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About Us

Shenzhen Investment Holdings Bay Area Development
Company Limited (the “Company”, formerly known as
Hopewell Highway Infrastructure Limited) was incorporated
in the Cayman Islands with limited liability and listed on The
Stock Exchange of Hong Kong Limited since 6 August 2003
with stock codes 737 (HKD counter) and 80737 (RMB
counter). The ultimate parent company of the Company is

Shenzhen Investment Holdings Company Limited.

The Company is principally engaged in expressway business
and adopts development strategies focusing on the
infrastructure and correlated business as well as land
development and utilisation along the GS Superhighway
within the Guangdong-Hong Kong-Macao Greater Bay Area.
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Business Review

Overall Business Performance

In the first half of 2021, the aggregate average daily toll revenue of the GS Superhighway and the GZ
West Superhighway increased significantly by 103% YoY to RMB11.37 million and the total toll
revenue amounted to RMB2.06 billion. The significant increase in toll revenue was mainly due to the
fact that toll free policies introduced by the PRC government in light of the COVID-19 pandemic last
year, which included the policy of waiver of tolls on toll roads nationwide for 79 days in total from
17 February 2020 to 5 May 2020 and the Holiday Toll-free Policy for small passenger vehicles with 7
seats or less during the Lunar New Year holiday in 2020, extending from the original 7 days to 16
days, resulting in a low comparison base as compared to normal toll fees collection during the
corresponding period in 2021. The average daily toll revenue and average daily full-length equivalent
traffic of the GS Superhighway grew 101% and 98% YoY to RMB7.74 million and 89,000 vehicles
respectively; the average daily toll revenue and average daily full-length equivalent traffic of the GZ
West Superhighway grew 106% and 89% YoY to RMB3.64 million and 51,000 vehicles respectively.

During the period under review, in order to prevent the spread of COVID-19 pandemic due to the
flow of people, the PRC government encouraged people to stay local during the Lunar New Year
holiday, which led to a lower traffic flow in the GS Superhighway and the GZ West Superhighway
during the Spring Festival travel rush this year than its pre-pandemic level. Besides, Guangdong
province saw a rebound of COVID-19 cases since late May 2021, with local confirmed cases reported
in Guangzhou, Foshan, Dongguan and Shenzhen. In an effort to mitigate the risk of spreading
COVID-19 pandemic, the governments tightened the preventive and control measures again and
imposed restrictions on cross-region movement and intra-city travel, resulting in the decrease in traffic
flow and toll revenue of the GS Superhighway and the GZ West Superhighway.

During the period under review, the Group’s shared aggregate net toll revenue was RMB931 million,

up 102% YoY. Contributions from the GS Superhighway and the GZ West Superhighway were 66%
and 34% respectively.
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Business Review

Year First half of 2020  First half of 2021 % Change
At )V level

GS Superhighway

Average daily toll revenue? (RMB "000) 3,847 7,735 +101%
Average daily full-length equivalent traffic*

(No. of vehicles "000) 45 89 +98%
GZ West Superhighway

Average daily toll revenue? (RMB "000) 1,762 3,636 +106%
Average daily full-length equivalent traffic*

(No. of vehicles "000) 27 51 +89%
# Including tax

* Average daily full-length equivalent traffic is defined as the total distance travelled by all vehicles on the expressway

divided by the full length of the expressway and the total number of days in the period under review. It can better
reflect road usage as it takes into account total travelling distance by all vehicles on the expressway and is a standard
operational statistic used throughout the industry

Operating Environment

Domestic and External Economic Situation

Being benefited from the accommodative monetary policies and the stimulation of fiscal policies
across the world, major economies have continued to recover in the first half of 2021. However, the
global economic prospect and a broad-based recovery of the world economy is clouded by the
central banks’ recent indication of monetary policy changes, the debate ramps up by the Federal
Reserve over tapering large scale asset purchases, intensified political and economic competition
among nations, as well as the threats imposed by variants of COVID-19. In spite of that, Mainland
China’s economy continued to expand. Driven by the rapid growth of industrial production, robust
growth of imports and exports, as well as the stable recovery of the consumption market, Mainland
China and Guangdong province delivered strong economic growth in the first half of the year.
Mainland China’s GDP grew by 12.7% in the first half of 2021, while that of Guangdong province
increased by 13.0%, which outperformed other major economies in the world. Under the
circumstance that domestic circulation to dominant and domestic and international dual-circulation
reinforcing each other, the consumption-led economic development is becoming more significant
and strong foreign trade performance also fuels the economic growth of Mainland China. The needs
for transportation also increase at the same time, which provides support for the stable development
in expressway industry. The GS Superhighway and GZ West Superhighway of the Group, linking core
cities across the Guangdong province, will continue to play a crucial role in supporting the economic
development and promoting regional linkages, and benefit from the favourable economic
environment simultaneously. Nevertheless, the situation of COVID-19 pandemic remains unstable
with the emergence of variants of COVID-19, causing uncertainties in the performance of the
economy and expressway business.
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Business Review

Development of the Bay Area
The construction of the Bay Area is a major national development strategy. Its regional development
is driven by four core cities, namely Hong Kong, Macao, Guangzhou and Shenzhen and is also

composed of important hub cities such as Zhuhai, Foshan, Huizhou, Dongguan, Zhongshan,

Jiangmen and Zhaoqing, with a total area of approximately 56,000 square kilometres and a total
population of more than 86 million at the end of 2020. In 2020, the GDP of the area exceeded
RMB11 trillion, which most of the cities maintained growth despite the influence of the COVID-19
pandemic and accounted for approximately 12% of Mainland China’s GDP. It is one of the most
active regions in the PRC in terms of economy with remarkable regional advantages and great

development potential.

