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SUMMARY

This summary aims to give an overview of the information contained in this prospectus. As this
is a summary, it does not contain all the information that may be important to prospective investors
and prospective investors should read this prospectus in its entirety before deciding whether to invest
in the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in the
Offer Shares are set out in the section headed “Risk Factors”. Prospective investors should read that
section carefully before deciding to invest in the Offer Shares.

Various expressions used in this section are defined or explained in the following “Definitions”
and “Glossary” sections.

BUSINESS

Introduction

The Group’s primary business is to initiate, promote, develop and operate strategically important
roads, tunnels, bridges and related infrastructure projects in Guangdong Province in the southern PRC,
and in particular the Pearl River Delta (“PRD”) region bordering Hong Kong. All the Group’s existing
projects are strategic components or links in the PRD’s developing highway network in which the GS
Superhighway forms a major artery between Guangzhou and Shenzhen, reaching Hong Kong at the
Shenzhen border.

The Group currently has interests in three principal toll-expressway Projects:

. The Guangzhou-Shenzhen Superhighway
. The Guangzhou E-S-W Ring Road
. Phase 1 of the Western Delta Route

All of the Group’s existing Project interests are (or will be, in the case of Phase 1 West) held
through Sino-foreign co-operative joint ventures established according to applicable PRC laws, and all
involving PRC partners established by, or closely associated with, the governmental or administrative
bodies that are responsible for transport infrastructure within the relevant regions and localities.

Growth in Guangdong Province and the PRD

Hopewell is one of the leaders in the PRC infrastructure industry and one of the first foreign
companies to have invested in infrastructure projects in the PRC. The Group’s involvement in the
development of the PRD’s highway network stemmed from Hopewell’s vision of the potential which
could be unlocked from Guangdong and in particular the PRD following the PRC’s economic reforms of
the late 1970s. Consistent with Hopewell’s original expectations, economic and industrial growth in
Guangdong Province, particularly the PRD, has proved to be one of the prime catalysts for the
development of the highway network.

Guangdong Province is one of the wealthiest and fastest growing provinces in the PRC. GDP of
Guangdong Province has shown compound annual growth of approximately 19% over the period between
1991 and 2001, outperforming the PRC average. According to the Guangdong Statistical Yearbook 2002,
foreign direct investment in Guangdong Province in 2001 totalled US$11.9 billion, representing
approximately 25% of total foreign direct investment in the PRC. Guangdong’s share of total national
exports was approximately 36% or US$95.4 billion. According to a Working Report for Guangdong
Province published by the former Governor of Guangdong Province, Mr. Lu Rui Hua, on 13 January,
2003, Guangdong Province is estimated to have experienced significant growth in economic activity in
2002: GDP for 2002 is estimated at RMB1,167.4 billion (approximately US$141 billion) (approximately
10% growth against 2001) and total exports are estimated at US$118.6 billion (approximately 24%
growth against 2001).
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The PRD lies at the mouth of the Pearl River Estuary in the southern part of Guangdong Province.
Following the PRC’s adoption of open door economic reform policies in the late 1970s, the PRD has
rapidly been transformed from an agricultural region to become one of the world’s most important
centres of industrial output and is continuing to grow. While the PRD has only around 30% of the
population of Guangdong Province, in 2001 it accounted for approximately 78% of Guangdong
Province’s total GDP, approximately 98% of its foreign direct investment and approximately 95% of its
exports.

The PRD has benefited particularly from its proximity to Hong Kong and the existence of special
economic zones and open coastal cities which were established to boost the new economic reforms. This
environment has enabled the PRD to attract substantial foreign investment and has led to a process of
progressive economic integration between the PRD and Hong Kong. The Company expects this process
of economic integration to be further enhanced by the Closer Economic Partnership Arrangement
(“CEPA”) signed on 29 June, 2003. CEPA sets out a number of economic measures with respect to trade
in goods and services and investment facilitation, including tariff reductions and liberalisation of
professional and investment services. The Company sees such measures as a significant positive
development in the economic relationship between the PRC and Hong Kong.

Guangdong’s highway system has grown hand-in-hand with the economic development of
Guangdong for the past two decades. The province’s GDP grew more than 40 times from 1980 to 2001.
At the same time, the highway system expanded rapidly to support this growth. Highway length was
merely 49,495 km in 1980 and was 104,798 km at the end of 2001. Appreciating the role that a
developed highway network plays in economic development from its own experience, the Guangdong
government made highway improvement its prime priority in its Tenth Five-year Plan (2001 - 2005),
with the vision of linking all major cities in the province as well as connecting to other provinces.

Since its first full year of operations in 1995, the GS Superhighway has seen compound annual
growth in average daily tolled traffic flow of approximately 16%. In 2002, the GS Superhighway JV was
ranked by the Ministry of Foreign Trade and Economic Cooperation among the top 500 foreign
companies in the PRC in terms of revenue.

History and Development of Projects

HHI normally aims to take the lead role in the initiation and promotion of its Projects. The GS
Superhighway Project was established in the mid-1980s as Hopewell was pushing forward with its vision
of an integrated PRD highway network following the PRC’s economic reforms of the late 1970s. The
Project resulted from initiatives of Hopewell outlined in a proposal letter submitted to the Guangdong
Provincial Government in December 1978.

HHI took the lead role throughout the process of initiation and promotion of the GS Superhighway
Project, including negotiation of the concession rights established by the JV Contract, and the
construction contracts, and in arranging financing for the Project. The Guangzhou E-S-W Ring Road
Project originated from the same proposal letter in 1978. HHI again took the lead role throughout the
process of initiation and promotion of the Project.

The Three Existing Projects

Through Sino-foreign co-operative joint venture arrangements established according to applicable
PRC laws, the Group holds interests in the following three toll-expressway projects:

. The GS Superhighway: the GS Superhighway is a 122.8 km closed system dual three lane
expressway running from Guangdan in Guangzhou to the Hong Kong-Shenzhen border
crossing at Huanggang in Shenzhen.
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As the first and currently the only expressway directly connecting Guangzhou, the capital of
Guangdong Province, with Shenzhen and Hong Kong, the GS Superhighway is a major artery
in the developing PRD highway network, forming a north-south corridor in the eastern PRD

running through Dongguan and reaching Hong Kong at the Shenzhen border.

Many populous and/or industrial towns, and important facilities including the Shenzhen Baoan
Airport and various sea ports, are connected to the GS Superhighway’s 18 strategically placed
interchanges, and the expressway is well connected to the other major highways in the PRD.
In particular, as the only expressway connection between Shenzhen and the Humen Bridge,
the GS Superhighway is the most important route for traffic between Shenzhen and locations
in the western and south-eastern parts of the PRD.

. The Guangzhou E-S-W Ring Road: the Guangzhou E-S-W Ring Road is a 38 km closed
system dual three lane expressway by-pass route running along the eastern, southern and
western fringes of Guangzhou city. Its eastern and western ends connect to Guangzhou’s
northern by-pass creating an inter-connected expressway ring road route surrounding
Guangzhou city.

The Guangzhou E-S-W Ring Road is a strategic component of the road system serving the
increasingly heavy traffic flow in and around Guangzhou city. The route is an important by-
pass for the high volume of external traffic which passes Guangzhou en route to other
destinations via the many major highways which serve Guangzhou. It also provides an
important route for Guangzhou traffic as an alternative to medium to long trips through
central parts of the city.

The GS Superhighway connects to the Guangzhou E-S-W Ring Road, as will Phase 1 of the
Western Delta Route.

. Phase 1 West: Phase 1 of the Western Delta Route, currently under construction, will be a
14.7 km closed system dual three lane expressway fulfilling the strategic need for a high
speed link between Guangzhou city and Shunde. It is expected to reduce the journey time
between the two cities to approximately 10 to 15 minutes from a journey of approximately 40
minutes on existing roads.

Table of Key Statistics

Guangzhou E-S-W

GS Superhighway Ring Road Phase 1 West
Route Guangdan in Guangzhou to Connecting Guangdan, Luntou, Hainan interchange of
Huanggang border crossing in Chigang and Shabei in Guangzhou E-S-W Ring
Shenzhen Guangzhou Road to northern end of

Bigui Road in Shunde

Classification Expressway Expressway Expressway
Total length (km) 122.8 km 38 km 14.7 km
Number of lanes Dual 3 lanes Dual 3 lanes Dual 3 lanes
Joint venture partner(s) Guangdong Provincial Highway (1) Guangzhou City Tongda Guangdong Provincial
Construction Company Highway Company Highway Construction
Company
(2) CKI
Total number of directors of 10 15 8

the joint venture company

Group’s entitlement to appoint 5 5 4
directors
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Approval mechanism of the

GS Superhighway

Guangzhou E-S-W
Ring Road

Phase 1 West

Unanimous approval of all the

board for significant matters board members present at a board

Concession period

Arrangement upon end of
concession period

Opening date

Status

Group’s %

Notes:

meeting is required for various
matters, including appointment
and removal of the general
manager, the detailed direction of
the routes, plans for the road
sections, technical standards and
construction period of each
construction phase of the
highway, changes in the total
investment and the registered
capital, insurance, financing,
distribution of profits and
changes in articles of association

All other matters are required to
be passed by a simple majority of
the directors attending the
meeting

A meeting of the board shall be
attended by at least 60% of the
directors

30 years from
1 July, 1997

All fixed assets will be
transferred to The Guangdong
Provincial Highway Construction
Company without consideration

The parties will participate in any
residual surplus assets according
to their respective profit sharing
ratios at that time

July 1994 (trial)
1 July, 1997 (official)

Fully operational, collecting tolls

Profit share:

First 10 years: 50%
Next 10 years: 48%
Final 10 years: 45%

Unanimous approval of all the
board members present at a board
meeting is required for various
matters, including the detailed
direction of route, size of
construction and technical
standards, level of tolls,
financing, distribution of profit,
amendments to the articles of
association, changes in the
registered capital and creating
encumbrances over any of the
assets

All other matters are required to
be passed by a two-thirds
majority of the directors
attending the meeting, including
at least 2 directors from each of
the joint venture partners

A meeting of the board shall be
attended by at least two-thirds of
the directors

30 years from
1 January, 2002

All fixed assets will be
transferred to Guangzhou City
Tongda Highway Company
without consideration

Any current assets will be
distributed to Guangzhou City
Tongda Highway Company, the
Group and CKI in the proportion
of 30%, 35% and 35%
respectively

June 2000

Fully operational, collecting tolls

Net cash flow:

First 10 years: 45.0%
Next 10 years: 37.5%
Final 10 years: 32.5%

Unanimous approval of all
the board members present
at a board meeting is
required for various
matters, including the
approval of the annual
budget and accounts, the
approval of major
contracts, changes in the
total investment and the
registered capital,
distribution of profits and
changes to the articles of
association

All other matters are
required to be passed by a
two-thirds majority of the
directors attending the
meeting

A meeting of the board
shall be attended by at least
two-thirds of the directors

30 years from date of
establishment (expected in
2003)

All fixed assets will be
transferred to the
responsible governmental
authority without
consideration

The parties will be entitled
to any residual surplus
assets in equal proportions

Scheduled for mid-2004

Under construction since
December 2001

Net operating income:
50%

() The joint venture partners’ proportionate entitlements to profit share, net cash flow and net operating income, respectively,

relate to the applicable concession period and accord with the terms of the respective JV Contracts which reflect (among
other things) the basis on which the Projects were originally financed. See section on financing of the respective Projects
under “The Road Projects”.

2) Information with respect to Phase 1 West is based on the terms of the proposed JV Contract which have been agreed

between the parties but remain subject to approval by applicable PRC regulatory authorities.
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The Group’s Co-operative Joint Ventures

The Group’s co-operative joint ventures are jointly controlled by the respective joint venture
partners and no one partner has absolute control. Although the JV Contracts do not expressly confer on
the Group any power of veto over the affairs of the JV Enterprises, the Group’s joint venture
arrangements typically require consensus among HHI and its joint venture partners in relation to major
decisions such as changes in total investment or registered capital, financing arrangements, appointment
of senior management, distribution of profits, changes to articles of association and insurance. HHI’s
overall experience in relation to its joint ventures has indicated that its joint venture contracts provide
effective safeguards on significant decisions and changes and that, in practice, significant decisions are
taken based on consensus among the joint venture partners.

Historic Traffic Flows and Toll Receipts

The following table illustrates historic growth in average daily tolled traffic flow and total annual
toll receipts for the Group’s two operating Projects since their respective first full year of operations.

Year on Year on Year on Year on
year year year year
growth® growth® growth® growth®
19950 2000 2001 2002 2003 CAGR®
The GS Superhighway
Average daily tolled traffic flow
(no. of vehicles) ........cccceunes 48,678 | 103,388 19.2% 114,930 11.2% 136,612 18.9% 162,998 30.3% 15.9%
Toll receipts
(RMB million)......ccccveevierruennes 648 1,733 19.1% 1,825 5.4% 1,974 8.1% 1,073 14.4% 17.2%
1998 2000 2001 2002 2003 CAGR®
The Guangzhou E-S-W
Ring Road
Average daily tolled traffic flow
(no. of vehicles) .......ccoevrennes 7,589 32,242 38.0% 31,212 (3.2%)@| 36,120 15.7% 38,796 17.1% 47.7%
Toll receipts
(RMB million).......ccccenvverrinnee 18 151 74.8% 168 10.7% 199 18.5% 107 18.6% 81.3%

Notes:

(N 1995 represents the first full year of operations for the GS Superhighway. 1998 represents the first full year of operations for
the Guangzhou E-S-W Ring Road JV, although sections of the ring road only became open to traffic throughout the period
from 1997 to June 2000 and the ring road was not completed until 26 June, 2000.

2) Year-on-year growth represents percentage change compared to the previous calendar year.

3) Compound annual growth rates (“CAGR”) for each Project are calculated from and including the first full year of operations
up to and including 2002.

(4)  Statistics for 2003 cover the first six months of the year and have been compared with the corresponding period in 2002. As
the above information is presented on a calendar year basis, the first six months of 2003 cover the second six months of the
financial year ended 30 June, 2003.

(@) The entire length of Guangzhou E-S-W Ring Road was opened on 26 June, 2000.

(6) The decline in 2001 can be attributed to the timing and temporary distortive effect of changes in Guangzhou’s traffic policy
to reduce urban congestion in central Guangzhou. Implementation of these measures led to a period between January and
December, 2001 during which non-Guangzhou registered vehicles were able to access Guangzhou toll-free (see “The Road
Projects — Guangzhou E-S-W Ring Road — Operations — Trends”).
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Toll rates for closed system expressways in Guangdong Province are approved by the Guangdong
Provincial Government following joint review by the Guangdong Provincial Bureau of Communications
and the Guangdong Provincial Price Bureau and take the form of a rate per km travelled based on
vehicle classification and a stepped scale in multiples of the base charge for the smallest category of
vehicles. Toll receipts for the GS Superhighway and the Guangzhou E-S-W Ring Road are therefore
principally dependent on traffic volume by vehicle categories, applicable toll rates and distances
travelled.

Growth Profile

GS Superhighway Traffic vs. GS Superhighway Traffic vs.
Guangdong GDP Guangdong Private Vehicle Ownership
160 - - 160 30 - 160
I
€
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1995 1996 1997 1998 1999 2000 2001 2002 1995 1996 1997 1998 1999 2000 2001 2002
I GS Superhighway Average Daily Tolled Traffic Flow ('000) I GS Superhighway Average Daily Tolled Traffic Flow ('000)
—#— Guangdong GDP (USS$ billion) Private Vehicle Ownership (per 1,000 inhabitants)
Notes:

(hH GDP refers to gross domestic product of Guangdong Province according to the Guangdong Statistical Yearbook.

2) Private vehicle ownership represents the number of civilian vehicles privately owned per 1,000 inhabitants according to the
China Statistical Yearbook, 1996, 2001 and 2002.

3) Private vehicle ownership for 2002 is extrapolated based on compound annual growth from 1995 to 2001.

4) Traffic flow refers to average daily tolled traffic flow on the GS Superhighway and traffic mix is the composition of that
same traffic.
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GS Superhighway
Average Daily Tolled Traffic Flow

Number of
vehicles
180,000
- 4%
160,000 CAGR = 15.9% -
140,000 4% 18%
1%
5%
120,000 o T 18% 13%
100,000 T 21% 14%
80,000 3% % 2%
’ 4% 2% 21% e
5% 1% 0 18%
60,000 5% 1% 2% 21% 19%
1% 23% 20% 62% 63%
40,000 22% 23% 2% 57%
23% S50 s 54%
20,000 5% 5 52% o
0
1995 1996 1997 1998 1999 2000 2001 2002 2003 (Up
to 30 June)
Year

Class1 Class2 Class3 ~ Class4  Class 5

Notes:

(hH The various vehicle categories for GS Superhighway are as follows: Class 1 (cars, jeeps, passenger/cargo vans in the form of
taxis, motorcycles), Class 2 (vans, small passenger/cargo vans and light trucks), Class 3 (medium sized vans, large cars and
medium sized trucks), Class 4 (large luxurious cars, large trucks, heavy trailers, 20 ft. container trucks), Class 5 (double
deck cars, heavy trucks, heavy trailers, 40 ft. container trucks).

2) Compound annual growth rate (“CAGR”) for GS Superhighway is calculated from and including the first complete year of
operation in 1995 up to and including 2002.

The following tables provide a more detailed monthly comparison of average daily toll receipts and
average daily tolled traffic flow for the most recent two financial years ended 30 June, 2002 and 30
June, 2003.

