its construction contract customers. The credit period of an individual
construction contract customer is considered on a case-by-case basis and is set out in the respective construction
contracts, as appropriate.

According to the contracts governing the relevant construction works, trade receivables of RMB1,097,372,000
as at 31 December 2014 (2013: RMB765,587,000) were to be sefled by instalments within two to three
years upon completion of the relevant construction works and bore interest at rates ranging from 5.60% to
14.98% (2013: 6.00% to 10.00%) per annum. The remaining trade receivables are non-interest-bearing.

An aged analysis of the trade receivables as at the end of the reporting period, based on the invoice date and
net of provisions, is as follows:

Group
2014 2013
RMB’000 RMB’000
Within 3 months 819,778 707,902
3 to 6 months 4,550 3,454
6 to 12 months 86,932 19,540
Over one year 830,748 723,002
1,742,008 1,453,898

The aged analysis of the trade receivables that are not individually nor collectively considered to be impaired
is as follows:

Group

2014 2013

RMB’000 RMB’000

Neither past due nor impaired 1,524,326 1,103,731
Past due but not impaired:

6 to 12 months - 292,828

Over one year 217,682 57,339

1,742,008 1,453,898

Receivables that were neither past due nor impaired relate to government agencies and a number of diversified
customers for whom there was no recent history of default.

Receivables that were past due but not impaired relate to government agencies and a number of independent
customers that have a good payment record with the Group. Based on past experience, in the opinion of the
directors, no impairment is necessary in respect of these balances as there has not been a significant change in
credit quality and the balances are still considered fully recoverable.
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27. TRADE AND OTHER RECEIVABLES (Continued)

Notes: (Continued)

(b) The Group's other receivables at 31 December 2014 are analysed as follows:
Group
2014 2013
RMB’000 RMB’000
Temporary advances 50,000 227,496
Interest receivables on temporary advances

and construction revenue 41,884 63,002

Long-term compensation receivables to be received
within one year (note 20) 4,419 3,878
Toll income receivables 71,531 6,921
Interest income from pledged deposits 12,426 7,500
Miscellaneous 164,384 181,621
344,644 490,418

As stipulated in the contracts entered into between the Group and the respective government agencies, other
than the provision of construction works under the “Build-Transfer” mode (collectively referred as “BT Projects”),
the Group is also required to provide temporary advances to the government agencies for the resettlement
of residents and removal of obstacles performed by the relevant government agencies. These advances bear
interest rates at 14.98% to 16.00% per annum (2013: 6.55% to 10.00%per annum).

The movements in provision for individually impaired other receivables are as follows:

Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 112,771 112,771 30,321 30,321
Reversal of bad debt
provision (note 5) (2,334) — (979) —
At 31 December 110,437 112,771 29,342 30,321

The individually impaired other receivables relate to debtors that were in financial difficulties and only a portion
of the receivables is expected to be recovered.

The aged analysis of the other receivables that are not considered to be impaired is as follows:

Group Company

2014 2013 2014 2013

RMB’000 RMB’000 RMB’000 RMB’000

Neither past due nor impaired 234,207 138,798 81,819 23,124
Past due but not impaired

within 3 months - 63,496 - =

6 to 12 months - 11,353 - -

Over one year - 164,000 - —

234,207 377,647 81,819 23,124

Receivables that were neither past due nor impaired related to a large number of diversified debtors for whom
there was no recent history of default.
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27. TRADE AND OTHER RECEIVABLES (Continued)

Notes: (Continued)

() Deposits of the Group and the Company at the end of the reporting period mainly include the following items:
Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
Performance guarantee deposits
in respect of:

— BT Projects 65,330 22,652 - -

— Suiguang-Suixi Expressways
BOT Project 10,000 10,000 10,000 10,000
— Construction contracts 55,821 11,896 - —

Bidding deposit in respect of:
— Chengren Expressway

BOT Project 10,000 10,000 10,000 10,000
— Construction contracts 5,000 3,000 - —
Others 15,048 257 - —
161,199 57,805 20,000 20,000
(d) Prepayments of the Group and the Company at 31 December 2014 included prepaid land lease payments

to be recognised within one year of RMB32,074,000 (2013: RMB32,074,000) and RMB21,802,000 (2013
RMB21,802,000), respectively (note 14).