Guangdong-Hong Kong-Macao Greater Bay Area*

*
AN

#

2020 GDP (RMB in billion)

2,501.9 Guangzhou Dongguan 965.0

Zha(zqing (+2.7%) ° . +1.1%) ® Huizhou 422.2
231.2 ° +1.5%)
+3.0%) Foshan

1,081.6 [ GS Superhighway |
(+1.6%)
| GZ West Superhighway |
320.1 ° Shenzhen 2,767.0

(+2.2%) Jiangmen . 43.19)
375 o Zhongshan H(.)n2g4l(1(;n§/\
1.5%, ,410.
M Zhuhai/./ HZM -6.1%)
348.2 MaC:I()Brldge
+3.0%) 167.9*
(-56.3%)

Include HKSAR, Macao SAR, Guangzhou, Shenzhen, Zhuhai, Dongguan, Huizhou, Zhongshan, Foshan, Zhaoging and Jiangmen
Calculated based on the average exchange rate of RMB1 to HKD1.1248 in 2020 (Census and Statistics Department, HKSAR)
Calculated based on the average exchange rate of RMB1 to MOP1.157507 in 2020 (Statistics and Census Service, Macao SAR)

Source:  Statistics Bureau of Guangdong Province, Census and Statistics Department, HKSAR, Statistics and Census Service, Macao SAR
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Business Review

The construction plan for the Bay Area has also been incorporated in the “14th Five-Year Plan” of the
PRC and Guangdong province. The “Outline of the 14th Five-Year Plan for National Economic and
Social Development of the People’s Republic of China and the Long-Range Objectives Through the
Year 2035” announced in March this year included sections regarding actively and steadily taking
forward the development of the Bay Area, which outlined strategies to strengthen the coordinated
development of industries, academia and research institutes in Guangdong, Hong Kong and Macao,
to improve the “Two Corridors and Two Poles” framework system which comprises the Guangzhou-
Shenzhen-Hong Kong, Guangzhou-Zhuhai-Macao Innovation and Technology Corridors and the
Shenzhen-Hong Kong Loop, Guangdong-Macao-Hengqin Innovation and Technology Poles, to
promote the setting up of an integrated national science centre, to facilitate the cross-boundary
exchange of innovative elements, and to deepen the customs clearance reforms so as to facilitate
effective and convenient flow of people, goods and vehicles. In addition, the “Outline of the 14th
Five-Year Plan for National Economic and Social Development of Guangdong Province and the Long-
Range Objectives Through the Year 2035” announced in April this year specified the role of the Bay
Area as the main platform to promote Guangdong province as the driving force for the high-quality
development of national economy. Participating in the domestic circulation as well as the domestic
and international dual-circulation, and establishing strategic anchors for new development layout,
provides strong support for the overall construction of socialist modernisation. In terms of optimising
the spatial layout in urbanisation, it is proposed to accelerate the construction of a world-class city
cluster and modern metropolitan areas, and to expand five metropolitan areas including Guangzhou,
Shenzhen and west coasts of the Pearl River, with a view to giving full play of the role of core cities in
fostering development of peripheral regions and boosting the regional economy. The GS
Superhighway and the GZ West Superhighway are the main corridors in the east and west coasts of
the Bay Area, the operating performance of the Group’s expressways will be strongly underpinned by
the comprehensive long-term development plan for the Bay Area, laying a solid foundation for the
stable development of the Group’s business over the long term.
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Business Review

Latest Updates on Industry Policies

Differentiated tariff for expressway

According to the “Plan on Implementing Differentiated Tariff for Expressway Nationwide” jointly
promulgated by the Ministry of Transport of the PRC, the National Development and Reform
Commission and the Ministry of Finance of the PRC in June 2021, a differentiated tariff scheme shall
be adopted for expressway nationwide, with the aim of improving the efficiency of expressway
network on an ongoing basis, while reducing the costs of travelling on expressways, and promoting
the realisation of cost reduction and efficiency enhancement for the logistics industry. A suitable
differentiated tariff scheme for expressway shall be carried out based on road sections, vehicle types,
time period, entrances and exits, directions or payment methods. The detailed plans and
implementation arrangements of Guangdong province will be published in due course, and the
Group will pay close attention to such plans and assess its impacts.