GS Superhighway
Growth in monthly average daily toll receipts and monthly average daily tolled traffic flow

Average Daily Toll Receipts Average Daily Tolled
(RMB ’000) Traffic Flow

Month 2001 2002 % Growth 2001 2002 % Growth
July o 5,032.9 5,373.0 6.8% 115,049 136,480 18.6%
AUZUSE o 5,373.1 5,686.0 5.8% 122,738 145,968 18.9%
September..........eeeeeeeiiiiiiieennees 5,492.2 5,725.7 4.3% 126,596 148,773 17.5%
OCtOber....eeeeeeeiiiiiiceeeeeeeeeee 5,180.7 5,622.8 8.5% 121,009 148,572 22.8%
November ......ccoeeeeeeeeeeeeeennnns 5,070.3 5,598.7 10.4% 121,842 150,646 23.6%
December........ccooeeeeeeiiecennnnn. 4971.2 5,773.9 16.1% 120,694 157,156 30.2%

2002 2003 % Growth 2002 2003 % Growth
January ......ooooiiiiiii, 4,961.3 6,301.6 27.0% 121,742 167,521 37.6%
February ......cccccooviiiiiiiinnnnns 5,022.1 5,703.9 13.6% 114,304 148,573 30.0%
March ....ooooeeiieeeiieeeee, 5,377.5 6,222.6 15.7% 129,193 172,856 33.8%
APIil oo 5,472.4 6,036.7 10.3% 133,611 166,015 24.3%
May cooooiiiiiiiieee e 5,168.3 5,367.1 3.8% 125,746 150,454 19.6%
June ..oooooeeiiiii 5,081.7 5,933.7 16.8% 125,377 171,544 36.8%
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Guangzhou ESW Ring Road
Growth in monthly average daily toll receipts and monthly average daily tolled traffic flow

Average Daily Toll Receipts Average Daily Tolled
(RMB ’000) Traffic Flow

Month 2001 2002 % Growth 2001 2002 % Growth
July oo, 447.4 543.4 21.5% 30,502 35,962 17.9%
AUZUSE e 475.7 579.2 21.8% 32,095 38,342 19.5%
September..........vveeeeeiiieiiieennes 503.8 617.4 22.5% 34,083 40,682 19.4%
OCLODeT ...t 457.7 591.2 29.2% 31,943 39,209 22.7%
November .......ccoeeeveeeiiinnnnee 491.2 601.6 22.5% 33,469 40,071 19.7%
December........cccoeevieiiinnnnne. 473.9 598.4 26.3% 32,329 40,183 24.3%

2002 2003 % Growth 2002 2003 % Growth
January ....ooooeeeeiiiii, 485.3 590.7 21.7% 32,636 39,499 21.0%
February .......ccccoovviiiiiiinnnnnns 375.5 466.7 24.3% 26,229 32,444 23.7%
March ...ooooveeiiieiee 527.5 624.0 18.3% 34,383 40,591 18.1%
APTil cooiiiiiiiii 550.2 637.0 15.8% 36,574 41,158 12.5%
May cooooiiiiiiiieeeieee 527.9 606.6 14.9% 34,542 38,082 10.2%
June ...ooooeeiiiii 517.7 616.1 19.0% 33,886 40,522 19.6%

KEY STRENGTHS

The Directors believe that, with over two decades’ experience in the PRC toll road infrastructure
industry, the Group has developed the following strengths and competitive advantages:

—  The Group has successfully established a portfolio of operational and revenue generating toll
expressway projects

. The GS Superhighway and the Guangzhou E-S-W Ring Road have been completed and
generate daily cash receipts.

. Revenues from these projects provide a sound financial base and the basis for the Group to
enjoy a reliable cash return.

. The GS Superhighway has seen compound annual growth in average daily tolled traffic flow
of 15.9% since its first full year of operations in 1995.

— The Group’s roads are strategically located in high economic growth areas within the PRD

The GS Superhighway

. The GS Superhighway is the first and currently the only expressway directly connecting
Guangzhou in the north with Shenzhen and Hong Kong in the south, forming a corridor of
economic activity.

. It forms a major artery in the developing PRD highway network, connecting the key

municipalities of Guangzhou, Dongguan and Shenzhen. These municipalities have become the
leading centres within the PRD during its recent period of substantial economic growth.

. Many other towns and facilities along the route have grown up or expanded significantly with
the development of the expressway. This has reinforced the importance of the expressway.
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The Guangzhou E-S-W Ring Road

. The Guangzhou E-S-W Ring Road is a strategic component of the road system serving the
increasingly heavy traffic flow in and around Guangzhou. Guangzhou is continuing to expand
and develop as the commercial centre of Guangdong Province.

. The strength of the Guangzhou E-S-W Ring Road is significantly dependent on its
connectivity, that is the number of major feeder roads connecting it with destinations for
potential traffic such as populous and important industrial regions, airports and other facilities
within the PRD. In addition to existing connections, further connections planned include:
Phase 1 West, linking with Shunde (planned for opening during 2004); and the Guangzhou
Southern Expressway, linking with the Guangzhu East Line and the Nansha Port Development
Area (scheduled for opening in 2005).

. In light of experience with ring roads in other major cities, the Directors anticipate that the
Guangzhou E-S-W Ring Road will be an increasingly important component of the traffic
system serving the greater Guangzhou metropolitan area, and supporting the city’s outward
expansion.

Phase 1 West

. Phase 1 of the Western Delta Route will fulfil the strategic need for a high speed link
between Guangzhou city and Shunde. The Directors expect it to reduce the journey time
between the two cities to approximately 10 to 15 minutes from a journey of approximately 40
minutes on existing roads.

The Group’s Projects benefit from high barriers to competition

. The high entry barriers in the toll highway industry offer the Company substantial
incumbency and lead-time advantages. Financing capacity, technological know-how,
established governmental and business relationships, and ability to commit resources to
lengthy regulatory approval and development processes are among the critical qualities for
success.

. The long-term significance of the Group’s routes has increased with the growth of
surrounding towns and facilities, and the clustering of population, industry and services in
areas along the routes.

. Usage of roads depends on their accessibility relative to points of origin and destination for
their potential traffic. The Group’s completed roads are already supported by major feeder
roads connecting with many of the most highly populous and important industrial regions,
airports and other facilities in the PRD, and are well connected with the region’s other major
highways.

. The process of obtaining necessary official approvals, land use rights and financing for a PRC
road project is complex, lengthy and expensive. Construction is also a lengthy and uncertain
process. As a result, road projects have a long lead-time to completion.

The Company has a well-defined strategy focusing on Guangdong Province and the PRD

. The Company’s strategy is to leverage on its superior competitive advantages and the high
barriers to entry of the industry to capture growth opportunities.

. The Group is well positioned to capitalise on continued growth within Guangdong Province
and the PRD.
. All of the Group’s Projects are strategic components or links within a developing highway

network in the PRD and benefit from the continuing development of the wider network.
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. The PRC’s accession to the World Trade Organisation in 2001 is widely expected to
contribute to continued growth in highway usage in the PRC, and the Company also
anticipates that the implementation of CEPA will have a positive effect on trade and traffic
flow between Hong Kong and the PRC. The Company expects Guangdong Province and the
PRD to remain at the forefront of industrial and economic growth in the PRC.

—  The Group is well positioned to capitalise on new opportunities

While the Company believes that its track record makes it well positioned to participate in further
projects, the Company will only pursue opportunities which the Company believes will generate a
satisfactory return on investment.

. The Group has proven expertise in the initiation, promotion, development and operation of
PRC toll-road projects.

. The Group has a track record of successful co-operation with important PRC joint venture
partners.

—  The Group benefits from experienced and professional management.

STRATEGY

The Company’s strategy is to leverage on its superior competitive advantages and the high
barriers to entry of the industry to capture growth opportunities. This strategy involves the
following principal elements:

— To continue to focus on strategically important transport infrastructure projects in
Guangdong Province and the PRD

The Company believes that the Group’s focus on Guangdong Province and the PRD will continue
to deliver benefits resulting from the region’s strong economic growth and the progressive
economic integration of the PRD and Hong Kong.

— To maintain the competitiveness of the existing Projects, and the stability of returns, through
effective management and forward planning

. The Company views the management of its completed Projects as the provision of a service to
road users, and believes that alignment, accessibility, speed and safety are the key factors that
influence road users in their choice of route.

. The Company aims to protect returns by ensuring that its roads are well maintained and offer
smooth flow of traffic.

— To capitalise on opportunities to participate in further projects

. The Company believes that its experience, track record, connections and reputation within the
PRC will continue to lead to opportunities to participate in further projects.

. The Company believes that the development of a bridge-tunnel connecting Zhuhai in
Guangdong and Macau with Hong Kong will be strategic to the further economic development
of the PRD, Hong Kong and Macau.

. The Group, through HHI West Co, retains the concession rights for Phases 2 and 3 of the
Western Delta Route. Although no firm plans have yet been formulated for development of
Phase 2 or 3, the development of these further Phases is being actively pursued by the Group.

. In addition to the projects it initiates, the Group will, in appropriate cases, consider other
opportunities to participate in projects which are aligned with the Group’s focus on
strategically important road and related infrastructure projects.

. While the Group’s primary focus is on Guangdong Province and the PRD, the Group’s track
record, connections and reputation may give rise to other opportunities in the PRC.
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FUTURE PROSPECTS

General

The Directors consider that the Company is well positioned to benefit from continued economic
growth in the PRC in general, and within Guangdong Province and the PRD in particular. In the shorter
term, the Company expects to see continuing growth in traffic demand within Guangdong Province and
the PRD driven by continuing economic growth in the PRC generally, and in Guangdong Province and
the PRD in particular, and by associated growth in vehicle ownership and usage. Based on this
expectation, the Company believes that traffic flow for the Group’s existing Projects will show
continuing growth. In addition to general economic factors, the Company’s prospects depend on a
combination of factors relevant to its existing Projects and its potential for participating in future
projects.

The GS Superhighway

The GS Superhighway is a strategically important route. As the first and currently the only
expressway directly connecting Guangzhou with Shenzhen and Hong Kong, the long term significance of
the expressway has been enhanced by the urban and industrial corridor which has developed along the
route.

Guangzhou continues to expand, as do the towns, cities and industrial centres along the route of the
GS Superhighway. For example, as Dongguan has expanded, its road network has also been developed
and expanded significantly to provide enhanced connectivity with the GS Superhighway, thereby
establishing the conditions for increased usage of the expressway.

The route is also well positioned to benefit from significantly improved convenience and efficiency
of border crossing since the Huanggang border crossing with Hong Kong was opened on a 24 hour basis
from 27 January, 2003.

The Guangzhou E-S-W Ring Road

Guangzhou continues to expand and develop as the commercial centre of Guangdong Province. As
Guangzhou continues to expand and develop, there is an increasing need for routes to accommodate
traffic away from the congested city centre and to support the city’s outward expansion. This has recently
led to changes in Guangzhou’s traffic policy imposing access restrictions to central Guangzhou.

Since implementation of these changes between December 2001 and May 2002, the Guangzhou
E-S-W Ring Road has seen significant growth in traffic volume. In light of the experience with other
major cities, the Directors anticipate that the Guangzhou Ring Road, of which the Guangzhou E-S-W
Ring Road is an integral part, will be an increasingly important component of the traffic system serving
the greater Guangzhou metropolitan area.

Specifically, the Company believes the Guangzhou E-S-W Ring Road is well placed to benefit from
increased traffic flow from the opening of several major new connecting and feeder roads which are
planned to be opened in 2004 and 2005.

Phase 1 West

The completion of Phase 1 of the Western Delta Route will fulfil the strategic need for a high
speed link between Guangzhou city and Shunde. It is expected to reduce the journey time between the
two cities to approximately 10 to 15 minutes from a journey of approximately 40 minutes on existing
local roads. The Company expects there to be an immediate and increasing demand for a high speed
route between these major centres.

11
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Potential Further Projects

The Directors believe that the Group’s track record in successfully completing PRC toll expressway
projects, and the connections and reputation established by Hopewell and HHI and their directors and
executives within the PRC, will continue to lead to opportunities to participate in further projects.
However, the Company will only pursue opportunities which are consistent with its overall business
strategies, and which the Company believes will generate a satisfactory return on investment.

In accordance with this strategy, the Company will be actively pursuing the following projects:

The Guangdong-HK-Macau Bridge-Tunnel Project

The Company believes that the development of a bridge-tunnel connecting Zhuhai in Guangdong
and Macau with Hong Kong will be strategic to the further economic development of the PRD, Hong
Kong and Macau.

In addition to being a logical and significant step in furthering the development of the PRD, Macau
and Hong Kong as an integrated economic zone, the Company believes that this project would open up
and accelerate the economic development of the western PRD resulting in the enhancement of the overall
competitiveness of the PRD as a world-wide manufacturing base, providing new dynamism to the
economy of Hong Kong as well as further developing Hong Kong, Macau, Zhuhai and Shenzhen into an
integrated tourist zone.

In the Policy Agenda of the Second Term Government of the HKSAR published on 8 January,
2003, and in the Hong Kong Chief Executive’s address to the Hong Kong Legislative Council delivered
on the same date, it was stated that such a bridge link is being pursued as a priority project subject to
the results of an ongoing PRC governmental feasibility study.

HHI has devoted significant efforts to promoting this project and will continue to actively pursue it.
If the project proceeds, the Company believes it would be well positioned to participate subject to
satisfactory investment considerations.

Phases 2 and 3 of the Western Delta Route

The Group, through HHI West Co, retains the concession rights for Phases 2 and 3 of the Western
Delta Route. Although no firm plans have yet been formulated for development of Phase 2 or 3, the
development of these further Phases is being actively pursued by the Group and may be implemented by
way of a joint venture with a suitable PRC partner.

Phases 2 and 3 of the Western Delta Route are envisaged to comprise approximately 42 km of
expressway running from the southern end of Phase 1 West in Shunde through to Zhongshan. At
Zhongshan, the route would connect with (i) National Highway 105, which runs through to Zhuhai in the
south, and (ii) the Jiangzhong Expressway (planned to be completed in 2004) which will link Jiangmen
in the west and the Guangzhu East Line in the east. On completion of all three Phases of the Western
Delta Route, it would create an arterial expressway system directly linking Guangzhou, Nanhai, Shunde
and Zhongshan.

RELATIONSHIP WITH THE HOPEWELL GROUP

As part of the reorganisation of Hopewell’s China infrastructure division, and in anticipation of the
Offering, the Company has been established as the new holding company for Hopewell’s toll-expressway
and related infrastructure business and for its three existing closed system toll-expressway Projects.
Following completion of the Offering, Hopewell will continue to be the Company’s controlling
shareholder (as that term is defined in the Listing Rules).

12
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The Company has adopted a policy that, in general, the Group will only participate in closed
system expressway projects (as opposed to open system highways), unless the size of the project makes
it justifiable for the Group to do otherwise or if there are other special circumstances. Some of the
distinguishing features between closed system expressways and open system highways are set out below:

Expressway/Superhighway Open system highway
Designed for higher speed driving and faster transit from Designed to facilitate access to local townships/regions along the
destination to destination without disruption by highway.

intersections/junctions.

Connection with other roads is through interchanges so that Other roads will intersect with the highway and connection with
through traffic will not be disrupted. Interchanges are other roads is through intersections/junctions which are controlled
connections by means of ramps. by a roundabout or traffic light. Therefore, traffic flow will be

disrupted by the intersections/junctions.

Full access control — entry and exit only through Partial access control or no access control — vehicles can enter
interchanges (or established entrance/exit points). and exit through the intersections/junctions along the highway.
Intersections/junctions are connections without entrance or exit

ramps and are usually equipped with traffic lights.

The entire route is enclosed. All traffic has to access the road The route of the highway may not be enclosed. Vehicles are only
through controlled entrances and exits. charged at toll plazas and can use the highway without paying as

long as no toll plaza is crossed.

Design speed of at least 100km/hour. Design speed of below 100km/hour; for class I highways, the

usual design speed is 80km/hour.

For tolled expressways, tolls are usually charged on the basis For tolled open system highways, tolls are collected at fixed toll
of distance travelled. collection points. If a vehicle enters or exits the highway without
passing through a toll collection point, no toll will be payable

even if part of the highway has been used.

Consequently, Shunde Roads and Shunde 105, which are two open system class 1 highway projects
in Shunde have been retained by the Hopewell Group. There is no direct competition between the
projects of the Group on the one part and Shunde Roads and Shunde 105 on the other as their routing
and areas covered are different. Currently, the Group has no intention of acquiring Hopewell Group’s
interest in Shunde Roads or Shunde 105. However, it is possible that as and when the time is right in the
future for the development of Phase 3 of the Western Delta Route, and depending on the final alignment
of the route, the Group may seek to acquire the 22.8 km Bigui Road section of Shunde Roads (or certain
parts thereof) for the purpose of that project.

The Group has a clear business focus, distinct from that of the Hopewell Group. The Group’s
business focuses on the initiation, promotion, development and operation of strategically important roads,
tunnels, bridges and related infrastructure projects in Guangdong Province and particularly the PRD.
Strategically important projects would be those which would be important to (i) the traffic flow or
profitability or a project of the Group, (ii) the acquisition by the Group of any new project rights, (iii)
the achievement or maintenance of the strategic position of the road projects of the Group in the overall
highway system or network, or (iv) the Group in its overall business plan. None of the members of the
Hopewell Group is engaged in the business of PRC toll road infrastructure, except for the Hopewell
Group’s 25% interest in a jointly-controlled entity operating Shunde Roads and 30% interest in a jointly-
controlled entity operating Shunde 105.
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Hopewell has given a non-compete undertaking to the Company to the effect that for so long as

Hopewell is a controlling shareholder and remains the single largest shareholder of the Company,

Hopewell will not (by itself or through its subsidiaries, excluding the Group) engage in investment in toll

road projects (including bridges and tunnels) in the PRC except in certain limited circumstances. (See

“Relationship with the Hopewell Group — General”).

Following completion of the Offering, Hopewell will continue to be the Company’s controlling

shareholder. Hopewell is one of the leaders in the PRC infrastructure industry and one of the first foreign

companies to have invested in infrastructure projects in the PRC.