(e) Amounts due from related parties, which are repayable on similar credit terms to those offered to the
independent major customers of the Group, included in trade and other receivables as at the end of the
reporting period are as follows:

Group

2014 2013
RMB’000 RMB’000

Fellow subsidiaries under common control of STI Group
— Trade receivables 544,964 85,739
— Other receivables 2,539 7,454
— Deposits 54,025 —
601,528 93,193

PetroChina and its fellow subsidiaries*

— Other receivables 2,231 13,781
— Prepayments 11,292 2,317
13,523 16,098
615,051 109,291

* PetroChina Company Limited (“PetroChina”) is the non-controlling shareholder of Sichuan Zhonglu

Energy Company Limited, a major subsidiary of the Group.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

28. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

Group Company
2014 2013 2014 2013
Note RMB’000 RMB’000 RMB’000 RMB’000
Cash and bank balances 3,566,552 1,740,963 1,427,077 754,067
Time deposits 185,525 189,463 134,525 163,933
3,752,077 1,930,426 1,561,602 918,000
Less: Pledged time deposits (a) (134,967) (138,463 (134,525) (133,933)
Cash and cash equivalents 3,617,110 1,791,963 1,427,077 784,067
Notes:
(a) At 31 December 2014, pledged deposits are for the following purposes:
Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
Bidding Chengren Expressway
BOT Project 11,436 11,144 11,436 11,144
Performance guarantee under
Suiguang-Suixi Expressways
BOT Project 10,939 10,639 10,939 10,639
Bank loans (nofe 30(a{ii)) 112,150 112,150 112,150 112,150
BT Projects - 4,530 - -
Others 442 = - —
Total 134,967 138,463 134,525 133,933
(b) At the end of the reporting period, cash and bank balances were denominated in the following currencies:
Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
RMB 3,712,433 1,930,370 1,561,515 917,944
Hong Kong dollars 87 56 87 56
United States dollars 39,557 = - =
3,752,077 1,930,426 1,561,602 918,000

The RMB is not freely convertible into other currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and Payment of Foreign Exchange Regulations,
the Group is permitted to exchange RMB for other currencies through banks authorised to conduct foreign

exchange business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Time deposits are made for
varying periods of between three months and six months, and earn interest at the respective deposit rates. The

bank balances and time deposits are deposited with creditworthy banks with no recent history of default.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

29. TRADE AND OTHER PAYABLES

Group Company
2014 2013 2014 2013
Notes RMB’000 RMB’000 RMB’000 RMB’000
Current portion:

Trade payables (a) 1,081,741 377,987 - -
Other payables (b) 1,996,129 1,968,117 633,348 773,901
Accruals () 109,147 75,607 102,693 75,413
Deferred income (d) 2,552 3,449 2,552 3,449
3,189,569 2,425,160 738,593 852,763

Non-current portion:
Deferred income (d) 82,220 13,969 80,580 13,969
3,271,789 2,439,129 819,173 866,732

Notes:

(a)

An aged analysis of the trade payables as at the end of the reporting period, based on the invoice date, is as

follows:

Group
2014 2013
RMB’000 RMB’000
Within 3 months 584,008 279,645
3 to 6 months 190,130 9,048
6 to 12 months 241,413 17,273
Over 1 year 66,190 72,021
1,081,741 377,987

The trade payables are non-interest-bearing and are normally settled within one to twelve months, except for
retention payables from construction projects of RMB89,607,000 (2013: RMB18,603,000) which are normally

settled within two years.
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29. TRADE AND OTHER PAYABLES (Continued)

Notes: (Continued)

(b) Other payables at the end of the reporting period mainly included the following balances:
Group Company

2014 2013 2014 2013

Notes RMB’000 RMB’000 RMB’000 RMB’000

Advances 30,410 22,836 11,162 60,831
Payroll and welfare

payables 58,424 66,042 20,680 29,385
Taxes and surcharge

payables 144,253 150,440 8,579 10,722

Progress billing

payables (i) 1,181,021 1,241,279 318,143 409,759

Retention payables (ii) 193,750 185,731 141,145 170,265

Deposits (ii) 250,202 131,755 35,096 19,986

Others 138,069 170,034 98,543 72,953

1,996,129 1,968,117 633,348 773,901

(i) Representing progress billing payables of RMB689,622,000 (2013: RMB929,026,000) in respect of
the construction of the Chengren Expressway BOT Project and Suiguang-Suixi Expressways BOT Project;

(ii) Retention payables and deposits of RMB314,352,000 (2013: RMB192,641,000) in respect of
the construction of the Chengren Expressway BOT Project and Suiguang-Suixi Expressways BOT
Project, including a performance guarantee deposit of approximately RMB121,438,000 (2013:
RMB11,526,000) received from subcontractors, bear interest at a rate of 0.35% (2013: 0.35%) per

annum.

(c) The balance as at 31 December 2014 consisted of interest accrued in respect of medium-term notes and
interest-bearing bank loans of RMB44,236,000 (2013: RMB31,467,000) and RMB64,911,000 (2013:

RMB44,140,000), respectively.