Supportive policies for vehicle sales in Mainland China

With the aim of boosting the vehicle consumption and facilitating the promotion of new energy
vehicles usage in rural areas, the Ministry of Industry and Information Technology, the Ministry of
Agriculture and Rural Affairs, the Ministry of Commerce and the National Energy Administration
jointly organised a new round of promotion activities of new energy vehicles in rural areas in March
2021. In the same month, the Development and Reform Commission of Shenzhen Municipality
published the “Work Plan for the Promotion and Application of New Energy Vehicles in Shenzhen
(2021-2025)", setting out a target that the new energy vehicles will be accounted of approximately
60% of the newly registered vehicles in Shenzhen during the period of “14th Five-Year Plan” and the
number of new energy vehicles in Shenzhen will reach approximately 1 million units in 2025. On the
other hand, in April 2021, Guangzhou Municipal Transportation Bureau published the “Notice
Regarding Increasing the Incremental License Plate Quota for Medium and Small Passenger Vehicles
in 2021”, according to which, another 30,000 license plates quota will be added in 2021, on top of
the exiting 120,000 licence plates quota for each year. Under such policies that promoting new
energy vehicles and easing the limits on licence plate quota, the overall car ownership will be further
grew, which is favourable to the expressway industry. As reflected in the data of vehicle sales, the
sales of vehicles in the Mainland China amounted to approximately 12.89 million units in the first
half of 2021, representing a YoY increase of 26%. The overall growth momentum remained relatively
strong, in which the sales of new energy vehicles continued to rocket upward, recording a sales
volume of 1.2 million units for the first half of 2021, the same level as that of the entire year of 2019.
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Business Review

GS Superhighway

The GS Superhighway is a main expressway connecting the three major cities — Guangzhou,
Dongguan and Shenzhen on the eastern bank of Bay Area to Hong Kong. The economy of cities along
the expressway maintained solid growth, the GDP of Guangzhou, Dongguan and Shenzhen rose
13.7%, 12.0% and 9.7% YoY respectively in the first half of 2021, underpinning the operation
performance of the GS Superhighway. In the first half of 2021, the average daily toll revenue and
average daily full-length equivalent traffic of the GS Superhighway grew by 101% and 98% YoY to
RMB7.74 million and 89,000 vehicles respectively. lts total toll revenue for the period amounted to
RMB1,400 million. The significant YoY increase in toll revenue and traffic volume was mainly due to
the implementation of the policy of waiver of tolls from 17 February 2020 to 5 May 2020 pursuant to
the notice from the Ministry of Transport of the PRC, and the Holiday Toll-free Policy for small
passenger vehicles with 7 seats or less during the Lunar New Year holiday in 2020, which was
extended from 7 days to 16 days, resulting in a low comparison base as compared to normal toll fees
collection during the corresponding period of 2021. Toll revenue and traffic volume contributed by
passenger vehicles accounts for 69.8% and 80.9% of the toll revenue and full-length equivalent traffic
of the GS Superhighway respectively. The amount of tolls collected and traffic volume of vehicles
using ETC payment cards accounted for approximately 65% and 66% of the toll revenue and traffic
volume of the GS Superhighway respectively.

Average Daily
Average Daily Toll Revenue?® Full-Length Equwalent Traffic Total Toll Revenue in 6 months*

(RMB thousand) (No. of vehicles in thousand) (RMB million)
7,735 89
3,847 45 1,400
. -
TH 2020 TH 2021 1H 2020 1H 2021 1H 2020 TH 2021
Average Daily Toll Revenue Average DaIIK Full-Length Equivalent
Breakdown by Vehicle Type Traffic Breakdown by Vehicle Type
17.4% 19.1%
30.5% 30.2% Trucks (8k vehicloes) (17k vehicles) Trucks
(RMB1,175k) (RMB2,338k)

m Passenger Vehicles m Passenger Vehicles

82.6%

(37k vehicles)

80.9%

69.8%

72k vehicles

(RMB5,397k)

1H 2020 1H 2021 1H 2020 1H 2021

# Including tax
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Business Review

Guangdong province saw a rebound of COVID-19 cases since late May 2021, with local confirmed
cases reported in cities along the GS Superhighway in Guangzhou, Dongguan and Shenzhen. In light
of this situation, the governments tightened the preventive and control measures again and imposed
restrictions on cross-region movement and intra-city travel, exerting a temporary impact on the toll
revenue and traffic flow of the GS Superhighway.

The Shenzhen section Phase | and Dongguan section of Shenzhen Outer Ring Expressway officially
opened to traffic at the end of 2020. It is connected to the Guangshen Coastal Expressway in the west
and the Huiyan Expressway in the east, and is another east-west expressway located north of Jihe
Expressway. Shenzhen Outer Ring Expressway is connected to the Guangshen Coastal Expressway,
GS Superhighway, Nanguang Expressway, Longda Expressway and Meiguan Expressway. As the
Songgang interchange connecting with the GS Superhighway has not yet been opened, vehicles
travelling to the Shenzhen Outer Ring Expressway cannot access to the GS Superhighway at the
moment, which has caused diversion impact on the GS Superhighway.

Phase Il of the Nanping Highway was open to traffic in July 2021, marking the realisation of full
operation of the Nanping Highway. The Nanping Highway is a highway running east-west through
the northern part of Nanshan District and linking the Qianhai sub-district. Vehicles can travel to and
from the Guangshen Coastal Expressway through roads in the Qianhai sub-district, which may have
diversion impacts on the GS Superhighway. Due to the short opening period, the impact is still
subject to further observation.