RISK FACTORS

The Directors consider that there are certain risks involved in investing in the Offer Shares. The
risks can be categorised into:

— Risks relating to the business of the Group

Lack of a majority or controlling interest in the Projects
A decline in traffic volume may adversely affect the revenue and earnings of the Group

The Group’s results of operations may be affected by competing roads and bridges and other
modes of transportation

Certain ancillary government approvals are outstanding for the GS Superhighway and
Guangzhou E-S-W Ring Road Projects

Capital expenditure on completed Projects may be unpredictable, and the operation of the
Group’s toll expressways may be affected by events outside the Group’s control

The JV Enterprises have significant borrowings and therefore the Group’s financial
performance could be affected by general economic conditions and factors

Toll receipts may be affected by the integrity of the toll collection systems

The Company will be controlled by Hopewell, whose interests may differ from those of the
Company’s other shareholders

— Risks relating to Phase 1 West and future projects

Approvals, JV Contract and financing remain to be concluded
Cost overruns and delays may adversely affect the Group’s results of operations

Future growth prospects will be affected by the Group’s ability to develop new projects and
the pursuit of new projects may not be successful

— Risks relating to dividends and cash flow

Dividend payments by the Company to Shareholders are dependent on profit distributions
from the Group’s JV Enterprises in the PRC

The Group’s depreciation costs are variable and subject to traffic volume

Inter-company dividend transactions prior to the separate existence of the Group are not
representative of future dividend policy
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Risks relating to PRC toll road sector

The toll regime significantly impacts the Group’s revenues and is regulated by government
authorities

Changes to the provincial government’s transportation-related policies may impact the Group’s
revenues and earnings

Proposed new toll collection arrangements have consequential risks and uncertainties

The imposition of restrictions or onerous requirements by governmental authorities could
adversely affect the Group’s Projects

Risks relating to the PRC

Economic, political and social conditions, as well as government policies, in the PRC could
affect the Group’s results of operations

The PRC legal system has inherent uncertainties that may limit the legal protections available
to the Group

The preferential tax treatment applicable to the Projects may not continue

Government control of currency conversion may adversely affect the Group’s operations and
financial results

Fluctuation of the Renminbi could materially affect the Group’s financial condition and results
of operations

Risks relating to the Offering

The liquidity and price of the Shares following the Offering may be volatile

Future sales of substantial amounts of the Shares in the public market could adversely affect
the price of the Shares

Certain statistics are derived from publications not independently verified by the Group, the
Underwriters or their respective advisors

There may be possible deviation in the actual use of proceeds from the Offering from the
intended use

Forward-looking statements contained in this prospectus may not be fulfilled

Assumptions relied on by independent consultants and experts may not be accurate
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables present: summary combined income statement data, combined balance sheet
data and combined cash flow data from the audited combined financial information with respect to the
Group for the three years ended and as of 30 June, 2000, 2001 and 2002 and the ten months ended and
as of 30 April, 2003 as extracted from and to be read in conjunction with the Accountants’ Report in
Appendix I; and unaudited combined financial information with respect to the Group for the ten months
ended and as of 30 April, 2002. Such unaudited combined financial information based on the unaudited
management accounts of the Group is presented for comparison purpose only.

The Group’s combined financial information is prepared in accordance with IFRS which differ in
certain material respects from HK GAAP and US GAAP. See “Summary of principal differences between
IFRS, HK GAAP and US GAAP” in Appendix II. Under the proportionate consolidation method, the
Group’s combined financial information includes the Group’s share of the JV Enterprises’ income and
expenses, assets, liabilities and cash flows on a line-by-line basis and all significant intra-group
transactions, cash flows and balances are eliminated. See Notes 1 and 2 to section A (Financial
Information) of the Accountants’ Report in Appendix I. The fiscal year of the Company ends on 30 June
while the fiscal years of the JV Enterprises end on 31 December. In preparing the combined financial
information for the Group, monthly financial data for each of the JV Enterprises were aggregated to
reflect a fiscal year ended 30 June. Financial data not originally stated in IFRS were converted to IFRS
and further adjustments were made for proportionate consolidation under IFRS.

Summary Combined Income Statement Data

Ten months ended

Year ended 30 June, 30 April,
2000 2001 2002 2002 2003
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
Turnover™ ..o, 769,607 859,793 918,450 765,653 861,183
Toll operation eXpenses .........cccceceeeeveeevnnns (76,112) (85,128) (77,549) (64,624) (77,004)
Other operating inCoOmMe .........cccceeeeeeeeeennnnn. 267,441 323,822 151,639 126,391 53,529
Other operating €Xpenses ......ccccccceeereeeeeen. (144,755) (165,993)  (211,127) (175,939) (210,035)
Profit from operations ...........cccccceeeeuunnnnne 816,181 932,494 781,413 651,481 627,673
Finance Costs .....ccooevvveviiiiiiiis (267,683) (303,643) (220,635) (183,862) (167,685)
Profit before tax ........ccccceeeeeiiinrnnnenennnnnnns 548,498 628,851 560,778 467,619 459,988
Income tax eXpense ........cccocceeveeeeeernnnnnnne. (24,700) (25,798) (19,298) (16,082) (16,420)
Profit after tax ........cooooeveiiiiii, 523,798 603,053 541,480 451,537 443,568
Minority interest .......ccceeeevcvveereeeeeineeeeennn. (4,849) (2,431) (9,051) (7,543) (9,869)
Profit for the year/period ..........ccccccuvvrnnns 518,949 600,622 532,429 443,994 433,699
Dividends ....ooeeveeeii — — 2,200,000 2,200,000 —
Earnings per share — basic® .................... HK$0.24 HK$0.28 HK$0.25 HKS$0.21 HKS$0.20

Notes:

(D) Turnover represents toll receipts, net of business tax.

2) Calculation of the basic earnings per share for each of the periods is based on the profit for the respective period and on

2,160,000,000 ordinary shares deemed outstanding during each period.
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Summary Combined Balance Sheet Data

As at 30 June, As at 30 April,
2000 2001 2002 2002 2003
HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
(unaudited)

Toll road projects under

development and loans to

jointly controlled entities............. 5,320,871 4,712,508 1,639,721 1,767,851 1,161,353
Bank balances and cash .................. 259,232 512,749 97,819 180,885 291,063
Total aSSets.....uuvvvvvrvvrrvrrerrererrereeeneens 17,398,682 16,502,995 12,932,645 13,304,147 12,478,512
Shareholders’ equity .......cccceeeeeiunnnee 1,888,613 2,489,848 821,100 733,777 1,246,912
Minority interests ..........occcuvveeeeeennne 7,250 9,681 18,732 17,224 28,601
Long-term borrowings, non-current

POTLION .evviiiiiiiiiiiieeeeeeeeeeeeeeeeeeeees 13,319,108 12,934,315 11,628,851 11,984,985 10,556,280
Loans payable, current portion........ 1,881,133 787,263 253,857 340,365 376,197
Total 1iabilities ..........ceeeeveeeeeeeeeeenes 15,502,819 14,003,466 12,092,813 12,553,146 11,202,999

Other Financial Data

Ten months ended

Year ended 30 June, 30 April,
2000 2001 2002 2002 2003
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
(unaudited)

Cash flows from operating

ACLIVILIES weevvveeeeiiieeiiiee e 596,938 690,888 707,531 554,806 847,935
Cash flows (used in)/from

investing activities ...................... (345,539) 1,318,207 3,177,454 3,120,027 431,685
Cash flows used in financing

ACHIVITIES weevvveiiiiieeieeiiiiiieeeeeee (43,023)  (1,753,724) (4,304,638) (4,006,631) (1,087,541)
Capital expenditures™.................... (552,041) (98,265) (10,028) (3,080) (60,333)
Note:

(nH Capital expenditures are part of and not in addition to cash flows from investing activities.

According to paragraphs 27 and 31 of the Third Schedule of the Companies Ordinance and
rule 4.04 of the Listing Rules, the Company is required to include its financial results for each of
the three financial years immediately preceding the issue of this prospectus. The SFC and the Stock
Exchange have granted waivers in relation to these two requirements, respectively. Instead, results
for the three years ended 30 June, 2002 and the ten months ended 30 April, 2003 have been
included in the Accountants’ Report. The Directors confirm that sufficient due diligence has been
conducted to ensure that there has been no material adverse change in the financial or trading
position of the Group since 30 April, 2003 and up to the date of this prospectus and that there has
been no event since 30 April, 2003 which would materially affect the information shown in the
Accountants’ Report in Appendix I.
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Profit Estimate For The Year Ended 30 June, 2003 And Profit Forecast For The Year Ending
30 June, 2004

Year ended Year ending
30 June, 2003 30 June, 2004
Estimated/Forecast combined profit after
taxation and minority interests but before
extraordinary items" ... Not less than: HKS$522 million HKS$700 million
Estimated/Forecast earnings per Share'":
Year ended 30 June, 2003
Basic™® ... HK$0.242 N/A
Year ending 30 June, 2004
Proforma fully diluted® ...........cccocoevevevereierennne, N/A HK$0.244
Weighted average™ N/A HK$0.249

Notes:

() The estimated combined profit after taxation and minority interests but before extraordinary items for the year ended 30
June, 2003 and the forecast combined profit after taxation and minority interests but before extraordinary items for the
financial year ending 30 June, 2004 are set out under “Financial Information — Profit Estimate and Forecast”, and a
summary of the bases and assumptions on and subject to which such estimate and forecast have been prepared are set out in
Appendix III.

2) The calculation of the estimated earnings per Share for the financial year ended 30 June, 2003 is based on the estimated
combined profit after taxation and minority interests but before extraordinary items of HK$522 million and 2,160,000,000
Shares in issue prior to the Offering.

3) The calculation of the forecast earnings per Share on a proforma fully diluted basis for the financial year ending 30 June,
2004 is based on (i) a proforma forecast combined profit of HK$702 million, comprising the forecast combined profit (after
taxation and minority interests but before extraordinary items) of HK$700 million adjusted for the interest that would have
been earned from the estimated net proceeds of the Offering at a net after-tax interest rate of 1% per annum from 1 July,
2003 until 5 August, 2003 (being the day immediately before the expected date of receipt of the total net proceeds of the
Offering) and (ii) assumes that 2,880,000,000 Shares (being the number of Shares expected to be in issue immediately after
completion of the Offering, taking no account of any Shares which may be issued upon the exercise of the
Over-allotment Option or upon the exercise of the subscription rights attaching to the Warrants or upon the exercise of
options which may be granted under the Share Option Scheme or which may be allotted and issued or repurchased by the
Company pursuant to the general mandates for the allotment and issue or repurchase of Shares described in the paragraph
headed “Written resolutions of the sole Shareholder passed on 16 July, 2003” in Appendix IX) will be in issue throughout
the year.

4) The calculation of the forecast earnings per Share on a weighted average basis for the financial year ending 30 June, 2004 is
based on the forecast combined profit (after taxation and minority interests but before extraordinary items) of HK$700
million and the weighted average number of 2,809,180,328 Shares expected to be in issue during the year. This weighted
average number is based on the assumption that a total of 2,160,000,000 Shares will have been in issue from 1 July, 2003
until 5 August, 2003, and that a total of 2,880,000,000 Shares (being the same total number of Shares expected to be in
issue immediately after completion of the Offering as referred at Note (3) above) will be in issue from 6 August, 2003

throughout the remainder of the financial year.
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SUMMARY

OFFER STATISTICS

Based on an Offer Price Based on an Offer Price
of HK$4.10 per Share of HK$4.75 per Share

Market capitalisation™................cocooooiiiiiieceec e, HK$11,808 million HK$13,680 million
Adjusted net asset value per Share® HK$5.71 HK$5.87
Discount of Offer Price to adjusted net asset value per Share 28.2% 19.1%
Adjusted net tangible asset value per Share® ......................... HK$2.32 HK$2.48
Premium of Offer Price to adjusted net tangible asset value
PEI SHAT€.....oeiiiiiiiiiiiiiiii e 76.7% 91.5%
Estimated/Forecast price/earnings multiples®
Year ended 30 June, 2003
BasiC™ ..o 16.9 times 19.6 times
Year ending 30 June, 2004
Proforma fully diluted® ..........c.ccocooiiiriiiecceeeee, 16.8 times 19.5 times
Weighted average™ .............ccooooioiiiiiceeeeeeeeeee, 16.5 times 19.1 times
Notes:
(D) The figures for market capitalisation are based on 2,880,000,000 Shares expected to be in issue immediately after

@)

(€)

USE

completion of the Offering. The market capitalisation figures for the Shares do not take into account any Shares which may
be issued upon the exercise of the Over-allotment Option or upon the exercise of the subscription rights attaching to the
Warrants or upon the exercise of options which may be granted under the Share Option Scheme or which may be allotted
and issued or repurchased by the Company pursuant to the general mandates for the allotment and issue or repurchase of
Shares described in the paragraph headed “Written resolutions of the sole Shareholder passed on 16 July, 2003” in Appendix
IX.

The adjusted net asset value per Share and the adjusted net tangible asset value per Share have been arrived at after making
the adjustments referred to under “Financial Information — Adjusted Net Tangible Assets” and on the basis of the same total
of 2,880,000,000 Shares referred to in Note (1) above.

The estimated and forecast price/earnings multiples are based on the applicable estimated/forecast earnings per Share stated
above under “Profit Estimate for the Year Ended 30 June, 2003 and Profit Forecast for the Year Ending 30 June, 2004” and
on the stated Offer Prices of HK$4.10 per Share and HK$4.75 per Share as applicable.

OF PROCEEDS

The net proceeds of the Offering (after deduction of underwriting fees and estimated expenses

payable by the Company in relation to the Offering, assuming the Over-allotment Option is not exercised
and assuming an Offer Price of HK$4.425 per Share, being the midpoint of the estimated Offer Price
range of HK$4.10 to HK$4.75 per Share) are estimated to be approximately HK$3,021 million (and
HK$3,499 million, if the Over-allotment Option is exercised in full).

The Company currently intends to use the net proceeds from the Offering as follows:

. approximately HK$1,800 to 2,200 million of the net proceeds (exclusive of any proceeds from
the Over-allotment Option) are expected to be used towards investments in new toll roads,
bridges and related infrastructure projects which the Company intends to pursue;

. approximately HK$550 million of the net proceeds (exclusive of any proceeds from the Over-
allotment Option) are to be used for repayment of shareholder’s loans advanced by the
Hopewell Group for the Guangzhou E-S-W Ring Road Project;

. approximately HK$372 million of the net proceeds (exclusive of any proceeds from the Over-
allotment Option) are to be used for repayment of the outstanding bank loan from Bank of
China (Hong Kong) Limited; and

. the balance (inclusive of any proceeds from the Over-allotment Option) is expected to be used
for future corporate and general working capital purposes of the Group.
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SUMMARY

To the extent that the proceeds of the Offering are not immediately used for the purposes described
above, they will be placed on deposit with banks or other financial institutions or held as other treasury

instruments.

DIVIDEND POLICY

In the absence of unforeseen circumstances, the board of Directors intends to recommend and pay
total dividends in respect of the year ending 30 June, 2004 of not less than HK$0.225 per share.

Further details relating to dividends are contained in the section headed “Financial Information —
Dividend Policy”.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions have the

following meanings:

“Associate”

“Assured Entitlement Rights”

“BVI”
“CCASS”

“CCASS Broker Participant”
“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“CEPA”

“Citigroup”

“CKI”

“Companies Law”

)

“Companies Ordinance’

“Company”

“Director(s)”
‘AFPD”
“GDP”

“Group”

the meaning ascribed thereto in the Listing Rules

the right of Qualifying Hopewell Shareholders to receive by way
of special interim distribution in kind by Hopewell (free of
consideration and in recognition of the assured entitlements to
which shareholders of Hong Kong listed companies are entitled
under the Listing Rules in connection with “spin-off” listings)
Warrants in the ratio of 1 Warrant for every whole multiple of 10
Hopewell Shares respectively held by them on the Record Date

the British Virgin Islands

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a broker participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Broker Participant or a CCASS Custodian Participant or
a CCASS Investor Participant

the Closer Economic Partnership Agreement between the PRC and
Hong Kong signed on 29 June, 2003

Citigroup Global Markets Asia Limited (and, in relation to the
International Offer where the context admits, Citigroup Global
Markets Limited)

CKI Guangzhou Ring Roads Limited, a subsidiary of Cheung
Kong Infrastructure Holdings Limited

The Companies Law Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands

the Companies Ordinance (Chapter 32 of the Laws of Hong Kong)

Hopewell Highway Infrastructure Limited, a company
incorporated in the Cayman Islands on 14 January, 2003 with
limited liability

the director(s) of the Company

FPDSavills (Hong Kong) Limited

gross domestic product

the Company and its subsidiaries and, in respect of the period
before the Company became the holding company of its present
subsidiaries, the entities which carried on the business of the
present Group at the relevant time
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DEFINITIONS

“GS JV Contract”

“GS Superhighway”

“GS Superhighway JV”
“GS Superhighway PRC Partner”

“Guangdong-HK-Macau
Bridge-Tunnel Project”

“Guangzhou E-S-W Ring Road”

“Guangzhou Ring Road”

“HHI GS Superhighway Co”

“HHI Ring Road Co”

“HHI West Co”

“HHI West HK Co”

“HK$” and “cents”

“HKSCC”

“HKSCC Nominees”
“Hong Kong” or “HKSAR”
“Hong Kong GAAP”
“Hopewell”

a Sino-foreign co-operative joint venture contract originally
entered into between the GS Superhighway PRC Partner and HHI
GS Superhighway Co on 20 April, 1987 and subsequently
amended, and including the articles of association of GS
Superhighway JV

the Guangzhou-Shenzhen Superhighway, a 122.8 km closed
system asphalt-paved dual three lane expressway running between
Huanggang in Shenzhen and Guangdan in Guangzhou where it
connects to the Guangzhou E-S-W Ring Road