(d) Deferred income at the end of the reporting period mainly included the following items:
Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
Leasing income received
in advance 15,587 16,341 15,587 16,341
Management fee received in
advance for operation of
a bridge 50,000 = 50,000 =
Various deferred compensation
income received in advance 18,192 = 16,552 =
Miscellaneous 993 1,077 993 1,077
84,772 17,418 83,132 17,418

Deferred income of the Group and the Company to be released to profit or loss after twelve months from 31
December 2014 with respective amount of RMB82,200,000 (2013: RMB13,969,000) and RMB80,580,000
(2013: RMB13,969,000) has been recorded as non-current liabilities.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

29. TRADE AND OTHER PAYABLES (Continued)

Notes: (Continued)

(e) Amounts due to related parties included in trade and other payables as at the end of the reporting period,
which was on credit terms similar to those offered to their independent major suppliers of the Group, are as
follows:

Group

2014 2013
RMB’000 RMB’000

Fellow subsidiaries under common control of STI Group
— Trade payables 80,720 22,434
— Other payables 104,773 3,054
185,493 25,488

PetroChina and its fellow subsidiaries

— Trade payables 660 622
— Other payables 3,669 6,791
4,329 7,413
189,822 32,901

Except for the performance guarantee deposits and retention payables which have a longer repayment term of
approximately two years, other payables are non-interest-bearing and have an average term of three months.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

30. INTEREST-BEARING BANK AND OTHER LOANS

Group Company

2014 2013 2014 2013
Notes RMB’000 RMB’000 RMB’000 RMB’000

Bank loans:
Secured and guaranteed (a) 2,106,400 2,106,400 2,000,000 2,000,000
Secured (a) 7,912,536 5,219,012 4,656,436 4,911,012
Unsecured 1,243,000 1,159,000 1,123,000 959,000
Medium-term notes (b) 1,600,000 1,300,000 1,600,000 1,300,000
Other loans, unsecured (c) 152,092 105,001 4,545 20,454

13,014,028 9,889,413 9,383,981 9,190,466

Analysed into:

Bank loans repayable:

Within one year 1,995,730 1,188,000 1,875,730 680,000
In the second year 1,809,050 1,948,750 1,809,050 1,948,750
In the third to fifth years,

inclusive 1,860,551 2,427,125 1,394,151 2,427,125
Beyond five years 5,596,605 2,920,537 2,700,505 2,814,137

11,261,936 8,484,412 7,779,436 7,870,012

Medium-term notes

repayable:
In the third to fifth years,
inclusive 1,600,000 1,300,000 1,600,000 1,300,000
Other loans repayable:
Within one year 4,545 15,909 4,545 15,909
In the second year 84,547 4,545 - 4,545
In the third to fifth years,
inclusive 63,000 84,547 - =
152,092 105,001 4,545 20,454
Total bank and other loans 13,014,028 9,889,413 9,383,981 9,190,466
Portion classified as
current liabilities (2,000,275) (1,203,909) (1,880,275) (695,909)
Non-current portion 11,013,753 8,685,504 7,503,706 8,494,557

At the end of the reporting period, all interestbearing bank and other loans of the Group were
denominated in RMB.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

30. INTEREST-BEARING BANK AND OTHER LOANS (Continued)

(a)  Bank loans were secured and guaranteed by:
Group Company
2014 2013 2014 2013
Notes RMB’000 RMB’000 RMB’000 RMB’000

(Bank loans amount)

Secured by concession

rights of:

Chengbei Exit
Expressway - 48,000 - -
Chengle Expressway (i) 106,400 106,400 - -
Chengren Expressway 3,906,436 3,911,012 3,906,436 3,911,012
Chengya Expressway 750,000 1,000,000 750,000 1,000,000

Suiguang-Suixi
Expressways 3,256,100 - - -
13(a) 8,018,936 5,065,412 4,656,436 4,911,012
Secured by fime deposits (i) 2,000,000 2,000,000 2,000,000 2,000,000

Secured by trade
receivables - 260,000 - =

10,018,936 7,325,412 6,656,436 6,911,012

(i) The bank loans were also guaranteed by Sichuan Highway Development for nil
consideration (note 36(d)).

(i) As at 31 December 2014, time deposits of RMB112,150,000 (2013:
RMB112,150,000) were pledged to China Construction Bank Chengdu Xinhua
Branch to counter guarantee the Group’s bank loans of RMB2,000,000,000
(2013: RMB2,000,000,000) granted by China Construction Bank (Asia) and China
Construction Bank Tokyo Branch (note 28).