According to the information published by the relevant authorities of the Shenzhen Municipal
Government, the Huanggang Port in Shenzhen next to the Huanggang entry and exit point of the GS
Superhighway has been demolished for reconstruction. The new passenger clearance building of
Huanggang Port is expected to be completed by the end of 2023, which is positioned as a traveler-
only checkpoint under the “co-location arrangement”, where the cargo inspection function will be
cancelled, and will be developed into a super port and integrated transportation hub that radiates the
Bay Area and engages globally. The increased passenger clearance capacity at the new port has a
positive effect on passenger vehicles travelling to the port through the GS Superhighway. Yet given
the cancellation of cargo inspection function, cross-border freight vehicles will no longer require to
travel to the port through the GS Superhighway, the Group will closely monitor the specific
arrangements in the future and assess the impact on the GS Superhighway.
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Business Review

Expansion of GS Superhighway

During the period under review, the expansion of the GS Superhighway continues to advance as
planned. The feasibility report of the expansion work is currently subject to further revision pursuant
to the comments received from the preliminary review by relevant government departments and
subsequent to the revisions, the stage to submit application for work approval will be entered. On the
other hand, the survey and design work has been carried out simultaneously to shorten the time for
preparatory work and accelerate the project progress in order to strive to officially commence the
expansion work in 2022. According to the preliminary feasibility report of the expansion work, the
expansion of the GS Superhighway involves 118.2km, from its current 6 lanes in dual directions to
8-12 lanes at different sections, with a preliminary estimated cost of RMB47.1 billion, yet the final
construction scale and estimated cost is pending to the official approval by relevant government
departments and is to be determined.

Potential Land Development and Utilisation of GS Superhighway

Studies on the planning of land along the GS Superhighway has combined with the feasibility study
on the expansion work of the GS Superhighway in order to promote the planning scheme of the
integration of certain interchange transformations and development and utilisation of land
simultaneously. The aim is to integrate the expansion with development and utilisation of land, and
seek a win-win solution that is in line with the land planning of the local government. Recently, the
Company and Guangdong Highway Construction have been focusing on the feasibility of the
development and utilisation of lands in Luogang Interchange, Daojiao Interchange, Dongguan
Interchange and Tongle Plot, and have further communicated with the relevant government
authorities on the planning scheme.

The Guangzhou Xintang project is a demonstration pilot project for traffic transformation and land
space composite utilisation of expressways in Guangdong Province. Luogang Interchange which is
also located in Guangzhou would reference to the development model of the Xintang project. After
the change of land use is implemented by the local government, Luogang Interchange would
reconstruct and vacate partial land plots for development, the GS JV shall return the vacated land
plots to the government and receive compensation in accordance with the relevant laws and
regulations. The Company will then establish a joint venture with Guangdong Highway Construction
pursuant to the terms of a memorandum of collaboration entered into in 2019, and participate in the
bidding for land use rights after the resumed land plot is put up for auction by the local government.
However, the development and utilisation of land is subject to procedures for the change of land use
and the obtaining of land use rights for future development according to relevant urban planning and
regulations, which remain uncertain at the current stage.
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GZ West Superhighway

The GZ West Superhighway is the expressway artery between the city centres of Guangzhou and
Zhuhai, and offers access to the HZM Bridge. The economy of cities along the expressway maintained
solid growth, the GDP of Guangzhou, Foshan, Zhongshan and Zhuhai rose 13.7%, 17.3%, 16.4%
and 12.9% YoY respectively in the first half of 2021, underpinning the stable operation performance
of the GZ West Superhighway. In the first half of 2021, the average daily toll revenue and average
daily full-length equivalent traffic of the GZ West Superhighway grew by 106% and 89% YoY to
RMB3.64 million and 51,000 vehicles respectively. Its total toll revenue for the period amounted to
RMB658 million. The significant YoY increase in toll revenue and traffic volume was mainly due to
the implementation of the policy of waiver of tolls from 17 February 2020 to 5 May 2020 pursuant to
the notice from the Ministry of Transport of the PRC, and the Holiday Toll-free Policy for small
passenger vehicles with 7 seats or less during the Lunar New Year holiday in 2020, which was
extended from 7 days to 16 days, resulting in a low comparison base as compared to normal toll fees
collection during the corresponding period of 2021. Toll revenue and traffic volume contributed by
passenger vehicles accounts for 67.3% and 78.4% of the toll revenue and full-length equivalent traffic
of the GZ West Superhighway respectively. The amount of tolls collected and traffic volume of
vehicles using ETC payment cards accounted for approximately 65% and 66% of the toll revenue and
traffic volume of the GZ West Superhighway respectively.

. # Average Daily . ¢
Average Daily Toll Revenue Full-Length Equivalent Traffic Total Toll Revenue in 6 months
)

(RMB thousand (No. of vehicles in thousand) (RMB million)
3,636 51
1,762 27 658
. B
TH 2020 1H 2021 1H 2020 1H 2021 1H 2020 TH 2021
Average Daily Toll Revenue Average Daily Full-Length Equivalent
Breakdown by Vehicle Type Traffic Breakdown by Vehicle Type
19.7% 21.6%
32.9% 32.7% Trucks (5k vehicles) (11k vehicles) Trucks
(RMB579k) (RMB1,188k)

H Passenger Vehicles m Passenger Vehicles

67.1%
(RMB1,183k)

1H 2020 1H 2021 1H 2020 1H 2021

# Including tax
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Business Review

Guangdong province saw a rebound of COVID-19 cases since late May 2021, with local confirmed
cases reported in cities along the GZ West Superhighway in Guangzhou and Foshan. In light of this
situation, the governments tightened the preventive and control measures again and imposed
restrictions on cross-region movement and intra-city travel, exerting a temporary impact on the toll
revenue and traffic flow of the GZ West Superhighway.