Guangzhou-Shenzhen-Zhuhai Superhighway Company Limited
Guangdong Provincial Highway Construction Company

a proposed bridge-tunnel system which would provide a vehicular
link between Zhuhai in Guangdong and Macau and Hong Kong,
as referred to in the Policy Agenda of the Second Term
Government of the HKSAR published on 8 January, 2003

the Guangzhou East-South-West Ring Road, a 38 km closed
system concrete-paved dual three lane expressway running along
the eastern, southern and western fringes of the Guangzhou urban
areas and connecting to the Northern Ring Road to form the
Guangzhou Ring Road

the inter-connected expressway ring road route around Guangzhou
formed by the Guangzhou E-S-W Ring Road and the Northern
Ring Road

Hopewell China Development (Superhighway) Limited, a
subsidiary of the Company incorporated in Hong Kong with
limited liability

Hopewell Guangzhou Ring Road Limited, a wholly-owned
subsidiary of the Company incorporated in the British Virgin
Islands with limited liability

Guangdong Hopewell Guangzhou-Zhuhai Superhighway
Development Limited, a subsidiary of the Company established as
a wholly foreign owned enterprise according to applicable PRC
laws

Hopewell Guangzhou-Zhuhai Superhighway Development Limited,
a wholly-owned subsidiary of the Company incorporated in Hong
Kong with limited liability

Hong Kong dollars and cents, respectively, the lawful currency of
Hong Kong

Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited

the Hong Kong Special Administrative Region of the PRC
generally accepted accounting principles in Hong Kong

Hopewell Holdings Limited
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DEFINITIONS

“Hopewell China”
“Hopewell Group”

“Hopewell Highway Infrastructure”
or “HHI”

“Hopewell Shares”

“IFRS”

“International Offer”

“International Offer Shares”

s

“International Underwriters’

“International Underwriting
Agreement”

“JV Contract”

“JV Enterprise”

“Latest Practicable Date”
“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

Hopewell China Development Limited
Hopewell and its subsidiaries but excluding the Group

the Company and its subsidiaries and, in respect of the period
before the Company became the holding company of its present
subsidiaries, the highway infrastructure business of the present
Group at the relevant time as carried on by the Group entities
which conducted that business

shares with par value of HK$2.50 each in the share capital of
Hopewell

International Financial Reporting Standards promulgated by the
International Accounting Standards Board (“IASB”). IFRS
includes International Accounting Standards (“IAS”) and
interpretations

the offer of International Offer Shares to professional, institutional
and other investors as further described in the section headed
“Structure of the Offering”

648,000,000 new Shares (subject to adjustment as described under
“Structure of the Offering”) which are the subject of the
International Offer together, where relevant, with any additional
new Shares to be issued pursuant to the Over-allotment Option

the underwriters of the International Offering whose names are set
out in the section headed “Underwriting — International
Underwriters”

the underwriting agreement relating to the International Offer
expected to be entered into on or about 31 July, 2003 between,
among others, the Company, Citigroup and the International
Underwriters, as further described in the section headed
“Underwriting”

with respect to any relevant Project, the GS JV Contract, the Ring
Road JV Contract or the Phase 1 West JV Contract, as the context
requires

with respect to any Project, the joint venture enterprise which is
developing or operating the relevant road, being the GS
Superhighway JV, the Ring Road JV or (when established) the
Phase 1 West JV, as the context requires

18 July, 2003
the Listing Committee of the Stock Exchange

the date on which dealings in the Shares and Warrants on the
Stock Exchange first commence

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited

the Macau Special Administrative Region of the PRC
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DEFINITIONS

“Northern Ring Road”

“Offer Price”

“Offer Shares”
“Offering”

“Over-allotment Option”

“Parsons Brinckerhoff”

“Pearl River Delta” or “PRD”

“Phase 1 West”
“Phase 1 West PRC Partner”

“Phase 1 West JV”

“Phase 1 West JV Contract”

“PRC”

“PRC GAAP”

“Price Determination Date”

“Projects”

“Public Offer”

Guangzhou’s northern by-pass to which the eastern and western
ends of the Guangzhou E-S-W Ring Road connect

the final price per Offer Share (exclusive of brokerage, the Stock
Exchange trading fee, the SFC transaction levy and investor
compensation levy) at which the Offer Shares are to be issued and
sold pursuant to the Offering, to be determined as described under
“Structure of the Offering — Offer Price under the Public Offer”

the Public Offer Shares and the International Offer Shares
the Public Offer and the International Offer

the option expected to be granted by the Company to Citigroup on
behalf of the International Underwriters pursuant to the
International Underwriting Agreement, to require the Company to
issue up to an aggregate of 108,000,000 additional Shares at the
Offer Price in connection with over-allocations in the International
Offer and other stabilizing action in respect of the Shares

Parsons Brinckerhoff (Asia) Ltd.

the region commonly referred to by that name, located at the
mouth of the Pearl River in the southern part of Guangdong
Province in the PRC as illustrated in maps contained in this
prospectus, having an area of approximately 41,698 sq. km and
excluding Hong Kong and Macau

the 14.7 km Guangzhou to Shunde section of the Western Delta
Route

Guangdong Provincial Highway Construction Company

Guangdong Guangzhou-Zhuhai West Superhighway Company
Limited, application for the establishment of which is currently in
progress

a Sino-foreign co-operative joint venture contract expected to be
entered into between the Phase 1 West PRC Partner and HHI West
HK Co, and including the articles of association of the Phase 1
West JV

the People’s Republic of China excluding, for the purposes of this
prospectus, Hong Kong, Macau and Taiwan

generally accepted accounting principles in the People’s Republic
of China

the date, expected to be on or around 31 July, 2003, on which the
Offer Price is fixed for the purpose of the Offering

the toll expressway projects in which the Company has an
economic interest

the offer of Public Offer Shares for subscription by the public in
Hong Kong at the Offer Price, on and subject to the terms and
conditions stated herein and in the related application forms
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DEFINITIONS

“Public Offer Shares”

“Public Offer Underwriters”

“Public Offer Underwriting

Agreement”

“Qualifying Hopewell
Shareholders”

“Record Date”

“Regulation S”

“Reorganisation”

“Ring Road JV”
“Ring Road JV Contract”

“Ring Road JV Partners”
“Ring Road PRC Partner”
“Renminbi” or “RMB”
“Rule 144A”

“SAFE”
“SFC”
“SFO”

“Share Option Scheme”

“Shareholders”

“Shares”

“Shenzhen”

72,000,000 new Shares (subject to adjustment as described under
“Structure of the Offering”) being offered for subscription under
the Public Offer

the underwriters of the Public Offer whose names are set out in
the section “Underwriting — Public Offer Underwriters”

the underwriting agreement dated 25 July, 2003 relating to the
Public Offer and entered into between, among others, the
Company, Citigroup and the Public Offer Underwriters as further
described under “Underwriting”

holders of Hopewell Shares whose names appeared on the register
of members of Hopewell at the close of business on the Record
Date, other than those whose addresses on such register at the
close of business on the Record Date were outside Hong Kong

16 July, 2003

Regulation S of the U.S. Securities Act, as amended from time to
time

the reorganisation of the Group in preparation for the Offering,
details of which are set out in the paragraph headed “Corporate
Reorganisation” in Appendix IX

Guangzhou E-S-W Ring Road Company Limited

a Sino-foreign co-operative joint venture contract dated 23
November, 1992 (and subsequently amended) by which the Ring
Road PRC Partner, HHI Ring Road Co and CKI are bound, and
including the articles of association of the Ring Road JV

CKI and the Ring Road PRC Partner
Guangzhou City Tongda Highway Company
the lawful currency for the time being of the PRC

Rule 144A under the U.S. Securities Act, as amended from time to
time

the PRC State Administration of Foreign Exchange
the Securities and Futures Commission of Hong Kong

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

the share option scheme approved by the Company on 16 July,
2003, the principal terms of which are summarised in the section
headed “Share Option Scheme” in Appendix IX

holders of Shares

shares of nominal value HK$0.10 each in the capital of the
Company

the Shenzhen Special Economic Zone of the PRC
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DEFINITIONS

“Shunde 105~

“Shunde Roads”

“Sponsor”
“Stock Exchange”
“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“US$” or “U.S. dollar”
“USA”, “U.S.” or “United States”

“US GAAP”
“U.S. Securities Act”

“Warrantholders”

“Warrants”

“Western Delta Route”

“WTO”

the Shunde section of National Highway 105 comprising a 31.5
km open system class I highway between the western approach of
the Bijiang Bridge and the northern approach of the Xijiao Bridge

an open system network of four interconnected class I highways,
and eight principal bridges, with a combined length of 102.4 km
in Shunde, Guangdong Province consisting of Sanle Road,
Longzhou Road, Bigui Road and Baian Road

Citigroup Global Markets Asia Limited
The Stock Exchange of Hong Kong Limited

the three years ended 30 June, 2002 and ten months ended 30
April, 2003

the Public Offer Underwriters and the International Underwriters

the Public Offer Underwriting Agreement and the International
Underwriting Agreement

the lawful currency of the United States of America

the United States of America, its territories, its possessions and all
areas subject to its jurisdiction

generally accepted accounting principles in the United States
the U.S. Securities Act of 1933, as amended from time to time

persons who are for the time being registered in the register of
holders of Warrants maintained by the Warrant registrar as holders
of Warrants

warrants of the Company to be created and distributed to the
Qualifying Hopewell Shareholders by way of special interim
distribution in kind by Hopewell (on the basis described in this
prospectus) entitling the holder to subscribe for new Shares at any
time from the Listing Date up to and including the day
immediately preceding the third anniversary of the Listing Date;
each such warrant will confer the right to subscribe an amount
equivalent to the Offer Price for Shares at an initial subscription
price equivalent to the Offer Price (subject to adjustment): the
Warrants will be listed on the Stock Exchange and the principal
terms of the Warrants are summarised in Appendix VII

the route for a proposed network of approximately 58 km of dual
three lane toll-expressways which would be a major transportation
route in the western PRD, linking Guangzhou to Zhongshan, and
of which Phase 1 West is one part

the World Trade Organisation
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GLOSSARY

The glossary contains explanations of certain terms and definitions used in this prospectus in
connection with the Group and its business. The terms and their meanings may not correspond to
standard industry meaning or usage of these terms.

In this prospectus, the words “road” and “highway” have the same meaning and an “expressway”
is a road of the highest grade.

“expressway” "

a divided road with full access control for vehicles (including
motorcycles) connecting particularly important political and

economic centres

“class ") a divided road generally with partial access control for vehicles
(including motorcycles) connecting important political and
economic centres with key industrial and mining districts,
harbours and airports

“class 11"V a road serving as a major link between political and economic
centres, large industrial and mining districts, harbours, airports
and major communication centres

“class II1"" a road connecting municipalities and counties
“class TV”" a road connecting counties, towns and villages

“closed system” a toll system in which all vehicles entering the system are known
and recorded, and for which tolls are calculated by reference to
the distance travelled on the expressway

“open system” a toll system where a fixed toll is collected at each toll plaza on
the highway. Vehicles travelling on the highway must stop at each
toll plaza and pay the fixed toll. After paying a toll the vehicle is
free to leave the highway or continue to the next toll plaza

“IC card” a smart card utilising contactless integrated circuit technology
which is issued to drivers on entry, and used to record and
determine information relevant to computation of tolls on the
Group’s closed system highways

Note:
(1) These definitions are according to the Highways Engineering Standard JTJ 01-88 Ministerial Standard of the Ministry of
Communications, PRC, 1995 edition.
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RISK FACTORS

Prospective applicants for the Offer Shares should consider carefully all of the information set
out in this prospectus and, in particular, the following risk factors in connection with an investment in
the Company.

RISKS RELATING TO THE BUSINESS OF THE GROUP

Lack of a majority or controlling interest in the Projects

The Company develops and operates the Projects through co-operative joint ventures. Co-operation
and agreement with joint venture partners are important factors for the smooth operation and financial
success of the Group’s Projects. The Group does not have a majority or controlling interest in any of the
JV Enterprises, and the Group’s ability to control the policies and decisions of the JV Enterprises
depends on agreement with the Group’s joint venture partners and the rights of the Group under the JV
Contracts. Disputes among the partners and any failure by joint venture partners to observe applicable
provisions of JV Contracts could materially affect the Group’s results of operations.

A decline in traffic volume may adversely affect the revenue and earnings of the Group

Revenue from the Group’s toll expressways is principally dependent upon the number of motor
vehicles using such roads and the applicable toll regime (see “The toll regime significantly impacts the
Group’s revenues and is regulated by government authorities” below).

Traffic volume is directly and indirectly affected by a number of factors, including the availability,
quality, proximity and toll rate differentials of alternative roads, the existence of other means of
transportation, including rail and waterway, fuel prices, taxation and environmental regulations. Although
the Company believes that its toll expressways offer advantages over alternative roads, there is no
assurance that such other roads or modes of transportation will not significantly improve their services
and reduce their charges, and consequently adversely affect the revenue and earnings of the Group.

The volume of traffic on a given toll road is also influenced by the basis and extent of the road’s
connection with other parts of the local and national highway network. There can be no assurance that
future changes in the highway system and network in Guangdong Province and, in particular, the PRD,
will not adversely affect the traffic volume on the Group’s toll expressways.

Future growth in traffic volume is expected to depend on the continued economic growth and
development policies of the PRC, Guangdong Province and, in particular, the PRD and the principal
cities and counties within the PRD. Any adverse changes in these economies may adversely affect the
traffic volume on the Group’s toll expressways.

Parsons Brinckerhoff has been engaged as the independent traffic consultant to conduct an
independent traffic and revenue study for the Group’s roads. See “Appendix VI — Traffic Consultant’s
Report”. The respective traffic and revenue projections of the Group’s toll expressways by Parsons
Brinckerhoff were prepared using such analytical methods and models as were considered appropriate by
Parsons Brinckerhoff. The projections were based on, among other things, certain assumptions regarding
sociological, demographical and economic trends in Guangdong Province and the PRD. There can be no
assurance that assumptions used in developing such projections, which include the absence of any
adverse regulatory actions by the PRC Government, completion of new connections and market
acceptance of the toll rate levels, will prove to be accurate. There can be no assurance that actual traffic
volume will be in line with the projected traffic volume. Any significant shortfall in actual traffic volume
may have a material adverse effect on the Group’s revenue and earnings.
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RISK FACTORS

The Group’s results of operations may be affected by competing roads and bridges and other
modes of transportation

The Group’s results may in the future be affected by competing routes of comparable quality to its
roads and bridges and alternative modes of transportation.

The Guangdong Provincial Government and certain municipal governments in the Guangdong
Province have announced plans for possible roads in the Guangdong Province, some or all of which
might compete with the Group’s roads. See “Competition” in “The Road Projects — The Guangzhou-
Shenzhen Superhighway”, “The Road Projects — The Guangzhou East-South-West Ring Road” and “The
Road Projects — Phase 1 West”. In particular, if the new highway along the eastern PRD coast-line is
developed (see “The Road Projects — The Guangzhou-Shenzhen Superhighway — Competition —
Existing and potential competing roads”), it may provide an alternative to the GS Superhighway for
traffic between Guangzhou and Shenzhen and may have an impact on GS Superhighway’s revenue (see
“Toll Road Traffic and Revenue Study in Pearl River Delta — Sensitivity” in the traffic consultant’s
report set out in Appendix VI). Although the Company believes that there are significant practical and
commercial barriers to effective direct competition with its roads, there can be no assurance that existing
roads or modes of transportation will not significantly improve their services or reduce their charges, or
that alternative roads will not be built which may charge lower tolls or provide more direct routing to
locations served by the Group’s toll expressways, which may adversely affect the results of operations of
the Group.

Certain ancillary government approvals are outstanding for the GS Superhighway and Guangzhou
E-S-W Ring Road Projects

The Group has been advised by its PRC lawyers that all material approvals for the GS
Superhighway and Guangzhou E-S-W Ring Road Projects have been obtained from appropriate
authorities, except:

(a) in relation to the GS Superhighway, approvals from Guangdong Provincial Government and/or
other relevant authority for amendment of the GS JV Contract in respect of payment of
accruing returns on investment after 1 January, 2002;

(b) in relation to the GS Superhighway, the Certificates of Building Ownership for the units of
Jiaxing Building which the GS Superhighway JV has a contractual right to own;

(c) in relation to the Guangzhou E-S-W Ring Road, the land use rights certificates or other title
documents for the sections of the road located within Guangzhou; and

(d) in relation to land within certain interchanges of the GS Superhighway, the land use rights
certificates have not been issued as the Group is still discussing with the PRC authorities as
to the permitted use of such land in addition to their use for pure interchange purposes.

Except for (a) above, all these outstanding ancillary approvals have been applied for, and the
Company expects such approvals to be duly obtained in due course. However, there can be no assurance
that such approvals will be obtained, and any failure to obtain any such approval might or might not
have an adverse effect on the Group’s operations and/or financial position.

Capital expenditure on completed Projects may be unpredictable, and the operation of the Group’s
toll expressways may be affected by events outside the Group’s control

As operator of a toll expressway, each of the JV Enterprises is responsible at its own cost for the
maintenance and repair of its toll expressway throughout the operating concession period. The continuing
repair and maintenance of any highway or bridge involves significant and potentially unpredictable
expenditure. There can be no assurance that the Group’s operations and financial position may not be
adversely affected at some time by significant unforeseen capital expenditure requirements.
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RISK FACTORS

There will be capital costs in implementing the system changes likely to be necessitated by
proposals for new toll collection arrangements affecting toll expressways in Guangdong Province which
are expected to involve the introduction of a provincial toll pass in parallel with existing toll collection
arrangements (see “Proposed new toll collection arrangements have consequential risks and uncertainties”
below). Although the Company has no reason to believe that such costs would be material in the context
of total toll receipts from the Group’s roads, there can be no assurance that significant costs will not be
involved or that the revenues and earnings and financial position of the Company may not be adversely
affected.