The bank loans bear interest at the respective fixed rates ranging from 5.00% to 6.55%
(2013: from 5.24% to 7.05%) per annum.
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30. INTEREST-BEARING BANK AND OTHER LOANS (Continued)

(b)

On 19 June 2012 and 19 November 2012, the Company issued medium-term notes
totalling RMB200 million and RMB500 million, respectively, to domestic institutional investors
participating in the PRC interbank debt market. The medium-term notes of RMB200 million
and RMB500 million were issued at par value of RMB100 per unit, at interest rates of 4.75%
and 5.57% per annum, and will be repaid on 18 June 2017 and 18 November 2017,

respectively.

In March 2013, the Company issued medium-term notes of RMB600 million to domestic
institutional investors participating in the PRC interbank debt market. The medium-term notes
were issued at a par value of RMB100 per unit, at an inferest rate of 5.23% per annum,
and will be repaid in March 2018.

In July 2014, the Company issued medium term notes of RMB300 million to domestic
institutional investors participating in the PRC interbank debt market. The medium-term notes
were issued at a par value of RMB100 per unit, at an interest rate of 6.30% per annum,
and will be repaid in July 2019.

Other loans consisted of (i) unsecured state loans of RMB4,545,000 (2013:
RMB20,454,000) bearing interest rates ranging from 4.44% to 5.00% (2013:
3.30% to 5.00%) per annum (note 36 (a)); and (i) an unsecured shareholder loan of
RMB147,547,000 (2013: RMB84,547,000) granted to the Group by a non-controlling
shareholder (note 36 (h)) bearing annual interest rates ranging from 6.00% to 6.51% (2013:
6.15%).

31. ISSUED CAPITAL

2014 2013
RMB’000 RMB’000
Issued and fully paid:
A Shares of 2,162,740,000 (2013: 2,162,740,000)
of RMB1.00 each 2,162,740 2,162,740
H Shares of 895,320,000 (2013: 895,320,000)
of RMB1.00 each 895,320 895,320
3,058,060 3,058,060
The H Shares have been issued and listed on the main board of the Hong Kong Stock Exchange

since October 1997 and the A Shares have been listed on the Shanghai Stock Exchange since July

2009.

All' A and H Shares rank pari passu with each other in terms of dividends and voting rights.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

32. RESERVES

Group

The amounts of the Group’s reserves and the movements therein for the current and prior years are
presented in the consolidated statement of changes in equity of the financial statements.

(a)

(b)

(c)

Statutory surplus reserve

In accordance with the Company Law of the PRC and the respective articles of association of
the Company, its subsidiaries and associates, the Company, its subsidiaries and associates
are required to allocate 10% of their profits after tax, as determined in accordance with PRC
GAAP applicable to the Company, its subsidiaries and associates, to the statutory surplus
reserve (the “SSR”) until this reserve reaches 50% of the registered capital of the Company,
its subsidiaries and associates. Subject to certain restrictions set out in the Company Law
of the PRC and the respective articles of association of the Company, its subsidiaries and
associates, part of the SSR may be converted to increase the share capital of the Company,
its subsidiaries and associates, provided that the remaining balance after the capitalisation is
not less than 25% of the registered capital.

Merger difference

The merger difference of the Group is resulted from the preparation of the Group's
consolidated financial statements. It represents the difference between the consideration paid
for the acquisition of Chengle Company, after netting off the nominal value of the issued
capital of Chengle Company attributable to the then owners of Chengle Company. Prior to
the acquisition of Chengle Company, the merger difference represents the nominal value of
the issued capital of Chengle Company attributable to the then owners of Chengle Company.

Safety fund reserve

Pursuant to the Notice regarding Safety Production Expenditure jointly issued by the Ministry
of Finance and the State Administration of Work Safety of the PRC, the Group is required
to establish for safety fund surplus reserve based on construction revenue recognised. The
safety fund can only be transferred to retained profits to offset safety related expenses as
and when they are incurred, including expenses related to safety protection facilities and
equipment improvement and maintenance as well as safety production inspection, appraisal,
consultation and training.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

32. RESERVES (Continued)

Company
Difference
arising
Available-  from the
for-sale acquisition
Share  Statutory investment  of non-
premium surplus  Retained revaluation controlling
account reserve profits reserve interests Total
RMB'000 RMB'000 RMB'000 RMB000 RMB000 RMB000
At 1 January 2013 2,654,601 2,506,716 2,100,510 11,945 (244,529) 7,029,243
Total comprehensive income for the year = = 942,931 3,646 = 939,285

Deemed disposal of available-

forsale investments - - - (162) - (162)
Transfer from/[to) reserves - 375,969 (375,969) - - -
Proposed final 2013 dividend (note 33) - — (244,645 - - (244,649)

At 31 December 2013 and 1 January 2014 2,654,601 2,882,685 2,422,827 8,137 (244,529] 7,723,721

Total comprehensive income for the year = = 916,562 20,324 = 936,886
Deemed disposal of available-

for-sale investments - = = (1) - (1)
Transfer from/[to) reserves - 367,756 (367,756) - - -
Proposed final 2014 dividend (note 33) - - (244,645 - - (244,649)
At 31 December 2014 2,654,601 3,250,441 2,726,988 28,450 (244,529) 8,415,951

According to the relevant regulations in the PRC, the amount of reserves available for distribution is
the lower of the amount determined under PRC GAAP and the amount determined under HK GAAP.