The Huangpu Express Line was fully opened at the end of December 2020. By connecting with
Ronggui Outer Ring Road and Bigui Road, another local road connecting Shunde and Zhongshan was
formed. As it runs mostly parallel to the Ronggui toll station and Zhongshan West toll station section
of the GZ West Superhighway, it has caused slight diversion impact on the GZ West Superhighway.
On the other hand, the third phase of the Guangzhou-Zhongshan-Jiangmen Expressway commenced
operation at the end of December 2020, connecting the second phase of the Guangzhou-Zhongshan-
Jiangmen Expressway in the west and the Dongxin Expressway in the east. Of which, Dongfeng and
Nantou North (which interconnected with Nantou interchange of the GZ West Superhighway) section
has not yet been opened, thus there is no diversion impact on the GZ West Superhighway currently.

To comply with Foshan government’s plan on development of Sanlongwan area, the Shizhou toll
station on the GZ West Superhighway was closed from mid-August 2020 to carry out toll station
transformation works in order to improve the capacity of the toll station and landscape. The station
was re-opened on 1 January 2021 and was officially renamed as Sanlongwan toll station. According
to the “Overall Development Plan for Foshan Sanlongwan High-End Innovation Cluster (2020-2035)”,
Sanlongwan sub-district includes Chan Cheng district, Nanhai district, Shunde district in Foshan, with
planned areas of 130 square kilometres. Serving as the core channel of Foshan to drive forward the
construction of the Bay Area, and the key innovation platform for the construction of an international
science and innovation center in the Bay Area, Sanlongwan sub-district strives to achieve regional
GDP target of RMB80 billion in 2025 and RMB200 billion in 2035. There are 12 key industrial
projects in the near term, which include International Intelligent-innovation Park, Da-Jiang
Innovations Technology Research and Development and Production Base in Shunde, Midea-KUKA
Intelligent Science and Technology Park and New Material Research Institute of Tsinghua. Such plan
will be conductive to global high-end innovation cluster in Foshan. Building an advanced
manufacturing system to realise independence and controllability plays an important role in
establishing an advanced manufacturing base with competitiveness at the international level in the
Bay Area. Under the comprehensive plan, the movement of people and logistics in the Sanlongwan
sub-district will achieve a continuous growth, which has a positive impact on the operation
performance of the GZ West Superhighway over the long term.
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Grand Park City

The Xintang interchange residential project has been named as the Grand Park City, with a total gross
floor area of approximately 600,000 square metres. The construction will be carried out in three
phases and the pre-sale of a portion of the residential units in the first phase has commenced in May
2021, with the annual sales target comprising a gross floor area of approximately 70,000 square
metres. As of 30 June 2021, the contracted sales amounted to approximately RMB370 million with
contracted gross floor area amounted to approximately 13,000 square metres, representing the
average sales price of RMB28,000 per square metre. Those units will be delivered to buyers in 2023
the earliest, and relevant revenue will be recognised accordingly. The construction of residential units
and the interchange transformation works have been smoothly proceeded as scheduled so far.

Location of Grand Park City

(Gu:angzho:u’ © | Grand Park City Demonstration Diagram of Grand Park City
Ring Road

GS Superhighway

GZ West
Superhighway

HZM Bridge

Western Coastal
Expressway
Branch Line

Zhuhai 77
Link Road
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The Group’s unaudited interim results for the six months ended 30 June 2021 were as follows:

Six months ended 30 June
2020 2021
Depreciation Depreciation
and Interest and  Interest

RMB million Revenue  EBITDA  amortisation  and tax Results ~ Revenue  EBITDA amortisaton  and tax Results
Group's share project contributions:

Toll expressway projects

— GS Superhighway ! 306 235 (200) (44) 9) 612 562 (226) (122) 214

— GZ West Superhighway 156 116 (112) (67) (63) 319 293 (123) 62) 88
Sub-total 462 351 (312) (11 (72) 931 855 (349) (204) 302
Land development and

utilisation project

— Xintang Interchange - 0 - (22) (22) - @ - (18) 22)
Total 462 351 (312) (133) (94) 931 851 (349) (222) 280
YoY change 102% 142% 12% 67%
Corporate:

Bank deposits interest income 0 17

Investment income from hank

structured deposits - 1

Interest income of loans to a |V 28 7

Other income and other gain 1 14

General and administrative

expenses and depreciation (19 (20)

Finance costs 9) ¢)

Income tax expense 7) (33)
Sub-total (6) 3
(Loss)/Profit hefore net exchange

(loss)/gain (100) 277
Net exchange (loss)/gain (15) 14
(Loss)/Profit for the period (115) 291
Profit attributable to non-controlling

interests (0) @
(Loss)/Profit attributable to owners

of the Company (115) 287

Note 1: Excluding exchange differences on US Dollar and HK Dollar loans, and related income tax.
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Toll Expressway Projects