The condition and operation of the Group’s toll expressways may be affected by catastrophic events
such as serious adverse weather, natural disasters, epidemics and major road accidents. To date, no
material events of this nature have adversely affected the operation of any of the Group’s roads.
However, if the condition or operation of the Group’s toll expressways were seriously affected as a result
of any such events, the revenue and earnings and financial position of the Company may be adversely
affected.

The JV Enterprises maintain insurance cover which the Directors consider, based on the advice of
the Group’s insurance advisers, to be appropriate to the operations and circumstances of the Group’s
Projects, including public liability, property all-risk and money all-risk cover. The Phase 1 West Project
(and, when established, the Phase 1 West JV) has the benefit of construction all-risk and third party
liability cover in respect of the Project’s development. However, neither the Group nor the JV Enterprises
maintain loss-of-profits cover in respect of such events and there is never any guarantee that insurance
cover can be renewed on satisfactory terms or at all.

The JV Enterprises have significant borrowings and therefore the Group’s financial performance
could be affected by general economic conditions and factors

The Group’s Project interests are held through the JV Enterprises, all of which have significant debt
obligations under bank loans borrowed to finance or refinance project costs.

All existing borrowings of the JV Enterprises are outstanding on variable interest rate terms under
which interest rates will be adjusted according to market movements in interest rates. It has not been the
Group’s or the JV Enterprises’ policy to hedge against movements in interest rates. Any significant
increase in interest rates could have a significant adverse effect on the Group’s revenues and earnings.

The existing borrowings of the JV Enterprises are currently scheduled to be repaid over periods
significantly shorter than the concession periods for the Group’s roads. Accordingly, this will reduce the
availability of cash flow to fund working capital requirements, capital expenditures and other general
corporate requirements.

A significant portion of the outstanding borrowings of the GS Superhighway JV is denominated in
U.S. dollars. The registered capital contributed to the GS Superhighway JV by the Group is denominated
in Hong Kong dollars. The JV Enterprises, which operate the Group’s toll expressways, receive all of
their revenues in Renminbi, and the financial statements and earnings of the JV Enterprises are expressed
in Renminbi. Accordingly, the financial condition and results of operations of the JV Enterprises and the
Group will be affected by changes in the value of those currencies other than Renminbi in which relevant
obligations are denominated. In particular, any devaluation of the Renminbi is likely to affect the JV
Enterprises’ and the Group’s ability to repay and service foreign currency-denominated obligations.

Toll receipts may be affected by the integrity of the toll collection systems

The possibility exists for loss or reduction of revenue if the controls on toll collection are
inadequate to ensure that the correct tolls are collected and duly received by the relevant JV Enterprise
from all relevant vehicles which are obliged to pay tolls.
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The GS Superhighway and the Guangzhou E-S-W Ring Road are closed system expressways with
computerised toll validation. All of the Group’s toll expressways utilise computerised surveillance
systems and strict checks and balances are in place to ensure staff accountability. There can be no
assurance, however, that such controls and systems will remain adequate in the future and that toll
receipts and consequently the Group’s revenues and results of operation would not be adversely affected.
In particular, there are proposals for new toll collection arrangements affecting toll expressways in
Guangdong Province which are expected to involve the introduction of a provincial toll pass in parallel
with existing toll collection arrangements but which have not yet been fully developed. (See “Proposed
new toll collection arrangements have consequential risks and uncertainties” below).

The Company will be controlled by Hopewell, whose interests may differ from those of the
Company’s other shareholders

Immediately following the Offering (and assuming that the Over-allotment Option is exercised in
full), Hopewell will own a total of approximately 72.3% of the Company’s issued share capital. This
ownership percentage will enable Hopewell to elect the Company’s entire board of directors without the
concurrence of any of the Company’s other shareholders. Accordingly, Hopewell will be in a position
(subject to applicable Cayman Islands laws and regulations and relevant provisions of the Company’s
articles of association) to:

. control the policies, management and affairs of the Company;

. determine the timing and amount of dividend payments;

. adopt amendments to certain of the provisions of the Company’s articles of association; and
. otherwise determine the outcome of most corporate actions, including the enforcement of

indemnities against Hopewell, and, subject to the requirements of the Listing Rules, cause the
Company to effect corporate transactions without the approval of minority shareholders.

Hopewell’s interests may sometimes conflict with those of the Company’s minority shareholders.
There can be no assurance that Hopewell, as controlling shareholder, will always vote its shares in the
same way as the Company’s other shareholders.

RISKS RELATING TO PHASE 1 WEST AND FUTURE PROJECTS

Approvals, JV Contract and financing remain to be concluded

The development of a major infrastructure project typically requires substantial funding and several
years of construction. In the PRC, road infrastructure projects also involve a complex and lengthy
process of formal official and governmental authorisations and approvals as well as significant
administrative and logistical difficulties concerning acquisition and usage of land rights. In-principle
financing commitments have been obtained in relation to Phase 1 West which are expected to be
confirmed in due course with formal binding facilities. Various approvals for the Phase 1 West Project
have yet to be obtained from appropriate authorities, including the formal approval for the restructuring
of the Western Delta Route project which is required from the Guangdong Commission of Foreign Trade
and Economic Cooperation (“Guangdong COFTEC”) or its successor. In addition, although the terms of
the Phase 1 West JV Contract have been substantially settled as between the parties, there can be no
assurance that the Phase 1 West PRC Partner will enter into the Phase 1 West JV Contract or that the
terms of the JV Contract will not change before the Phase 1 West JV is established.

The necessary approvals from Guangdong COFTEC have been applied for and preliminary approval
has been obtained. Following completion of the various formal notifications required to be given to
certain creditors, the Company expects the final approval to be duly obtained in due course (see “The
Road Projects — Phase 1 West — Approval Process for Phase 1 West”). However, there can be no
assurance that such approvals will be obtained either in the terms applied for or at all, and any failure to

31



RISK FACTORS

obtain any such approval could have an adverse effect on the Group’s operations and financial position.
Furthermore, there can be no guarantee in relation to any other possible future projects that financing can
be obtained, either on satisfactory terms or at all, or that requisite approvals for the project can be
obtained at the necessary time.

Cost overruns and delays may adversely affect the Group’s results of operations

Considerable capital expenditure is required for most road projects during the construction period
and it generally takes several years for a project to be completed and to begin generating income. The
construction period and the capital required to complete any given project may be affected by different
factors, including delay in land acquisition, shortages of construction materials, equipment and labour,
bad weather conditions, natural disasters, disputes with workers or contractors, accidents, changes in
government policies and other unforeseen difficulties or circumstances. Delay in completion of a
particular project may result from any such events, resulting in cost overruns and loss of income.
Significant delays and cost overruns in road construction may adversely affect the earnings and cashflow
of a toll road operator.

Phase 1 West is expected to be completed by mid-2004. However, notwithstanding fixed price
construction and land acquisition contracts, Phase 1 West may experience cost overruns or delays in its
completion and any significant cost overruns or delays in completion of the Project may adversely affect
the results of operations of the Group.

Future growth prospects will be affected by the Group’s ability to develop new projects and the
pursuit of new projects may not be successful

The future growth prospects of the Group will depend to some extent upon its ability to develop
further infrastructure projects. The development of future projects could be affected by many factors,
including general political and economic conditions in the PRC, prevailing interest rates, construction
cost and the cost and availability of necessary land or land use rights. The Group’s capability to develop
further projects will depend on its ability to obtain relevant government approvals, to reach agreement
with potential joint venture partners on satisfactory commercial and technical terms and to enter into
binding contracts with such parties. While the Group is experienced in conducting such negotiations, it
cannot guarantee success with respect to any particular project. Each project will also require certain
government consents and approvals as part of the development process, the obtaining of which cannot be
guaranteed.

In particular, there can be no assurance that the development of the bridge-tunnel project
connecting Zhuhai in Guangdong and Macau with Hong Kong will proceed or that if it does proceed, the
Company would have the opportunity to participate in such project either on terms satisfactory to it or at
all. Furthermore, in order for Phases 2 and 3 of the Western Delta Route to proceed, a number of key
matters such as route alignment and terms of concession will require to be further negotiated and
finalised with the relevant PRC authorities, and there can be no assurance that such matters can be
resolved, either on satisfactory terms or at all, or that Phases 2 and 3 will proceed at all. There can also
be no assurance that the Group’s future projects will provide terms that are equivalent to or as favourable
as the Group’s existing Projects. However, the Company will only pursue opportunities which the
Company believes will generate a satisfactory return on investment. Failure to develop new projects will
adversely affect the Group’s growth prospects.

RISKS RELATING TO DIVIDENDS AND CASH FLOW

Dividend payments by the Company to Shareholders are dependent on profit distributions from the
Group’s JV Enterprises in the PRC

The Group’s revenues and the availability of profits which may be distributed by the Company will
be significantly dependent on revenues and distributions of profits from the Projects operated by the JV
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Enterprises. The profits available for distribution by the Company to its Shareholders are therefore
dependent on profits available for distribution to the Group by the JV Enterprises. Profits of the JV
Enterprises are determined in accordance with PRC GAAP and the terms of the JV Contracts. Such
profits differ from those that would be reached using IFRS in certain significant respects, including the
use of different bases of recognition of revenue and expenses. In addition, under the relevant PRC
financial regulations, profits available for distribution are determined after transfers to statutory reserve
funds required under PRC law.

Distributions by the JV Enterprises require the unanimous approval by the board of directors
present at a board meeting of the relevant JV Enterprise in accordance with the terms of the JV
Contracts. Each joint venture partner’s entitlement to the relevant JV Enterprise’s profit, net cash flow or
net operating income (as the case may be) is fixed by the relevant JV Contract. In addition to the
requirement that there are sufficient profits available for distribution, the ability of the JV Enterprises to
make distributions to the Group will depend on availability of cash, after taking into account, among
other things, capital expenditure and debt service commitments of the relevant JV Enterprise. The
financing agreements governing the loan facilities extended to the various JV Enterprises also contain
provisions which may restrict profit distributions to the Group by reference to, among other things, the
total cash reserve of the relevant JV Enterprise at the relevant time (see sections on financing
arrangements in “The Road Projects”). Under current PRC foreign exchange regulations, the JV
Enterprises will be able to make profit distribution payments in foreign currency without prior approval
from SAFE by complying with certain procedural requirements. However, there can be no assurance that
this will remain the case (see “Government control of currency conversion may adversely affect the
Group’s operations and financial results” below). As such, if there are little or no profit distributions by
the JV Enterprises, dividend payments by the Company to its Shareholders will be adversely affected.

The Group’s depreciation costs are variable and subject to traffic volume

Each of the Group’s JV Enterprises depreciates its fixed assets in a straight line manner. However,
consistent with IFRS, the Group adopts the rate of usage method, which is calculated to write off costs,
commencing from the date of commencement of commercial operations, based on the ratio of actual
traffic volume compared to the total expected traffic volume over the remainder of the relevant
concession period. Given a specific concession period, which is usually dictated by the joint venture
period and therefore varies from one project to another, the annual depreciation charge is dependent on
actual usage relative to the projected traffic volume for the remaining concession period for the particular
project. The projected traffic volume is derived from the Group’s estimates which are based on
independent and/or internal research. However, in each case, the actual traffic volume achieved could be
different which would affect the Group’s results of operations.

Inter-company dividend transactions prior to the separate existence of the Group are not
representative of future dividend policy

During the year ended 30 June, 2002, the Group had declared an inter-company dividend of
HK$2,200 million which was left outstanding on current account in favour of the Hopewell Group. No
cash dividend was paid. Of their very nature, such historic inter-company transactions will not be
representative of future dividend payments. The amounts left outstanding on current account have
subsequently been capitalised as part of the reorganisation leading to the separate establishment of the
Group in anticipation of the Offering or repaid out of the net proceeds of the Offering (see “Financial
Information — Management’s Discussion and Analysis of Financial Condition and Results of Operations
— Statement of Indebtedness and Contingent Liabilities — Inter-company items”). The Company’s
dividend policy is described in “Financial Information — Dividend Policy”.
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RISKS RELATING TO PRC TOLL ROAD SECTOR

The toll regime significantly impacts the Group’s revenues and is regulated by government
authorities

All toll rates for the Group’s toll expressways are subject to the regulation of the relevant
government authorities. Toll rates require approval by the Guangdong Provincial Price Bureau and the
Guangdong Provincial Communications Bureau and the toll rates are based on vehicle classification and
a stepped scale in multiples of the base charge for the smallest category of vehicles. For closed system
expressways, toll rates are in the form of a rate per km travelled. The relevant JV Enterprise can propose
or apply for rate changes. Factors taken into account by the Guangdong Provincial Price Bureau and the
Guangdong Provincial Communications Bureau when setting toll rates or approving rate changes include
traffic flow, construction costs of the expressways, prospective recovery period of investment, loan
repayment terms, inflation rate, management, operation and maintenance costs of the expressways and
affordability to end-users. While the Guangdong Provincial Price Bureau and the Guangdong Provincial
Communications Bureau have in the past approved applications for toll rate increases made by the JV
Enterprises, there can be no assurance that the Guangdong Provincial Price Bureau and the Guangdong
Provincial Communications Bureau will approve a future request in a timely manner or at all or that the
Guangdong Provincial Price Bureau and the Guangdong Provincial Communications Bureau or any other
governmental authority will not at any time request a toll rate reduction.

Pursuant to a notice issued by the Guangdong Provincial Government in January, 1998, all vehicles
which pass toll payment points on toll roads in Guangdong Province are required to pay tolls at the
prescribed rates, except for certain exempted vehicles (which currently include military vehicles, fire
engines, police vehicles, ambulances and hearses which are on duty, as well as vehicles which are
exempted from paying road maintenance fees by the Guangdong Provincial Government). For the year
ended 30 December, 2002, exempted vehicles constituted, in the aggregate, approximately 3.9% of all
vehicles using the Group’s toll expressways. There can be no assurance that categories or number of
exempted vehicles will not increase such that toll receipts are materially adversely impacted.

Changes to the provincial government’s transportation-related policies may impact the Group’s
revenues and earnings

The Group’s operations, along with those of other toll road operators in the PRC, are sensitive to
changes in the PRC Government’s policies relating to all aspects of the transportation sector, for
example, provincial and municipal transportation networks, traffic regulation, licensing and registration of
vehicles, transfers of operating rights, toll regime and the planning, development, construction and
management of highways in the PRC. There is no assurance that changes in such policies would not have
an adverse effect on the revenue or results of operations of the Group.

Pursuant to a directive dated 23 April, 2003 issued by the Ministry of Communications, all toll
roads in the PRC have to comply with the vehicle classification system set out in the directive (i.e.
passenger vehicles are to be classified according to number of passenger seats and goods vehicles are to
be classified according to tonnage). While this recent directive has no noticeable effect on the revenue or
results of operations of the Group, there can be no assurance that future directives, notices or changes in
the government’s transportation-related policies would not have an adverse effect on the revenue or
results of operations of the Group.

Proposed new toll collection arrangements have consequential risks and uncertainties

Proposals have been announced for the phased introduction in Guangdong Province of new toll
collection arrangements aimed at increasing traffic efficiency on toll expressways in the province, which
are expected to involve the introduction, in parallel with existing toll collection arrangements, of a
provincial toll pass, and the establishment of non-stop toll lanes. See “The Road Projects — Guangzhou-
Shenzhen Superhighway — Operations — Recent Developments”. The Company expects that
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introduction of the new arrangements will involve capital expenditure on, among other things, adapting
toll plazas to accommodate dedicated toll pass lanes as well as new computer-based systems to monitor
usage and calculate toll entitlements. There is no assurance that the costs involved would not have an
adverse impact on the Group’s results of operations.

The proposals will also change the arrangements by which the JV Enterprises receive toll receipts
in respect of vehicles using provincial toll passes. The details of the arrangements have yet to be
finalised and, as such, there can be no certainty as to the consequences of such arrangements on the JV
Enterprises, including without limitation the timing of payment of tolls collected by a new central
collection agency to the JV Enterprises and related costs and charges. There can be no assurance that the
Group’s revenues and results of operations will not be adversely affected.

The Company expects to implement the proposals in 2004. Initial system errors and deficiencies
may occur during implementation. There can be no assurance that any losses due to such errors and/or
deficiencies would not have an adverse impact on the Group’s financial condition and results of
operations.

The imposition of restrictions or onerous requirements by governmental authorities could adversely
affect the Group’s Projects

The entitlements of the JV Enterprises to operate the Group’s roads and to collect tolls are
governed by the relevant JV Contract and depend on the concessions established by the JV Contracts.
Each of the Group’s JV Contracts has been approved by all appropriate PRC governmental authorities
and each of the Group’s PRC partners is a State-owned enterprise established with the authorisation of
the relevant provincial or municipal government. For these reasons, the Company has no reason to
consider it likely that the terms of any of the JV Contracts for the Projects will be altered at the
instigation of governmental authorities without the Group’s consent. However, there can be no assurance
that such an event may not occur, and the imposition by governmental authorities of any onerous or
adverse change to such arrangements could have an adverse effect on the Group’s financial position and
results of operations.

The Group’s Projects form an integral part of the development of the highway network within the
PRD. The development of this wider network involves, among other things, the construction of other
roads which will connect to, and act as feeders for, the Group’s expressways. Such new connections will
typically serve to enhance traffic volume on the Group’s expressways consistent with the Group’s
strategies. Since completion of the GS Superhighway, there have been a further four expressways
subsequently connected to it. In each case, the GS Superhighway JV has been consulted in advance by
the governmental authority having responsibility for the particular development, and terms satisfactory to
the Group have been agreed for the allocation and sharing of costs of the inter-connection. However,
there can be no guarantee that future connections to the Group’s expressways, or other developments
adjacent to or affecting the Group’s expressways, will be carried out on a basis satisfactory to the Group.
Accordingly, there can be no assurance that a future dispute, or inability to reach satisfactory agreement,
with governmental authorities or other parties concerning any such new development could not have an
adverse effect on the Group’s financial position or results of operations.