33. DIVIDEND

2014 2013
RMB’000 RMB’000

Proposed final — RMB0.080 (2013: RMB0.080)
per ordinary share 244,645 244,645

The proposed final dividend for the year is subject to the approval of the Company’s shareholders
at the forthcoming annual general meeting.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

34. OPERATING LEASE ARRANGEMENTS

(a) As lessor

The Group leases certain of its office buildings, land and service zones under operating
lease arrangements, with lease negotiated for terms ranging from 1 to 16 years. The term of
the leases generally also require the tenants to pay security deposits and provide for periodic
rent adjustments according to the then prevailing market conditions.

As at 31 December 2014, the Group had total future minimum lease receivables under
non-cancellable operating lease with its tenants falling due as follows:

Group
2014 2013
RMB’000 RMB’000
Within one year 2,552 3,449
In the second to fifth years, inclusive 3,725 3,725
After five years 9,310 10,244
15,587 17,418

(b) As lessee

The Group has entered into commercial leases on certain land and office buildings as it is
not in the best inferest of the Group to purchase these assets. These leases have an average
life of 1 to 22.5 years.

At 31 December 2014, the Group and the Company had total future minimum lease
payments under non-cancellable operating leases falling due as follows:

Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
Within one year 24,777 24,777 12,687 12,687
In the second to fifth years,
inclusive 55,309 76,536 26,660 39,347
After five years 151,274 168,700 88,866 97,753

231,360 270,013 128,213 149,787
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

35. COMMITMENTS

In addition to the operating lease commitments detailed in note 34 above, the Group and the
Company had the following commitments at the end of the reporting period:

Group Company
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000

Contracted, but not provided for 2,037,903 4,755,839 - —
Authorised, but not contracted for 4,118,256 4,774,176 204,105 208,998

6,156,159 9,530,015 204,105 208,998

Further details of the capital commitments of the Group and the Company as at 31 December 2014
are analysed as follows:

Group Company
2014 2013 2014 2013
RMB’000 RMB’‘000 RMB’000 RMB’000

In respect of:
Construction works to upgrade:

— the expressways 194,510 135,097 119,130 84,000
— properties along the
expressways 3,344 1,482 3,115 801
— gas stations along the
expressways 18,018 61,626 - —
Suiguang-Suixi Expressways
BOT Project 5,702,905 9,063,180 - —
Purchase of items of property,
plant and equipment 237,382 268,630 81,860 124,197

6,156,159 9,530,015 204,105 208,998
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

36. RELATED PARTY TRANSACTIONS

In addition to the transactions and balances detailed elsewhere in the financial statements, the
Group had the following transactions with related parties during the year:

(a)

(b)

(d)

(f)

(a)

In previous years, the Group obtained state loans amounting to RMB250,000,000 in
aggregate pursuant to the loan repayment agreements (the “Loan Repayment Agreements”)
entered into between the Company and Sichuan Highway Development. Both the Company
and Sichuan Highway Development are controlled by STI Group. The state loans were
originally made to the Sichuan Provincial Government through the Ministry of Finance
for infrastructure development of the Sichuan Province. For the purpose of financing the
construction of Chengya Expressway, Sichuan Highway Development had initially obtained
the state loans, and pursuant to the Loan Repayment Agreements, the state loans were
then transferred to the Group. During the year, the Group repaid part of the state loans
amounting toRMB15,909,000 (2013: RMB22,728,000). The state loans have been included
in other loans as set out in note 30 to the financial statements.

During the year, the aggregate service fee payable to Sichuan Zhineng Transportation
System Management Company Limited, a subsidiary of Sichuan Highway Development, in
relation to the provision of a computer system of the highway toll fee collection networks and
the supportive technological services to the Group amounted to RMB11,005,000 (2013:
RMB10,387,000).

During the year, the rental payable to Sichuan Highway Development for leasing out
certain part of its office buildings by Chengle Company amounted to RMB799,000 (2013:
RMB884,000). The directors consider that the office rental expenses paid by the Group to
Sichuan Highway Development as determined under the tenancy agreement are based on
the market rate for similar premises in similar location.

Guarantee of bank loans

At 31 December 2014, bank loans of Chengle Company aggregating RMB106,400,000
(2013: RMB106,400,000) were guaranteed by Sichuan Highway Development (note 30(a)(i))

for nil consideration.