The Group’s share of net toll revenue of the expressway projects namely the GS Superhighway and
the GZ West Superhighway operated by two joint ventures increased by 102% to RMB931 million
from RMB462 million for the corresponding period of last year, of which the net toll revenue of the
GS Superhighway increased by 100% to RMB612 million from RMB306 million for the corresponding
period of last year; the net toll revenue of the GZ West Superhighway increased by 104% to RMB319
million from RMB156 million for the corresponding period of last year. The main reasons for the
increase in toll revenue include: according to the notice from the Ministry of Transport of the PRC last
year, in light of the COVID-19 pandemic, the policy of waiver of tolls was implemented on toll roads
nationwide from 17 February 2020 to 5 May 2020 (both days inclusive), which was applicable to the
GS Superhighway and the GZ West Superhighway (details of which were set out in the
announcements of the Company dated 17 February 2020 and 29 April 2020). The GS Superhighway
and the GZ West Superhighway had resumed toll collection for all vehicles from 00:00 a.m. on 6
May 2020; in addition, the Holiday Toll-free Policy for small passenger vehicles with 7 seats or less
during the Lunar New Year in 2020 extended from the original 7 days (from 24 January 2020 to 30
January 2020) to 16 days (ended on 8 February 2020).

The Group’s share of aggregate EBITDA of its two toll expressways (excluding net exchange
differences on the GS JV’s US Dollar and HK Dollar denominated loans) increased by 144% to
RMB855 million from RMB351 million for the corresponding period of last year. The Group’s share of
EBITDA of the GS Superhighway increased by 139% to RMB562 million from RMB235 million for the
corresponding period of last year; the Group’s share of EBITDA of the GZ West Superhighway
increased by 153% to RMB293 million from RMB116 million for the corresponding period of last
year, which is mainly attributable to the resumption of toll collection for the GS Superhighway and
the GZ West Superhighway during the period under review.

As the COVID-19 pandemic is under control and driven by the domestic economic recovery, the
actual full-length equivalent traffic (including tolled and toll-free) of the GS Superhighway and the GZ
West Superhighway during the period under review increased as compared with the corresponding
period of last year, of which the actual full-length equivalent traffic of the GS Superhighway increased
by 9% as compared with the corresponding period of last year. The Group’s share of depreciation
and amortisation charges of the GS Superhighway amounted to RMB226 million, representing an
increase of 13% from RMB200 million as compared with the corresponding period of last year; the
performance of the GZ West Superhighway resumed stable simultaneously with the actual full-length
equivalent traffic increased by 6% as compared with the corresponding period of last year. The
Group’s share of depreciation and amortisation charges of the GZ West Superhighway amounted to
RMB123 million, representing an increase of 10% from RMB112 million as compared with the
corresponding period of last year. Overall, the Group’s share of aggregate depreciation and
amortisation charges of the two toll expressways amounted to RMB349 million, representing an
increase of 12% from RMB312 million as compared with the corresponding period of last year.
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Since the bank loans of the GS JV are mainly denominated in US Dollar, during the period under
review, benefiting from the US Federal Funds Rate reduction of 1.5% in the first half of 2020 and the
interest rate of RMB denominated loans was in transition from the benchmark interest rate of the
People’s Bank of China to the loan prime rate as the pricing basis, the interest rate was declined. The
Group'’s share of interest expenses of the GS JV decreased by 31% to RMB22 million from RMB32
million for the corresponding period of last year; the GZ West JV repaid the principal of bank loans of
RMB253 million and RMB225 million (at JV level) in advance with its cash surplus in the second half
of 2020 and the period under review respectively, and benefiting from the transition of the interest
rate of certain RMB denominated loans from the benchmark interest rate of the People’s Bank of
China to the loan prime rate as the pricing basis, the interest rate was declined, leading to further
reduction of interest expenses of the GZ West JV. The Group’s share of interest expenses of the GZ
West JV decreased by 17% to RMB49 million from RMB59 million for the corresponding period of
last year. The applicable PRC EIT rate for both the GS JV and the GZ West JV is 25%. With the
increase in toll revenue, the Group’s share of tax expenses of the GS JV increased significantly by
733% to RMB100 million from RMB12 million for the corresponding period of last year, while the
Group’s share of tax expenses of the GZ West JV also increased by 313% to RMB33 million from
RMB8 million for the corresponding period of last year. Overall, the Group’s share of interest and tax
expenses in the two joint ventures in aggregate increased by 84% to RMB204 million from RMB111
million for the corresponding period of last year.

Due to the resumption of toll collection, during the period under review, the Group’s share of net
profit of the GS JV was RMB214 million, as compared to a net loss of RMB9 million for the
corresponding period of last year; while the Group’s share of net profit of the GZ West JV was RMB88
million, as compared to a net loss of RMB63 million for the corresponding period of last year. The
Group’s share of aggregate net profit of the two expressway projects (excluding net exchange
differences on the GS JV’s US Dollar and HK Dollar denominated loans) was RMB302 million, as
compared to a net loss of RMB72 million for the corresponding period of last year.
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Land Development and Utilisation Project

As set out in the announcements of the Company dated 12 June 2020, 19 July 2020 and 10
September 2020 and the circular of the Company dated 20 October 2020 respectively, the Group
(through Shenwan Infrastructure) and GPCG (through Guangdong Highway Construction) disposed of
an aggregate of 60% equity interest in the Xintang JV (representing 22.5% equity interest held by
Shenwan Infrastructure and 37.5% equity interest held by Guangdong Highway Construction)
together with their respective rights in the corresponding proportion of the shareholders’ loans to
Xintang JV (including the outstanding accrued interests thereof) through public tender (the “Disposal”).
On 10 September 2020, Shenwan Infrastructure and Guangdong Highway Construction (as transferor)
and Shenzhen Run Investment (as transferee) entered into a transaction contract in respect of the
Disposal. On the same day, Shenwan Infrastructure, Lealu Investment, Leaxin Investment and
Shenzhen Run Investment entered into the New JV Agreement and Amended JV Articles. The Group
(through Shenwan Infrastructure), GPCG (through Lealu Investment and Leaxin Investment) and
Shenzhen Run Investment holds 15%, 25% (in aggregate) and 60% of its equity respectively.