RISKS RELATING TO THE PRC

Economic, political and social conditions, as well as government policies, in the PRC could affect
the Group’s results of operations

The economy of the PRC has been transitioning from a planned economy to a more market-oriented
economy and the PRC Government has been pursuing economic reform policies emphasising greater
decentralisation and generally encouraging private economic activity for over a decade.
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Although the Company believes that the overall effect of the economic reforms adopted by the PRC
Government on the economic development of the PRC has been positive, there can be no assurance that
such measures, or other policies to be adopted in the future, will be effective or consistently applied.
Furthermore, some of these measures/policies benefit the overall economy of the PRC, but may also have
a negative impact on the Group. For example, the Group’s results of operations and financial condition
may be adversely affected by government control over capital investments or changes in tax regulations
applicable to the JV Enterprises or the Group.

The PRD has benefited from a range of special policies designed to encourage foreign investment.
The rapid development of the PRD over the past 15 years has been in part due to large-scale foreign
investment, especially from Hong Kong and Taiwan, and particularly in export-oriented manufacturing.
No assurance can be given that the PRC Government will continue to pursue the special policies
benefiting the PRD or that such policies may not be significantly altered. If any such change in policies
were to occur which adversely affected the growth of the region, toll receipts from Projects, or the rate
of growth in toll receipts, would also be adversely affected.

The PRC legal system has inherent uncertainties that may limit the legal protections available to
the Group

The PRC Government has been developing a comprehensive system of commercial laws, and
considerable progress has been made in introducing laws and regulations dealing with economic matters
such as foreign investment, corporate organisation and governance, commerce, taxation and trade. There
remain, however, material differences between the company, securities, investment and tax laws and
regulations of the PRC and those of most Organisation for Economic Co-operation and Development
(“OECD”) countries. In addition, the PRC legal system is based on statutes, and court cases do not
constitute binding precedents. As these laws, regulations and legal requirements are relatively new and
because of the limited volume of published case law and judicial interpretations and the non-binding
nature of prior court decisions, the interpretation and enforcement of these laws, regulations and legal
requirements involve uncertainties. These uncertainties could limit the legal protection or recourse
available to the Group.

The preferential tax treatment applicable to the Projects may not continue

In order to encourage foreign investment in the PRC, certain Sino-foreign joint ventures, including
the Group’s JV Enterprises, have enjoyed preferential tax treatment in the past years. (See “The Road
Projects — The Guangzhou-Shenzhen Superhighway — Taxation”, “The Road Projects — The
Guangzhou East-South-West Ring Road — Taxation” and “The Road Projects — Phase 1 West —
Taxation”). No assurance can be given that the current policy in the PRC with respect to such
preferential treatment will continue or that the existing preferential tax treatment enjoyed by the JV
Enterprises will not be cancelled or unfavourably amended.

Government control of currency conversion may adversely affect the Group’s operations and
financial results

The JV Enterprises which operate the Group’s toll expressways receive all of their revenues in
Renminbi, which currently is not a freely convertible currency. A portion of these revenues must be
converted into other currencies to meet the JV Enterprises’ own foreign currency obligations. These
foreign currency-denominated obligations include:

. payment of interest and principal on foreign currency-denominated debt;

. payment of profit distributions to foreign joint venture partners as and when such profit
distributions are, or may be, resolved to be made;
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. repatriation of capital contribution to foreign joint venture partners of co-operative joint
ventures; and

. payment of return on investment contributed by foreign joint venture partners.

Under the PRC’s existing foreign exchange regulations, the JV Enterprises will be able to undertake
current account foreign exchange transactions, including profit distribution payments, without prior
approval from SAFE by complying with certain procedural requirements. However, there can be no
assurance that the PRC Government will not impose more onerous procedural requirements in the future.
The PRC Government has stated publicly that it intends to make Renminbi freely convertible in the
future. However, uncertainty exists as to whether the PRC Government may restrict access to foreign
currency for current account transactions if foreign currency becomes scarce in the PRC.

Foreign exchange transactions of a capital nature, including foreign currency-denominated
borrowings from foreign lenders and principal payments in respect of foreign currency-denominated
obligations to both Chinese and foreign lenders, continue to be subject to foreign exchange controls and
require registration with and/or verification by SAFE. These limitations could affect the ability of the JV
Enterprises to obtain foreign exchange through debt or equity financing, or to obtain foreign exchange
for capital expenditures. Approval from SAFE for payment to the Group of accruing returns on its
investment in GS Superhighway JV is also required, and SAFE has required that the GS JV Contract be
amended before further payment of accruing returns may be made (such amendment has not yet been
made or applied for). The Group’s results of operations could be adversely affected if the JV Enterprises
cannot obtain the required foreign currency in a timely manner due to these limitations on foreign
exchange.

Fluctuation of the Renminbi could materially affect the Group’s financial condition and results of
operations

The JV Enterprises which operate the Group’s toll expressways receive all of their revenues in
Renminbi, and the financial statements and earnings of the JV Enterprises are expressed in Renminbi.
The value of Renminbi fluctuates and is subject to changes in political and economic conditions in the
PRC. Since 1994, the conversion of Renminbi into foreign currencies, including Hong Kong and U.S.
dollars, has been based on rates set by the People’s Bank of China, which are set daily based on the
previous day’s interbank foreign exchange market rates and current exchange rates on the world financial
markets. This managed float has maintained relative stability for the official exchange rate for the
conversion of Renminbi to U.S. dollars. Any changes in or removal of the managed float system may
result in increased volatility and/or devaluation of the Renminbi. Any devaluation of the Renminbi would
adversely affect the value of the JV Enterprises’ revenues and earnings in foreign currency terms.
Moreover, the financial condition and results of operations of the JV Enterprises and the Group may be
adversely affected by changes in the value of certain currencies other than the Renminbi in which their
financial and other obligations are denominated. In particular, devaluation of the Renminbi relative to the
U.S. dollar and/or Hong Kong dollar could increase the portion of the cash flow of the JV Enterprises
and the Group respectively which is required to satisfy obligations denominated in U.S. dollars and/or
Hong Kong dollars (see “The JV Enterprises have significant borrowings and therefore the Group’s
financial performance could be affected by general economic conditions and factors” above).

RISKS RELATING TO THE OFFERING

The liquidity and price of the Shares following the Offering may be volatile

The price and trading volume of the Shares may be highly volatile. Factors such as variations in
the Company’s revenues, earnings and cashflows and proposals of new investments, strategic alliances
and/or acquisitions, fluctuations in traffic volume and toll rates to fluctuations in prices for comparable
companies could cause the price of the Shares to change. Any such developments may result in large and
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sudden changes in the volume and price at which the Shares will trade. There is no assurance that these
developments will not occur in the future. In addition, as no public market for the Shares existed prior to
the Offering, there can be no assurance that a liquid public market for the Shares will develop or be
sustained after the Offering.

Future sales of substantial amounts of the Shares in the public market could adversely affect the
price of the Shares

Hopewell has entered into an agreement restricting, among other things, the ability of Hopewell and
other members of the Hopewell Group to sell Shares during the 12 months from the Listing Date (see
“Underwriting — Underwriting Arrangements and Expenses — Undertakings”). No other shareholder or
potential shareholder of the Company has entered into any similar agreement. In particular, Bank of
China (Hong Kong) Limited has an option exercisable at any time during the period commencing on the
Listing Date and ending on the date falling 36 months thereafter (both dates inclusive) to acquire from
Hopewell Shares representing up to 5% of the existing issued share capital of the Company at the Listing
Date (see “Substantial Shareholders — BOC Option”). The sale of substantial amounts of Shares in the
public market by any one or more shareholders could have a material adverse effect on the price of the
Shares.

Certain statistics are derived from publications not independently verified by the Group, the
Underwriters or their respective advisors

Facts and statistics in this prospectus relating to the PRC’s economy and its transportation sector
are derived from available publications. Whilst the Directors have taken reasonable care to ensure that
the facts and statistics presented are accurately reproduced from such sources, they have not been
independently verified by the Company, the Underwriters or their respective advisors and, therefore, the
Company makes no representation as to the accuracy of such facts and statistics, which may not be
consistent with other information compiled within or outside the PRC. Due to possibly flawed or
ineffective collection methods and other problems, the statistics herein may be inaccurate or may not be
comparable to statistics produced for other economies and should not be unduly relied upon. Further,
there can be no assurance that they are stated or compiled on the same basis or with the same degree of
accuracy as may be the case elsewhere.

There may be possible deviation in the actual use of proceeds from the Offering from the intended
use

The intended use of the proceeds from the Offering is set out under the section headed “Use of
Proceeds”. It is the Directors’ current intention to apply the net proceeds from the Offering in the manner
described in such section. However, as new business opportunities arise or as unforeseen events occur,
the Directors may (if they consider it to be in the best interests of the Group) reallocate all or part of the
net proceeds to other business plans or new projects or to other uses or hold such funds in bank accounts
or with financial institutions or as other treasury instruments. As a consequence, the actual application of
the proceeds from the Offering may deviate from the intended use as described in this prospectus. The
Company will issue an announcement and make disclosure in its annual report for the relevant year in
the event there is a material deviation in the use of the Offering proceeds from the intended use as
described in this prospectus.

Forward-looking statements contained in this prospectus may not be fulfilled

This prospectus contains forward-looking statements, including statements regarding, among other
items:

. the Group’s business and operating strategies;

. the Group’s capital expenditure plans;
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. the Group’s operations and business prospects;

. the Group’s financial condition and results of operations;

. the industry regulatory environment as well as the industry outlook generally; and
. future developments in the transportation industry in the PRC.

ELINT3 CEINTS CLINT3 ELINT3

The words “anticipate”, “believe”, “could”, “estimate”, “forecast”, “project”, “expect”, “intend”,
b4l 3 " 13

“may”, “plan”, “seek”, “will”, “would” and similar expressions, as they relate to the Group, are intended
to identify a number of these forward-looking statements.

These forward-looking statements are subject to risks, uncertainties and assumptions, some of
which are beyond the Group’s control. In addition, these forward-looking statements reflect the
Company’s current views with respect to future events and are not a guarantee of future performance.
Actual results may differ materially from the information contained in the forward-looking statements as
a result of a number of factors including, but not limited to, the risk factors set forth in this “Risk
Factors” section and the following:

. any changes in the Ministry of Communications’ policies in relation to provincial and
municipal highway networks, transfers of operating rights, toll rates and the planning,
development, construction and management aspects of highways in the PRC;

. any changes in the regulatory policies of the PRC Government, the Guangdong Provincial
Government and other relevant government authorities relating to, among other things, joint
venture arrangements and capital investment priorities;

. the effects of competition on the demand for and change in toll rates of the Projects;
. the development of new routes affecting the Group’s current and future business;
. changes in political, economic, legal and social conditions in the PRC, including the PRC

Government’s specific policies with respect to economic growth, inflation, foreign exchange,
institutional lending policies and the availability of credit; and

. changes in population growth and GDP growth and the impact of those changes on the
demand for the Projects.

Because of these risks, uncertainties and assumptions, the forward-looking events and circumstances
discussed in this prospectus might not occur in the way the Company expects, or at all. Accordingly,
investors should not place undue reliance on any forward-looking information.

Assumptions relied on by independent consultants and experts may not be accurate

FPD has been engaged as the independent business valuer to prepare a business valuation, and
Parsons Brinckerhoff has been engaged as the independent traffic consultant to conduct an independent
traffic and revenue study for the Group’s roads. See “Appendix V — Business Valuation” and “Appendix
VI — Traffic Consultant’s Report”. The respective business valuation by FPD and traffic and revenue
projections of the Group’s toll expressways by Parsons Brinckerhoff were prepared using such analytical
methods and models as were considered appropriate by FPD and Parsons Brinckerhoff. FPD’s valuation
and Parsons Brinckerhoff’s projections were based on, among other things, certain assumptions regarding
sociological, demographical and economic trends in Guangdong Province and the PRD. Specifically,
FPD’s valuation applies the income approach technique known as the discounted cash flow method,
under which a present value is arrived at by discounting anticipated future cash flows at market-driven
required rates of return considered to be appropriate for the risks and hazards of the business. The
required rates of return applied in the business valuation in respect of each of the GS Superhighway
Project, Guangzhou E-S-W Ring Road Project and the Phase 1 West Project were 11.5%, 11.5% and
13.2% respectively. There can be no assurance that assumptions used in developing such projections,
which include the absence of any adverse regulatory actions by the PRC Government, completion of new
connections and market acceptance of the toll rate levels, will prove to be accurate or that the discount
rates adopted by FPD will be representative of returns from comparable or alternative forms of
investment over the period or periods concerned.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which the Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies Ordinance and the Listing Rules for the
purpose of giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief:

(a) the information contained in this prospectus is accurate and complete in all material respects
and not misleading;

(b) there are no other matters the omission of which would make any statement in this prospectus
misleading; and

(c) all opinions expressed in this prospectus have been arrived at after due and careful
consideration and are founded on bases and assumptions that are fair and reasonable.

UNDERWRITING

This prospectus is published solely in connection with the Public Offer. For applicants under the
Public Offer, this prospectus and the WHITE and YELLOW application forms set out the terms and
conditions of the Public Offer.

The Public Offer is part of the Offering which comprises the Public Offer of initially 72,000,000
Public Offer Shares and the International Offer of initially 648,000,000 International Offer Shares.

The Public Offer is sponsored by Citigroup, and is fully underwritten by the Public Offer
Underwriters. The International Offer is managed by Citigroup and is expected to be fully underwritten
by the International Underwriters.

If, for any reason, the Offer Price is not agreed between Citigroup (on behalf of the Underwriters)
and the Company, the Offering will not proceed.

SELLING RESTRICTIONS

No action has been taken to permit an offering of the Offer Shares or the distribution of this
prospectus to the public in any jurisdiction other than in Hong Kong and, solely in connection with the
Japanese public offer without listing, Japan. Accordingly, this prospectus may not be used for the purpose
of, and does not constitute, an offer or invitation in any jurisdiction or in any circumstances in which
such an offer or invitation is not authorised or to any person to whom it is unlawful to make such an
offer or invitation.

The Public Offer Shares are offered solely on the basis of the information contained and the
representations made in this prospectus. No person is authorised in connection with the Public Offer to
give any information or to make any representation not contained in this prospectus. Any information or
representation not contained in this prospectus must not be relied upon as having been authorised by the
Company, the Underwriters, any of their respective directors or any other person involved in the
Offering.

United States

The Offer Shares have not been and will not be registered under the U.S. Securities Act and may
not be offered or sold within the United States or to, or for the account or benefit of, United States
persons except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the U.S. Securities Act. The Offer Shares are not being offered or sold in the United
States except through certain of the Underwriters only to qualified institutional buyers as defined in Rule
144 A under the U.S. Securities Act (“Rule 144A”), in reliance on the exemption from the registration
requirements of the U.S. Securities Act provided by Rule 144A. Subsequent transfers will also be
limited.
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The Offer Shares are being offered and sold outside the United States in reliance on Regulation S
under the U.S. Securities Act.

In addition, until 40 days after the commencement of the offer of Offer Shares, an offer or sale of
Offer Shares within the United States by any dealer (whether or not participating in the Offering) may
violate the registration requirements of the U.S. Securities Act if that offer or sale is made otherwise than
in accordance with Rule 144A.

United Kingdom

The Offer Shares may not be offered or sold and, prior to the expiry of a period of six months from
the date on which dealings in the Shares commence on the Stock Exchange, may not be offered or sold
in the United Kingdom except to persons whose ordinary activities involve them in acquiring, holding,
managing or disposing of investments (as principal or agent) for the purposes of their businesses or
otherwise in circumstances which have not resulted and will not result in an offer to the public in the
United Kingdom within the meaning of the Public Offers of Securities Regulations 1995. In addition, no
person may communicate or cause to be communicated any invitation or inducement to engage in
investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000
(“FSMA”)) received by it in connection with the issue or sale of any Offer Shares except in
circumstances in which section 21(1) of the FSMA does not apply to the Company.

Singapore

This prospectus has not been, and will not be, registered as a prospectus with the Monetary
Authority of Singapore and the Offer Shares will be offered in Singapore pursuant to an exemption
invoked under section 274 and section 275 of the Securities and Futures Act 2001, Chapter 289 of
Singapore (the “SFA”). Accordingly, the Offer Shares may not be offered or sold or be made the subject
of an invitation for subscription or purchase nor may this prospectus nor any document or other material
in connection with the Offering be issued, circulated or distributed, either directly or indirectly, to the
public or any member of the public in Singapore, other than (i) to an institutional investor or other
person specified in section 274 of the SFA, (ii) to a sophisticated investor, and in accordance with the
conditions, specified in section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the
conditions of, any applicable provisions of the SFA.

Japan

It is expected that a public offering without listing of the Offer Shares will be made in Japan. The
Offer Shares will not be offered or sold, directly or indirectly, in Japan or to or for the benefit of any
resident of Japan, except pursuant to an exemption from the registration requirements of, or otherwise in
compliance with, the Securities and Exchange Law of Japan and all other applicable laws and regulations
of Japan. As used in this paragraph, “resident of Japan” means any person residing in Japan, including
any corporation or other entity organized under the laws of Japan.