During the year, the rental received from STI Group for leasing out a certain part of its
office buildings by the Company amounted to RMB2,442,000 (2013: RMB2,442,000). The
directors consider that the office rental income received by the Group from STI Group as
determined under the tenancy agreement are based on the market rate for similar premises
in a similar location.

During the year, TCC was engaged by fellow subsidiaries under common control of STI
Group to provide construction works including daily maintenance works and emergency or
rescue works of expressways and ancillary facilities. Construction revenue recognised by TCC
from providing these services amounted to RMB1,084,581,000 (2013: RMB126,520,000).

During the year, the Group purchased raw materials, machinery and electronic equipment
for various infrastructure construction projects from subsidiaries of the STI Group with an

aggregate amount of RMB90,154,000 (2013: RMB21,483,000).
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36. RELATED PARTY TRANSACTIONS (Continued)

(h)

(i

During the year, Renshou Landmark obtained interest-bearing loans from Sichuan Trading
Landmark Co., ltd. (“Trading Landmark”) with an aggregate amount of RMB63,000,000
(2013: RMB84,547,000) for its property development activities in the future. Trading
Landmark is ultimately controlled by STI Group. The amounts due to Trading Landmark have
a maturity period of three years, and bear interest ranging from 6.15% and 6.51% per
annum in the first year of utilisation. The interest rate in the subsequent years will be adjusted
by reference the prevailing market rate published by the People’s Bank of China.

During the year, the Group entered into four separate agreements with PetroChina (Sichuan
Oil Sales Branch), PetroChina (Southwest Sales Branch), PetroChina (Sichuan Sales Branch),
and China National Petroleum Corporation Transportation Co., Ltd. (Sichuan Branch),
regarding the purchase of heavy oil and fuel, asphalt, refined oil and transportation services.
PetroChina is a substantial non-controlling shareholder of a major subsidiary of the Group.
During the year, aggregate purchase costs in respect of goods and transportation services
amounted to RMB1,659,802,000 (2013: RMB1,494,677,000).

Compensation of key management personnel of the Group:

2014 2013
RMB’000 RMB’000
Fees 320 300
Other emoluments:

Salaries, allowances and benefits in kind 3,188 2,898
Pension scheme contributions 263 207
Supplementary pension scheme contributions 153 140
3,604 3,245

Total compensation paid to key
management personnel 3,924 3,545

Further details of directors’ emoluments are included in note 8 to the financial statements.

These transactions were carried out in accordance with the terms of agreements governing these
transactions.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL

INSTRUMENTS

The carrying amounts and fair values of the Group’s and the Company’s financial instruments, other
than those with carrying amounts that reasonably approximate to fair values due to short term to

maturity, are as follows:

Group
Carrying amounts Fair values
2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000
Financial assets
Pledged deposits,
non-current portion 55,700 112,150 55,700 112,150
Long-term compensation
receivables, non-current portion 57,230 61,649 57,230 61,649
Available-for-sale investments,
listed equity investments 81,467 44,467 81,467 44,467
194,397 218,266 194,397 218,266
Financial liabilities
Interest-bearing bank
and other loans,
non-current portion:
— Bank loans 9,266,206 7,296,412 8,465,528 6,616,196
— Medium-term notes 1,600,000 1,300,000 1,480,742 1,173,107
— Other loans 147,547 89,092 135,650 88,619
11,013,753 8,685,504 10,081,920 7,877,922
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37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Continued)

Company

Carrying amounts Fair values

2014 2013 2014 2013
RMB’000 RMB’000 RMB’000 RMB’000

Financial assets

Pledged deposits, non-current portion 55,700 112,150 55,700 112,150

Due from subsidiaries,

non-current portion 2,364,865 3,494,865 2,364,865 3,494,865

Available-for-sale investments,

listed equity investments 52,559 28,688 52,559 28,688

2,473,124 3,635,703 2,473,124 3,635,703

Financial liabilities
Interest-bearing bank and other loans,
non-current portion

— Bank loans 5,903,706 7,190,012 5,272,585 6,522,294
— Medium-term notes 1,600,000 1,300,000 1,480,742 1,173,107
— Other loans - 4,545 - 4,072

7,503,706 8,494,557 6,753,327 7,699,473

Management has assessed that the fair values of cash and cash equivalents, the current portion
of pledged deposits, trade receivables, trade payables, financial assets included in prepayments,
deposits and other receivables, financial liabilities included in other payables and accruals and
amounts due from subsidiaries (current portion) approximate to their carrying amounts largely due

to the short term maturities of these instruments.