During the period under review, the addition of one-year shareholder’s loans of RMB2.56 billion (of
which the Group accounted for approximately RMB384 million) in aggregate was made by the Parties
to the Xintang JV in proportion to their shareholdings, which was mainly used for the final payment of
the land premium of the Project Land. The interest rate of the shareholder’s loans was 8% per annum.
The Group has invested a total of approximately RMB749 million (including registered capital of
RMB1.50 million and shareholder’s loans of approximately RMB747 million) in the Xintang JV
(excluded the rights upon the Disposal). In order to meet the relevant bank financing requirements in
Mainland China, on 30 June 2021, the Xintang JV increased its registered capital from RMB10 million
to RMB3.04 billion through a debt-for-equity swap base on the existing shareholder’s loans, and the
shareholder’s loans contributed by the Parties accordingly decreased from approximately RMB4,983
million to approximately RMB1,953 million; the registered capital contributed by the Group (through
Shenwan Infrastructure) increased from RMB1.50 million to approximately RMB456 million based on
its shareholding percentage, and the shareholder’s loans decreased from approximately RMB747
million to approximately RMB293 million. During the period under review, the Group’s share of loss
of the Xintang JV amounted to approximately RMB22 million in proportion to its shareholding of
15%, while for the corresponding period of last year, the Group’s share of loss of the Xintang JV
amounted to approximately RMB22 million in proportion to its shareholding of 37.5%. It was
expected that the Xintang JV will contribute profit in 2023 the earliest.
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The Group

The Group’s interest income from bank deposits and investment income from bank structured
deposits in aggregate increased to RMB18 million from approximately RMB354,000 for the
corresponding period of last year, mainly due to a consideration of approximately RMB1.09 billion
received from the Disposal in September 2020 and therefore the balances of bank deposits and the
structured deposits increased. Since December 2019, based on its shareholding percentage, the
Group (through Shenwan Infrastructure) has made shareholder’s loans at 8% per annum to the
Xintang JV, which was financed by its internal fundings and bank financing. On the other hand, the
Group’s newly drawn bank loans amounted to a total of approximately RMB326 million during the
period under review, which were mainly used for the shareholder’s loans invested in the Xintang JV
and general working capital purposes. As the average interest rate of bank loans decreased as
compared with the same period of last year, the interest expenses of bank loans therefore amounted
to approximately RMB9 million, which was flat as compared with that of the corresponding period of
last year. Income tax expenses mainly represent the provision for the interest income from the
contribution of shareholder’s loans to the Xintang JV by Shenwan Infrastructure, where the applicable
PRC EIT rate is 25%; and the provision on the undistributed earnings of Shenwan Infrastructure,
according to the prevailing tax laws in the PRC, the withholding tax shall be imposed at a preferential
tax rate of 5% (normally at 10%) when Shenwan Infrastructure declares its earnings. Overall, the loss
of the Group (excluding JVs) amounted to approximately RMB3 million during the period under
review, as compared to loss of approximately RMB6 million for the corresponding period of last year.

Benefiting from the appreciation of RMB commenced from the second half of 2020, the net exchange
gain (including the Group’s share of exchange gain on the US Dollar and HK Dollar denominated
loans of the GS JV) amounted to RMB14 million, as compared to the net exchange loss of RMB15
million recorded in the corresponding period of last year. The profit attributable to owners of the
Company amounted to RMB287 million, as compared to loss of RMB115 million recorded in the
corresponding period of last year.
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Outlook

COVID-19 pandemic in Mainland China is under control and the appreciation of RMB commenced
from the second half of 2020, which had a positive impact on the GS JV. The Group believes that the
stable core business of the GS Superhighway and the GZ West Superhighway will continue to support
the Group’s future performance enhancement. Overall, the Group remains cautiously optimistic
about its future performance: (i) the GS Superhighway will benefit from favourable policies, including
the economic development of the Bay Area, the construction of the “Guangzhou-Shenzhen-Hong
Kong-Macao” Science and Technology Innovation Corridor and the Shenzhen Pilot Demonstration
Area; (ii) expected further decrease of interest expenses of the GS JV as agreement with bank to lower
the interest rate of certain US Dollar denominated loans was made, and benefiting from adopting the
lower loan prime rate as the pricing basis of RMB denominated loans ; (iii) the core business of the
GZ West Superhighway is growing steadily and will continue to be benefited from the robust
development of the economy and road network, including the economic development of the Bay
Area, and the construction of the “Guangzhou-Shenzhen-Hong Kong-Macao” Science and
Technology Innovation Corridor; (iv) the GZ West ]V early repaid the principal of bank loans with its
cash surplus and the interest rate of certain loans was declined, leading to expected further decrease
of interest expenses; and (v) the Xintang project had commenced pre-sale of certain units.