France

This prospectus is not being distributed in the context of a public offer in France within the
meaning of Article L. 411-1 of the French Monetary and Financial Code, and has not been submitted to
the Commission des Opérations de Bourse for prior approval. This prospectus is not to be further
distributed or reproduced (in whole or in part) by its recipients and has been distributed on the
undertaking that such recipients will only participate in the issue or sale of the Offer Shares for their
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own account and undertake not to transfer, directly or indirectly, the Offer Shares to the public in France,
other than in each case in compliance with applicable laws and regulations. The Offer Shares may not be
offered or sold, directly or indirectly, to the public in France, and copies of this prospectus or any other
offering material relating to the Offer Shares may not be distributed or caused to be distributed to the
public in France. Any offers, sales and distributions have only been and shall only be made in France to
qualified investors (investisseurs qualifiés) as defined in and in accordance with Article L. 411-2 of the
French Monetary and Financial Code and Decree no. 98-880 dated 1 October, 1998.

Netherlands

The Offer Shares may not be offered, sold, transferred or delivered, directly or indirectly, in the
Netherlands, as part of their initial distribution or as part of any re-offering, and neither this prospectus
nor any other document in respect of the Offering may be distributed or circulated in the Netherlands,
other than to persons who trade or invest in securities in the conduct of a profession or business (which
include, without limitation, banks, stockbrokers, insurance companies, pension funds, other institutional
investors and treasury departments and finance companies of large enterprises).

Italy

The offering of the Offer Shares has not been cleared by CONSOB (the Italian securities exchange
commission) pursuant to Italian securities legislation and, accordingly, no Offer Shares may be offered,
sold or delivered, nor may copies of this prospectus or of any other document relating to the Offer
Shares be distributed in the Republic of Italy, except (i) to professional investors (operatori qualificati),
as defined in Article 31, second paragraph, of CONSOB Regulation No. 11522 of July 1, 1998, as
amended, (ii) in circumstances which are exempted from the rules on solicitation of investments pursuant
to Article 100 of Legislative Decree No. 58 of 24 February, 1998 (the “Financial Services Act”) and
Article 33, first paragraph, of CONSOB Regulation No. 11971 of May 14, 1999, as amended or (iii) to
an Italian resident who submits an unsolicited offer to purchase the Offer Shares. Any offer, sale or
delivery of the Offer Shares or distribution of copies of this prospectus or any other document relating to
the Offer Shares in the Republic of Italy under (i) or (ii) above must be (a) made by an investment firm,
bank or financial intermediary permitted to conduct such activities in the Republic of Italy in accordance
with the Financial Services Act and Legislative Decree No. 385 of 1 September, 1993 (the “Banking
Act”), (b) in compliance with Article 129 of the Banking Act and the implementing guidelines of the
Bank of Italy and (c) in compliance with any other applicable laws and regulations.

Cayman Islands

No offer of Offer Shares may be made to the public in the Cayman Islands.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Committee of the Stock Exchange for listing of, and
permission to deal in, the Shares in issue, the Shares to be issued pursuant to the Offering, and any
Shares which may be issued pursuant to the exercise of the Over-allotment Option or upon exercise of
options granted under the Share Option Scheme, and the Warrants and any Shares which fall to be issued
upon the exercise of the subscription rights attaching to the Warrants. No part of the share or loan capital
of the Company is listed or dealt in on any other stock exchange and no such listing or permission to
deal is being or is proposed to be sought.

Any allotment made in respect of any application will be void if permission for listing of, and
dealing in, the Shares on the Stock Exchange has been refused before the expiration of three weeks from
31 July, 2003 (being the date of closing of the application lists for the Public Offer), or such longer
period not exceeding six weeks as may, within the said three weeks, be notified to the Company by or on
behalf of the Stock Exchange.
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ELIGIBILITY FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the Shares and the Warrants on the
Stock Exchange and the compliance with the stock admission requirements of HKSCC, the Shares and
the Warrants will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS with effect from the date of commencement of dealings in the Shares and the Warrants on the
Stock Exchange or on any other date HKSCC chooses. Settlement of transactions between participants of
the Stock Exchange is required to take place in CCASS on the second business day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

All necessary arrangements have been made for the Shares and the Warrants to be admitted into
CCASS.

HONG KONG REGISTER

All Shares issued pursuant to applications made in the Offering, and all the Warrants, will upon
listing be registered on the Company’s branch register of members, and its register of warrantholders, to
be maintained in Hong Kong. The Company’s principal register of members will be maintained in the
Cayman Islands. Only shares registered on the Company’s branch register of members maintained in
Hong Kong, and the Warrants registered on the register of warrantholders maintained in Hong Kong, may
be traded on the Stock Exchange.

STAMP DUTY

All the Offer Shares will be registered on the Hong Kong register of members of the Company and
the Warrants will upon listing be registered on the register of warrantholders maintained in Hong Kong.
Dealings in Shares and Warrants registered on the Hong Kong register of members and the register of
warrantholders will be subject to Hong Kong stamp duty.

PROFESSIONAL TAX ADVICE RECOMMENDED

Persons who are unsure about the taxation implications of the subscription, purchase, holding or
disposal of, dealing in, or the exercise of any rights in relation to, the Offer Shares and/or the Warrants
should consult an expert.

The Company, the Directors, the Underwriters and any other person involved in the Offering do not
accept responsibility for any tax effects on or liabilities resulting from the subscription for, or purchase,
holding or disposal of, or dealing in or the exercise of any rights in relation to, the Offer Shares or the
Warrants.

STABILIZATION AND OVER-ALLOTMENT

In connection with the Offering, Citigroup, on behalf of the International Underwriters, or any
person acting for it may over-allot or effect transactions with a view to supporting the market price of
the Shares at a level higher than that which might otherwise prevail for a limited period after the issue
date. However, there is no obligation on Citigroup or any person acting for it to do this. Such stabilizing
action, if taken, may be discontinued at any time, and is required to be brought to an end after a limited
period.

In connection with the Offering, the Company intends to grant to Citigroup, on behalf of the
International Underwriters, the Over-allotment Option which will be exercisable by Citigroup on behalf
of the International Underwriters at any time from the date of the International Underwriting Agreement
up to the date which is the 30th day after the last date for lodging application forms under the Public
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Offer. Pursuant to the Over-allotment Option, the Company may be required to issue and allot at the
Offer Price up to an aggregate of 108,000,000 additional Shares, representing 15% of the total number of
Shares initially available under the Offering, in connection with over-allocations in the International
Offer, if any, and other stabilizing action in respect of the Shares.

Further details with respect to stabilization and the Over-allotment Option are set out under
“Structure of the Offering — Over-allotment Option and Stabilization”.

PROCEDURE FOR APPLICATION FOR PUBLIC OFFER SHARES

The procedures for applying for the Public Offer Shares are set out under “How to apply for Public
Offer Shares”, “Further Terms and Conditions of the Public Offer”, and the relevant application forms.

The Company and/or Citigroup will have full discretion to reject any application for Public Offer
Shares in full or in part.

CONDITIONS OF THE PUBLIC OFFER

Details of the conditions of the Public Offer are set out under “Structure of the Offering —
Conditions of the Public Offer”.

STRUCTURE OF THE OFFERING

Details of the structure of the Offering are set out under the section headed “Structure of the
Offering”.

EXCHANGE RATE CONVERSION

Solely for convenience, this prospectus contains translations of certain Renminbi amounts into U.S.
dollars and Hong Kong dollars. Unless otherwise indicated, such translations have been made at rates of
US$1.00 = RMB8.28 and HK$1.00 = RMB1.06, being the People’s Bank of China (“PBOC”) rates
prevailing on 30 April, 2003.

These translations are provided by way of illustration only and no representation is made, and none
should be construed as being made, that the Renminbi amounts set out in this prospectus could be or
could have been converted into U.S. dollars or Hong Kong dollars, as the case may be, at any particular
rate on the date or dates in question or any other date.
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INDUSTRY AND REGULATORY OVERVIEW

The information in this section is derived from a combination of official government publications
and other publicly available materials, and various unofficial publications and sources of information.
It has not been independently verified by the Company, the Sponsor, the Underwriters or their
respective legal or financial advisers and no representation is made as to the accuracy of this
information, which may be inconsistent with information available or compiled from other sources.

THE PRC AND GUANGDONG PROVINCE

The PRC

The PRC is the world’s most populous country with a population of nearly 1.3 billion in 2001.
With the implementation of the open door and economic reform policies in 1978, the PRC has become
the sixth largest economy in the world with a GDP of approximately RMB9.6 trillion (US$1.2 trillion)
and per capita GDP of approximately RMB7,543.0 (US$911.0) in 2001, achieving an average GDP
growth of approximately 15.3% per annum over the period from 1978 to 2001. According to Economic
Intelligence Unit, the GDP of the PRC is forecast to grow 7.0% and 7.7% in 2003 and 2004,
respectively.
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Consistent with its commitment to move to a more market-oriented economy, the PRC implemented
economic reforms which ultimately resulted in its accession to the World Trade Organization (“WTO”) in
December 2001. Entry into the WTO required the PRC, among other things, to reduce customs duties,
liberalise trade and investment and open itself to foreign competition into domestic market over the long

term.

These measures will stimulate foreign trade including foreign direct investment (“FDI”) and
exports. FDI in 2001 amounted to US$46.9 billion, representing a ten-year compound growth rate of
26.8%. With respect to exports, the PRC recorded US$266.1 billion in goods and services exported in
2001 and US$232.6 billion for the six months ended 30 June, 2002.
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The following chart shows the top ten recipient countries for FDI in 2001:
Top 10 Countries by FDI Inflow
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The PRC’s Tenth Five-Year Plan projected continued economic growth, with average annual
economic growth expected to be around 7.0%, with GDP reaching around RMB12.5 trillion (US$1.5
trillion) by 2005 based on 2000 price levels. Per-capita GDP is expected to reach RMB9,400.0
(US$1,135.3).

The significant growth experienced in the PRC has also triggered the development of its
transportation infrastructure.

Guangdong Province

Located in the southernmost part of the country, Guangdong Province is one of the most
industrialised and affluent provinces in the PRC. Its capital city, Guangzhou, is the third largest city in
the PRC in terms of GDP. Three of the five Special Economic Zones (“SEZ”) in the PRC, namely, the
Shenzhen SEZ, the Shantou SEZ and the Zhuhai SEZ, are situated in Guangdong Province.

With a population of 77.8 million (6.1% of the PRC’s total population), Guangdong Province is one
of the most densely populated provinces in the PRC. Its GDP (RMBI1.1 trillion or US$128.6 billion) in
2001 was the highest among all the provinces and accounted for 11.1% of the national total. The ten-year
compound annual growth rate from 1991 was 18.9%. In addition, Guangdong accounted for 14.7%,
12.0% and 25.0% respectively of the PRC’s total industrial output, retail sales and tourist income for
2001. It ranked third in the PRC in terms of total length of highway within the province. Guangdong’s
total highway length grew from 54,671 km in 1990 to 104,799 km at the end of 2001.

With the changes brought about by the PRC’s open-door and reform policies, Guangdong has
registered significant growth in foreign trade and exports. FDI totalled US$11.9 billion in 2001 which
represented approximately 25.4% of the total FDI of the country and was the highest among all provinces
in the PRC. Guangdong’s share of the national total exports was 35.9% or US$95.4 billion.
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According to the Guangdong Province Tenth Five-Year Plan which covers the period 2001-2005,
the government of Guangdong Province aims to achieve, among others, the targets set out in the
following table:

Targeted Compound
Annual Growth Rate

L. GDP oo 9.0%
2. GDP PO CAPITA .eeeeieeeiiiiiiiiiee e ettt ettt e e e e ettt e e e e et e e e e e e ettt eeeeeeananaeee 7.7%
3. Investment in fiXed ASSELS .......oooiiiiiiieiiiiiiiiee e 8.0%
R 25 4 1) 4 £ PP UPPPPPN 8.5%
5. Retail Sales of Consumer GOOAS .........coooiiiiiiiiieeeiieiiiiiceee et 12.5%

Source: Development Planning Commission of Guangdong Province

The Pearl River Delta

The PRD, which lies at the mouth of the Pearl River Estuary in the southern part of Guangdong
Province, has an area of approximately 41,698 sq. km and a population of over 23 million in 2001. The
PRD covers 14 cities and counties including major cities such as Guangzhou, Shenzhen, Foshan, Zhuhai,
Dongguan, Jiangmen, Zhongshan, Huizhou and Zhaoqing. The region has rapidly become one of the
world’s most important centres of industrial output and is continuing to grow. According to the China
Statistical Yearbook 2002 and Guangdong Statistical Yearbook 2002, this region accounted for 78.6% and
8.7% of Guangdong’s and the PRC’s GDP, respectively. The region is currently attracting approximately
one-quarter of FDI in the PRC and generating around one-third of the PRC’s exports. More than half of
the Fortune 500 companies have invested in the PRD.

Major industries within the PRD include the following:

City/Municipality

Major Industries Guangzhou Shenzhen Zhuhai Foshan Zhongshan Dongguan  Jiangmen

AULO PArtS ...veeeeeeeiiiieeeeeeeeee e
Bio-medical.........ccccvveeeeeniiniinnnnn.
Ceramics

Chemicals ......coooeveieniiiiniiiiniieens
Electrical appliances .........cc.c.c......
Electronics

~ ~

Financial Services ........ccccccveeeernnn.

~ <~

Furniture .........cooevevvveeeeeeiiieeeeene

~

Garments........ccceceeeiiiiiiiiiiiiieniens
Information technologies ..............
Jewelry ..o

~ ~ AN YN ~ N~
~
~ N~ ~
~

Lighting fixtures .........ccceceeveenenne J/
LOZIStCS. vecuveeieeiieniieiieeceieeeeee J

MaterialS ..oveeeeeeeeeeeeeeeeeeeeeeeeeeeeenn J

Metalwork ........ocoeeeeeieiienieiencns J/
Petrochemicals ..........ccceeeveeereeenennns J/

Software

Telecommunications......................

S ~

Source: Guangdong Statistical Yearbook 2002 and the Public Network of Guangdong Government
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The following table sets out the population and key economic indicators of the PRC, Guangdong
Province, the PRD and major cities in the region in 2001:

Retail
Investment Utilised Sales of
in Fixed Foreign Industrial Consumer
Location Population ~GDP  Growth  Assets  Growth Capitals”Growth Output® Growth  Goods  Growth

(million (RMB (%) (RMB (%) (US$ (%) (RMB (%) (RMB (%)

persons)  billion) billion) billion) billion) billion)
The PRC............ 1,271.1  9,593.3 7.3 3,721.1 13.1 49.7  (16.3) 19,5449 11.4 3,759.5 10.1
Guangdong ........ 77.8  1,064.8 10.2 353.6 9.4 15.8 8.2 1,403.5 12.5 451.5 10.9
Guangdong/PRC. 6.1% 11.1% NA 9.5% NA 31.7% NA 14.7% NA 12.0% NA
PRD........cccoee 23.3 8364 134 256.7 12.0 14.2 13.2 1,201.2 13.6 312.0 12.2
PRD/Guangdong. 30.0% 78.6% NA 72.6% NA 90.1% NA 85.6% NA 69.1% NA
PRD/PRC............ 1.8% 8.7% NA 6.9% NA 28.6% NA 12.6% NA 8.3% NA
Guangzhou..... 7.1 268.6  13.0 97.3 53 33 6.8 282.9 17.7 124.4 11.0
Shenzhen........ 1.3 1955 174 71.7 5.8 3.6 21.4 308.0 14.0 60.9 13.2
Foshan............ 34 106.8 11.6 23.8 19.7 1.0 17.9 178.2 34 37.5 11.1
Jiangmen........ 3.8 61.5 8.4 10.9 4.3 0.8 53 94.4 (7.1) 22.3 11.4
Dongguan....... 1.5 579 175 12.6 22.0 1.8 6.1 104.0 33.1 19.6 15.6
Zhuhai............ 0.8 36.7 11.0 10.5 10.3 1.2 16.0 66.2 (18.0) 12.8 11.5
Zhongshan...... 1.3 363 159 17.8 61.9 0.7 10.0 68.4 10.7 12.0 12.0

Notes:
(1) Include FDI, foreign loans, and other foreign investments
2) Include only industrial enterprises with over RMBS5 million annual sales.

Source: China Statistical Yearbook 2002 and Guangdong Statistical Yearbook 2002

The PRD, with its close proximity to Hong Kong, has benefited from the latter’s investments in
Guangdong which represented 54.6% of foreign capital utilised in the province in 2001. The PRD offers
an attractive alternative to Hong Kong as a production base because of its low production costs.

Hong Kong companies have long been the PRD’s major investors in industries including the
technology, textile, toy and real estate industries. Hong Kong accounted for 22.0% of the total imports
and exports of Guangdong Province in 2001, making it the largest trading partner of the province. The
recent decision by both governments to relax immigration and customs clearing at the border between
Shenzhen and Hong Kong should further facilitate economic, social, and cultural integration of the two
adjacent cities as well as the whole PRD. In the HKSAR Government’s fiscal year ended 31 March,
2002, cross border traffic between the two cities reached 109 million by land, making it one of the
busiest border crossings in the world. This traffic was expected to increase as a consequence of the
implementation of the 24 hour open border policy in January 2003.
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HIGHWAY TRANSPORTATION IN THE PRC

Overview

Significant growth was witnessed in all modes of transportation in the PRC over the past two
decades. Among the various modes of transportation, highways offer the most flexibility for both local
and long haul transportation and for both passenger and freight traffic.

Despite the growth in the various modes of transportation, highways continue to handle most of the
PRC’s passenger and freight traffic. In the China Statistical Yearbook, passenger and freight traffic are
measured separately in terms of passenger journeys and tons of goods.