The fair values of the financial assets and liabilities are included at the amount at which the
instrument could be exchanged in a current transaction between willing parties, other than in a

forced or liquidation sale.

The following methods and assumptions were used to estimate the fair values:

The fair values of the non-current portion of the Group’s long term compensation receivable and
interest-bearing bank and other loans and the Company’s amounts due from subsidiaries have
been calculated by discounting the expected future cash flows using rates currently available for
instruments with similar terms, credit risk and remaining maturities, adjusted by the Group’s or the

subsidiaries’ own non-performance risk where appropriate.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Continued)

The fair values of listed equity investments are based on quoted market prices.

Fair value hierarchy

Assets measured at fair value:
Group

Fair value measurement using

Quoted prices Significant Significant

in active  observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

As at 31 December 2014

Financial assets

Availablefor-sale investments,
listed equity investments 81,467 - - 81,467

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
As at 31 December 2013
Financial assets
Availablefor-sale investments,
listed equity investments 44,467 - - 44,467
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Continued)

Fair value hierarchy (Continved)

Assets measured at fair value: (Continued)

Company

Fair value measurement using

Quoted prices Significant Significant

in active  observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

As at 31 December 2014
Financial assets

Availablefor-sale investments,
listed equity investments 52,559 - - 52,559

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) [Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
As at 31 December 2013
Financial assets
Available-for-sale investments,
listed equity investments 28,688 - - 28,688

During the year, there were no transfers of fair value measurements between Level 1 and Level 2
and no transfers into or out of Level 3 for both financial assets and financial liabilities (2013: Nil).
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Continued)

Fair value hierarchy (Continuved)

Assets for which fair values are disclosed:
Group

Fair value measurement using

Quoted prices Significant Significant

in active  observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

As at 31 December 2014

Financial assets

Pledged deposits, non-current portion - 55,700 - 55,700

Long-term compensation receivables,
non-current portion - - 57,230 57,230
- 55,700 57,230 112,930

Fair value measurement using

Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level T) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
As at 31 December 2013
Financial assets
Pledged deposits, non-current portion - 112,150 - 112,150
Long-term compensation receivables,
non-current portion — - 44,467 44,467
- 112,150 44,467 156,617
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37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Continued)

Fair value hierarchy (Continved)

Assets for which fair values are disclosed: (Continued)

Company

Fair value measurement using

Quoted prices Significant Significant
in active  observable unobservable
markets inputs inputs
(Level 1) [Level 2) (Level 3) Total
RMB’000 RMB’000 RMB'000 RMB’000
As at 31 December 2014
Financial assets
Pledged deposits, non-current portion - 55,700 - 55,700
Due from subsidiaries,
non-current portion - - 2,364,865 2,364,865
- 55,700 2,364,865 2,420,565
Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB'000
As at 31 December 2013
Financial assets
Pledged deposits, non-current portion - 112,150 - 112,150
Due from subsidiaries,
non-current portion = = 3,494,865 3,494,865
- 112,150 3,494,865 3,607,015
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

37. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL
INSTRUMENTS (Continued)

Fair value hierarchy (Continuved)

Liabilities for which fair valves are disclosed:

Group

Fair value measurement using

Quoted prices Significant  Significant

in active observable unobservable
markets inputs inputs Total

(Level 1) (Level 2 (Level 3)
RMB’000 RMB’000 RMB’000 RMB’000

As at 31 December 2014

Financial liabilities
Inferest-bearing bank and other loans - - 10,081,920 10,081,920

As at 31 December 2013

Financial liabilities
Interest-bearing bank and other loans = = 7,877,922 7,877,922

Company

Fair value measurement using

Quoted prices Significant  Significant

in active observable unobservable
markets inputs inputs Total

(Level 1) (Level 2 (Level 3)
RMB’000 RMB’000 RMB’000 RMB’000

As at 31 December 2014

Financial liabilities
Interest-bearing bank and other loans - - 6,753,327 6,753,327

As at 31 December 2013

Financial liabilities
Interest-bearing bank and other loans = = 7,699,473 7,699,473
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise interest-bearing bank and other loans, and
cash and short term deposits. The main purpose of these financial instruments is to raise finance
for the Group's operations. It is the Group's policy that no trading in financial instruments shall be

undertaken.

Risk management is carried out by the finance department which is led by the Group’s executive
directors. The main risks arising from the Group’s financial instruments are interest rate risk, liquidity
risk and credit risk. The Board reviews and agrees policies for managing each of these risks and

they are summarised below.

Interest rate risk

The interest rates and terms of repayment of interest-bearing bank and other loans are disclosed in
note 30. The Group does not have any significant exposure to the risk of changes in market interest
rates as the Group does not have any long term receivables and loans which are subject to floating

interest rate.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool
considers the maturity of both its financial instruments and financial assets and projected cash flows

from operations.