As the financial situation of the Group remains robust, the Board believes that the Group’s full-year
regular dividend payout ratio target of 100% on recurring income will be maintained. It is expected
that the net dividend after tax from the GS JV for 2021 will be approximately RMB700 million, among
which, RMB247 million has been received during the period under review.

Financing of the Group

As set out in the paragraphs under the “Land Development and Utilisation Project”, the Group
(through Shenwan Infrastructure), GPCG (through Lealu Investment and Leaxin Investment) and
Shenzhen Run Investment owns 15%, 25% (in aggregate) and 60% of equity interests in the Xintang
JV respectively pursuant to the New JV Agreement and Amended JV Articles entered into on 10
September 2020. The maximum total amount to be contributed (whether by way of registered capital,
shareholders’ loans, shareholders’ guarantee and any amount of other nature) by the Parties for the
investment in the project (through the Xintang JV) is RMB6,800 million (“Total Upper Limit”), among
which, each of Shenwan Infrastructure, Lealu Investment, Leaxin Investment and Shenzhen Run
Investment, will contribute the respective amounts of up to RMB1,020 million, RMB1,360 million,
RMB340 million and RMB4,080 million, representing 15%, 20%, 5% and 60% of the maximum total
amount of contribution of the Parties, and accordingly, the registered capital of the Xintang JV owned
by the Parties in the same proportion.
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The Total Upper Limit was arrived with reference to the estimated cost of acquisition of the land use
rights of the Project Land, the estimated costs of the ancillary works and other estimated costs and
expenses in relation to the operation of the Xintang JV. The respective Party’s limit was determined
based on their respective percentage of equity interest in the Xintang JV. It is intended that Shenwan
Infrastructure’s commitment of up to its respective Party’s limit will be satisfied by way of external
financing and internal resources of the Group. The total investment amount of the Xintang JV is not
bound by the Total Upper Limit. Xintang JV may arrange financing from banks or other third parties
for the cost of development of the Project Land with the use of its own credit and assets.

The Group has duly made arrangement to meet the capital need of the Xintang JV. On 30 June 2021,
the Group contributed approximately RMB749 million to the Xintang JV (comprising registered capital
of approximately RMB456 million and shareholder’s loans of approximately RMB293 million).
Approximately up to RMB271 million of contribution has not yet been invested and the Group has
cash on hand and bank structured deposits of RMB1,352 million in aggregate, which are adequate to
meet future funding needs.

The financial position of the Group comprises assets and liabilities at corporate level and the Group’s
share of assets and liabilities of the GS JV, the GZ West JV and the Xintang JV.

Corporate Level

31 December 30 June 31 December 30 June
2020 2021 2020 2021
RMB million = RMB million RMB million = RMB million
Bank balances and cash, 1,561 1,352 Bank loans 1,078 1,389
bank structured deposits
Shareholder’s loan to a JV 336 293 Tax liabilities 147 =
Interest receivable of 56 55 Dividend payable 306 280
shareholder’s loan to a JV
Other assets 34 22 Other liabilities 86 130
1,987 1,722 1,617 1,799
Net assets/(liabilities) 370 (77)
of the Group
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The Group’s share of JVs

GS JV (The Group’s shared portion: 45%)

31 December 30 June 31 December 30 June
2020 2021 2020 2021
RMB million =~ RMB million RMB million ~ RMB million
Bank balances and cash 446 444 Bank loans
Concession intangible assets 3,425 3182 —USD 1,039 938
Property and equipment 226 272 —HKD 90 82
Other assets 41 36 — RMB 506 450
Other loan 10 10
Other liabilities 683 683
4,138 3,934 2,328 2,163
Net assets of GS JV 1,810 1,771
GZ West JV (The Group’s shared portion: 50%)
31 December 30 June 31 December 30 June
2020 2021 2020 2021
RMB million =~ RMB million RMB million =~ RMB million
Bank balances and cash 93 97 Bank loans 2,500 2,380
Concession intangible assets 5,538 5,423 Balances with 484 498
aJV partner
Property and equipment 180 169  Other liabilities 455 405
Balances with a JV 484 498
Other assets 21 19
6,316 6,206 3,439 3,283
Net assets of 2,877 2,923

GZ West |V
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Xintang JV (The Group’s shared portion: 15%)

31 December 30 June 31 December 30 June
2020 2021 2020 2021
RMB million = RMB million RMB million = RMB million
Bank balances and cash 5 48 Shareholder’s loan 336 293
Project Land cost 620 726  Shareholder’s loan 56 55
interest payable
Other assets 31 36  Project Land premium 319 -
payable
Other liabilities - 70
656 810 71 418
Net (liabilities)/assets (55) 392
of Xintang JV
31 December 30 June 31 December 30 June
2020 2021 2020 2021
RMB million = RMB million RMB million = RMB million
Total liabilities 8,095 7,663
Equity attributable to 4,978 4,985
owners of the Company
Non-controlling interests 24 24
Total Assets 13,097 12,672 Total Shareholder’s 13,097 12,672
Equity and Li