The Group's objective is to maintain a balance between continuity of funding and flexibility through

the use of interest-bearing bank and other loans.

With regard to 2014 and thereafter, the liquidity of the Group is primarily dependent on its ability

to maintain adequate cash flows from operations to meet its debt obligations as they fall due.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

Liquidity risk (Continued)

The maturity profile of the Group’s financial liabilities as at the end of the reporting period, based
on the contractual undiscounted payments, is as follows:

Group
2014
Less than 3to 12 1to5 Over
On demand 3 months months years 5 years Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Interest-bearing bank

and other loans - 446,122 2,247,468 7,265,099 7,113,849 17,072,538
Trade and other
payables 1,177,540 1,144,083 152,907 372,806 - 2,847,336

1,177,540 1,590,205 2,400,375 7,637,905 7,113,849 19,919,874

2013
Less than 3012 1tob Over
On demand 3 months months years 5 years Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Interest-bearing bank
and other loans

Trade and other
payables 788,373 1,019,333 3,691 315,273

622,199 1,159,963 7,057,975 3,851,629 12,691,766

2,126,670

788,373 1,641,532 1,163,654 7,373,248 3,851,629 14,818,436

Annual Report 2014  Sichuan Expressway Company Limited 185



31 December 2014

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

Liquidity risk (Continued)

The maturity profile of the Company’s financial liabilities as at the end of the reporting period,
based on the contractual undiscounted payments, is as follows:

Company
2014
Less than 3to 12 1to5 Over
On demand 3 months months years 5 years Total

RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000

Interestbearing bank

and other loans - 389,892 1,957,545 5,863,733 3,559,949 11,771,119
Other payables 408,429 2,343 10,809 173,897 - 595,478
Due fo subsidiaries 128,807 - - - - 128,807

537,236 392,235 1,968,354 6,037,630 3,559,949 12,495,404

2013
Less than 31012 Ttod Over
On demand 3 months months years 5 years Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Interest-bearing bank

and other loans - 476,466 777,820 6,937,921 3,736,221 11,928,428
Other payables 320,667 75,413 3,691 342,919 = 742,690
Due to subsidiaries 128,465 = = = 128,465

449,132 551,879 781,511 7,280,840 3,736,221 12,799,583
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

Credit risk

The long-term compensation receivables from XDG do not expose the Group to any additional credit
risk as the credit risk associated has been factored in the imputed interest rate used for discounting
the value of the compensation receivables in future to their carrying amount. As the Group’s major
customers in the construction contracts segment are PRC government agencies and other state-owned
enterprises, the Group believes that they are reliable and of high credit quality and hence, there is
no significant credit risk with these customers. The credit risk of the Group's other financial assets,
which comprise cash and bank balances, available-for-sale financial assets and other receivables,
arises from default of the counterparty, with a maximum exposure equal to the carrying amounts of
these instruments.

Capital management

The primary objective of the Group’s capital management is to ensure that it maintains a strong
credit rating and healthy capital ratios in order to support its business and maximise shareholders’
value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue new shares. No changes were made in the
objectives, policies or processes for managing capital during the years ended 31 December 2014
and 31 December 2013.

The Group monitors capital using a gearing ratio, which is the Group's total liabilities over its total
assets. The Group’s policy is to keep the gearing ratio at a healthy capital level in order to support

its businesses. The Group’s gearing ratio as at 31 December 2014 was 57.06% (2013: 51.93%).

Foreign currency risk

The Group's businesses are located in the PRC and all transactions are conducted in RMB. Most
of the Group’s assets and liabilities are denominated in RMB, except for certain items of cash and
cash equivalents that are denominated in HK$ and US$.

The Group does not consider that it has any significant exposure to the risk of fluctuation in the

exchange rate between US$ and RMB as a reasonable possible change of 5% in RMB against US$
would have no significant financial impact to the Group's profit.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

39. EVENT AFTER THE REPORTING PERIOD

Pursuant to the special resolution passed at the extraordinary general meeting of the Company held
on 5 February 2015, the shareholders approved the issuance of unsecured corporate bonds by the
Company during the period from the date of approval by the shareholders till 24 months after the
date of approval by the China Securities Regulatory Commission (the “CSRC”) on the issue of the
corporate bonds, with principal not exceeding RMB1,500,000,000. The corporate bonds will be
issued at par value, in single or multiple tranches upon the approval by the CSRC and may have
single or multiple maturity periods of no more than five years. Further details are contained in the
Company’s announcement dated 5 February 2015.

40. COMPARATIVE AMOUNTS

Certain comparative amounts have been reclassified to conform with current year’s presentation.

41. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the Board on 26 March 2015.
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