The PRC’s Passenger Traffic Mix 2001 The PRC’s Freight Traffic Mix 2001
Total = 15.3 billion persons Total = 13.8 billion tons
Civil Aviation Waterways

0.5% 9.6%

Waterways

1.2% Civil

Aviation

0.01%

Railways
6.9%

Railways
13.8%

Highways

Highways 76.5%

91.4%

Source: China Statistical Yearbook 2002

Road Classification in the PRC

According to the PRC’s Ministry of Communications, roads are classified according to the
description below:

Road classification and standards in the PRC

Expressways Class 1 Class 2 Class 3 Class 4
Maximum design speed level (km/hour) ... 120 100 80 60 40
Minimum number of road lanes
(both directions combined)..................... 4 4 2 2 1
Minimum width of road lane (meters) ...... 3.5 3.5 3.5 3.0 3.0
Minimum width of foundation (meters) .... 22.5 22.5 8.5 7.5 6.5
Surface grade (Note) ......cccovveeueeeveeeeenannene. Top Top Top/ Secondary/ Medium/
Secondary  Medium Low
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Note: The different grades of road surface are as follows:

Road surface grading Specifications
TOP weeeee et (1) Asphalt concrete

(2) Cement concrete
Secondary .......ooocvieviiiiiniiiineeecee (1) Asphalt penetration

(2) Asphalt macadam
(3) Asphalt Surface treatment
Medium .....eeeviieiniiiiiiecieeeeeeee e (1) Aggregate or gravel (mixed with clay or other materials depending on road category)
(2) Crushed rock
(3) Other kinds of pebble
LOW it (1) Strengthened pebble
(2) Other strengthened or modified materials

Source:  PRC Industry Standard JTJ 001-97 Technical Standard of Highway Engineering issued by the Ministry of

Communications, effective as of 1 January, 1998

At the end of 2001, there were 1,698,012 km of highway in the PRC of which 19,437 km were
expressways which represented only 1.1% of total highway length.

Industry Growth

Highways, as the preferred means of transportation, continue to grow in length with the growing
passenger and freight traffic. From 1991 to 2001, the PRC saw compound annual growth in highway
length of approximately 5.0% while the growth rates for highway passenger traffic and freight traffic
were 7.5% and 3.7%, respectively. The following shows the growth of highway length, highway
passenger traffic and highway freight traffic over the 1991-2001 period, indexed to 1991°s data:

The PRC’s Growth in Highway Length and Highway Traffic 1991-2001

220

1991)

200

180

160

140

Growth Index (Index Year

120

100
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Highway Length Passenger Traffic Freight Traffic

Source: China Statistical Yearbook
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Despite the growth, there is still ample room for highway development. The development of the
highway transportation industry depends mainly on the building of highway infrastructure and road usage
as driven by car ownership. As the PRC economy grows, per capita income has become higher. The more
affluent population can afford to buy more cars.

PRC Passenger Car Ownership vs. GDP
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Current Industry Situation and Trends

By comparison with other developed countries, the PRC’s highway industry is far from saturated.
The PRC lags behind the U.S., Germany and Japan in terms of highway length available to residents.
The low vehicle ownership rate, coupled with increasing income level, means that there is ample room
for vehicle ownership to rise. In fact, according to the China Automotive Technology & Research Center,
there are approximately seven million families in the PRC capable of purchasing cars and the number is
expected to rise to 40 million by 2005, making the PRC one of the largest auto markets in the world.

Highway Length Comparison Vehicle Ownership Comparison

16.00 2,500

2,071.9

g

£

E

6.00

km /1,000 inhabitants
per 1,000 inhabitants

4.00

2.00

0.00 PRC Ttaly* UK* France*  Germany* us Japan

PRC us Germany*  Japan** UK* Traly* France*

*Based on 1999 data ** Based on 2000 data M Passenger Vehicle Ownership Truck Ownership *Based on 2000 data

Sources: China Statistical Yearbook 2002, Japan Statistical Yearbook 2002, US Department of Transportation

The need for more highways is further supported by the PRC’s WTO accession and the resultant
economic boost which is expected:

. Stimulus to economic activity

The economic activities stimulated by WTO entry are expected to generate the need for more
transportation facilities.

. Increased affordability of vehicles

The increasing affluence level of citizens in the PRC should allow more disposable income
for durable goods like cars. Furthermore, under WTO requirements, tariff on imported cars
has been reduced from 70.0-80.0% of purchase price to 43.8-50.7%. The PRC has the
obligation to further decrease tariff to 25.0% by the end of 2007.

. Wider access to auto-financing

More commercial banks have started to target at personal finance and people are more used to
car loans. Many commercial banks in the PRC have reduced the thresholds of auto financing.

o Lower cost of insurance

However, due to intensifying competition resulted from WTO, auto insurance costs have been
coming down. This made cars more affordable.
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Property Insurance Premium Breakdown

2001
Total = RMB68.8bn
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Source: 2002 Yearbook of China’s Insurance

2001 Increase in Property Insurance
Premium over 2000
Total Increase = RMB7.8bn
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The positive impact has already been demonstrated by the persistent increase in passenger car

production and sales as illustrated below.

PRC Passenger Car Production and Sales
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China Auto by China Automotive Technology & Research Centre
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The China Automotive Technology & Research Center has also forecast car sales to continue rising

as follows:

Forecast of Passenger Car Sales in the PRC
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Source: China Auto by The China Automotive Technology & Research Center

Present demand, coupled with the expected rise in vehicle ownership resulting from the PRC’s
WTO accession, translates into the need for more highways.

In addition, the government is taking an active role in the development of a national transportation
system of which highway infrastructure is a key component.

The Tenth Five-year Plan

One of the major targets of the Ninth Five-Year Plan (1996-2000) in terms of development of road
network was the construction of a “National Trunk Highway System” which formed the principal part of
the national highway network and would be an important part of the national transportation system. The
Tenth Five-Year Plan (2001-2005) continues to emphasise the development of a national highway
network and sets the target of building a total of 1.6 million km of public highways by 2005 out of
which 25,000 km would be expressways. Achieving the target means doubling the scale of the existing

highway system.

During the Tenth Five-Year Plan period, the construction of the transportation system will be
subject to unified planning and rational arrangement with a view to expanding the transportation network,
optimising the transportation structure, completing the transportation system, advancing reform, and
establishing an unimpeded, safe and convenient modern comprehensive transportation system. The
construction of the national highway network will be expedited with the focus on five north-south and
seven east-west trunk highways and the highway development in the less-developed western region.
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HIGHWAY TRANSPORTATION IN GUANGDONG PROVINCE AND THE PRD

Guangdong Province

As one of the dominant economic centres of the PRC, Guangdong’s highway infrastructure is
among the most extensive in the country. It ranked third in terms of highway length in 2001 with
104,798 km of highways within its boundary, accounting for 6.2% of the national total.

Highway transportation has been the predominant mode of transportation in Guangdong.

Passenger Traffic 2001 Freight Traffic 2001
Total = 1.8 billion persons Total = 1.3 billion tons
Civil
Aviation
0.9% Railways Civil Aviation
7.2% 0.0% Railways

12.0%

Waterways

Waterways
1.3%

20.6%

Highways
67.4%

Highways
90.6%

Source: Guangdong Statistical Yearbook 2002

However, Guangdong’s highway development mirrors that of the country. Although the rate of
highway growth in Guangdong has exceeded that of the overall PRC, traffic volume in the province has
grown even faster. Highway length in Guangdong grew at a compound annual growth rate of 6.1% from
1990 to 2001 versus 4.7% for the PRC. During the same period, highway passenger traffic increased
7.8% per year on the average with total volume of 1.6 billion persons in 2001. Highway freight traffic in
Guangdong increased at an average rate of 2.8% per year for the same period. With 865.6 million tons
handled in 2001, Guangdong is one of the busiest provinces with respect to highway freight traffic.

With the highest GDP in the PRC and a relatively developed highway infrastructure, Guangdong
also has the highest passenger vehicle and truck ownership within its jurisdiction. In 2001, there were
approximately 990,500 passenger vehicles and 878,891 trucks owned in Guangdong which accounted for
10.0% and 11.9% of the respective PRC totals. The compound annual growth from 1990 to 2001 in
vehicle ownership - 18.9% for passenger vehicles and 12.2% for trucks, also exceeded the country’s
17.9% and 6.9% rates for the respective vehicle types.

The PRD

As the PRD is the heart of Guangdong, provincial strategy formulation and planning evolves around
it. Highway infrastructure development is of no exception. While the region is currently served by the
major highways in the province with the GS Superhighway functioning as a North-South traffic corridor
on the eastern bank of the PRD, further development of an extensive network is needed to improve
transportation conditions between major cities. Such a system could also facilitate the PRD’s linkage with
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adjacent cities and provinces and more importantly, Hong Kong. The highway network in the PRD,
therefore, is the transportation hub from which additional highway links could be built to enhance the
region’s integration and outward connections. The following illustrates the highway condition in major
cities in the PRD:

City/Municipality No. of Vehicles No. of Trucks Highway Length
per 1,000 per 1,000 km per 1,000
Total Inhabitants Total Inhabitants Total (km) Inhabitants
GUangzhou............oveeveeeeeeeen.n. 263,411 40.0 154,118 21.6 5,095 0.7
Shenzhen .........cccceeeeeiinnnnnn. 215,380 163.1 102,889 77.9 1,137 0.9
Foshan ........cccccceeeeeeiiininn, 92,199 27.5 137,354 40.9 3,881 1.2
Jiangmen.......cccoooeiiiiiiiiinnnins 43,262 11.4 45,907 12.1 4,015 1.1
Dongguan .......ccooeeiiiiiiiinne 53,405 34.7 90,001 58.5 2,464 1.6
Zhuhai ....coooeeeeeeiei, 36,514 48.1 23,731 31.3 1,025 1.4
Zhongshan ...........ccccceeveeeennnne 45,688 33.9 49,044 36.4 983 0.7

Source: Guangdong Statistical Yearbook 2002

Current Industry Situation and Trends

As in the case of the PRC, vehicle ownership in Guangdong and the PRD shows very low
penetration compared to the developed countries:

Vehicle Ownership per 1,000 Inhabitants
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Sources:  China Statistical Yearbook 2002, Japan Statistical Yearbook 2002, US Department of Transportation

Further development of the highway system in Guangdong, in particular the PRD, is needed to
accommodate both current traffic and expected future traffic increase. Additionally, demand for a more
extensive highway system is supported by the following factors:

. accelerated integration with Hong Kong resulting from the 24 hour border crossing and
further relaxation of licence control on cross-border vehicles which would lead to increase in
business, commercial and leisure travel across the border
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. development of other transportation and infrastructure facilities such as the Guangdong-HK-
Macau Bridge-Tunnel

. increased foreign investments and the expected increase in business travel in the province due
to the signing of CEPA and the PRC’s WTO accession

. flourishing tourism as evidenced by the increase in the number of tourists in Guangdong from
approximately 35.1 million in 1995 to 84.8 million in 2001, of which approximately 71.9
million were domestic tourists

In light of the current situation and the impact it saw a good highway system made on its economy
for the past two decades, the government of Guangdong Province continues to place a high priority on
developing highway infrastructure and set forth, among others, the following targets in the province’s
Tenth Five-Year Plan (2001-2005):

. adding 5,000 km of highways, including 1,150 km of expressways, to the existing highway
system,;

. completing an expressway network that will connect all major municipalities in the province
and will extend to the surrounding provinces by 2005;

. expediting the construction of cross-regional highways, with a focus on upgrading the
highways at a national and provincial level;

. proceeding with the preliminary study for the construction of a vehicular link between Zhuhai,
Macau and Hong Kong.

According to the Guangdong Provincial Bureau of Communications, Guangdong is expected to
spend approximately RMB19 billion (US$2.3 billion) per year from 2001 to 2005 on new highway
infrastructure. This would bring the total expressway length in Guangdong to 2,300 km by the end of
2003. While the PRD, especially the Guangzhou-Shenzhen axle, remains the centrefold of future
infrastructure spending, the government aims at directing more resources to extend the network to rural
areas, estimated to claim 60% of the annual RMB19 billion budget. Guangdong has a long history of
using private sector resources as well as government resources for investment in and construction of its
road infrastructure. Foreign developers and operators, with the know-how and capitals, would be prime
candidates to participate in these projects. In addition, 15 of the total 125 projects in the Tenth Five-Year
Plan are related to the highway and auto industry. This shows the emphasis the government is placing on
transportation development.

Land link between Zhuhai in Guangdong, Hong Kong and Macau

Due to the geographical proximity and the extensive economic integration between Guangdong,
Hong Kong and Macau, there is a very substantial cross border flow of goods and passengers between
these regions. In 2002, the inter-flow of passengers between Guangdong and Hong Kong by land
(including vehicles and train) was about 118 million and by sea was about 6.8 million. The inter-flow of
passengers between Hong Kong and Macau was about 11.4 million. The inter-flow of passengers between
Macau and Guangdong was about 1.1 million.

Notwithstanding the above, at present, all the vehicular border crossings between Guangdong and
Hong Kong are in the northern part of Hong Kong connecting with Shenzhen, namely the Huanggang/
Lok Ma Chau Border Crossing, the Man Kam To Border Crossing, the Lowu Border Crossing and the
Sha Tou Kok Border Crossing. Scheduled to be completed in 2006, the new Control Point for the
Shenzhen Western Corridor under construction linking Shekou in western Shenzhen with Hong Kong is
also in the northern part of Hong Kong. Accordingly, there is currently no vehicular link between Hong
Kong and the western bank of the PRD or Macau. Passengers and goods inter-flow between those
regions must therefore be by sea or by road, necessitating a detour around the Pearl River estuary via the
Humen Bridge or to a very insignificant extent, by helicopter.
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Recognising the significance of a vehicular link between Hong Kong and the western bank of PRD,
the Hopewell Group first developed a proposal for a bridge link between Zhuhai and the Tuen Mun area
of Hong Kong in 1983. In view of the developments in the 1990s, including:

. the development of the Hong Kong International Airport and the construction of the Tsing Ma
Bridge linking the Lantau Island with the main land portion of Hong Kong;

. the rapid economic development of the PRD into one of the world’s major manufacturing
bases, the disparity of development between the eastern and western banks of the PRD and
the need to open up and accelerate the development of the western bank of the PRD to
enhance the overall competitiveness of the PRD optimizing the cheaper land and labour costs
of the western part of the PRD; and

. the policy of the Macau Special Administrative Region to issue casino licences to 3 major
operators and to develop Macau into the Las Vegas of the Orient,

the Hopewell Group has in the late 1990s, developed a new proposal for a 29 km bridge link (which has
subsequently been modified to be a bridge-tunnel link) connecting Zhuhai in Guangdong, the Lantau
Island of Hong Kong near the Hong Kong International Airport and Macau.

The proposal for a bridge link connecting Zhuhai, the Lantau Island of Hong Kong and Macau has
been adopted by the Government of the HKSAR. In the Policy Agenda of the Second Term Government
of the HKSAR (“Policy Agenda”) published on 8 January, 2003, and in the Hong Kong Chief Executive’s
address (“Chief Executive’s Address”) to the Hong Kong Legislative Council delivered on the same date,
it was stated that such a bridge link is being pursued as a priority project subject to the results of an
ongoing PRC government feasibility study.

REGULATION OF PRC HIGHWAYS
Overview of Regulatory Structure

Foreign investment and highway regulatory regimes

In common with other foreign investments in the PRC, foreign invested highway projects require
official approvals from one or more central, provincial or local government authorities. Additionally, the
construction and operation of highways in the PRC is governed by a regulatory regime specific to the
highway transportation sector.

Highway regulatory authorities

The State Development Planning Commission (“SDPC”) and the Ministry of Communications are
responsible for the overall planning of the various means of transportation, including highways, in the
PRC. The Ministry of Communications is the administrative department responsible for the planning,
development, construction and management aspects of highways in the PRC. It mainly provides
guidelines regarding national development policies, transfers of operating rights, regulations and
standards for the design, construction and maintenance of highways. The Ministry of Communications is
responsible for preparing and presenting proposals to the State Council and the SDPC for the
examination and approval of major national highway projects which form part of the National Trunk
Highway System.

At a local level, the provincial communications bureaus are given the power to implement the
development plans announced by the SDPC and the Ministry of Communications, and to plan other
provincial and municipal highway networks, conduct feasibility studies, and approve the basic structure
of the different highway infrastructure projects. The Guangdong Provincial Bureau of Communications is
the authority with official responsibility for the planning, development and construction of the highways
in Guangdong Province.
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Responsibility for setting and regulating highway toll rates and for the approval of toll increase
applications rests with the relevant provincial price bureau and communications bureau.

Foreign Invested Enterprises

The PRC promulgated its first joint venture law in 1979. Since then, a broad range of related laws,
administrative rules and regulations have been adopted that provide a framework within which foreign
investment activities can be effectively conducted and regulated. The government has encouraged foreign
direct investment in order to accelerate the inward flow of foreign capital, technology and management
techniques.

Foreign invested enterprises in the PRC (“FIEs”) may take a number of forms, including equity
joint ventures, co-operative joint ventures and wholly foreign-owned enterprises. Equity joint ventures are
“limited liability companies” incorporated and registered in the PRC. An equity joint venture company is
a “PRC legal person” which has the right to own, use and dispose of personal property. In contrast with
equity joint ventures, co-operative joint ventures are not necessarily PRC legal persons, although many
co-operative joint ventures have such status. If a co-operative joint venture is not a PRC legal person,
each PRC and foreign party is responsible for paying its own taxes on profits derived from the venture
and bears its own liability for risks and losses. On the other hand a co-operative joint venture which is a
PRC legal person will confer limited liability. A wholly-foreign-owned enterprise is owned completely by
one or more foreign investors and does not involve any PRC joint venture parties. It is a PRC legal
person under PRC law. The establishment of wholly-foreign-owned enterprises is restricted or prohibited
in certain specified sectors, such as media, trading companies, banking and telecommunications.

Governmental Approvals

While the regulations governing and the procedures for obtaining approvals for foreign invested
projects are generally well-understood, the specific regulations and procedures for the approval of toll
road projects with foreign investment in the PRC and associated foreign invested enterprises are not
entirely transparent. Project approvals and foreign investment approvals are required, but follow separate
procedures. A foreign invested toll highway project will involve the following principal categories of
approval:

. Planning and project-related approvals for the project;

. The various approvals and registration required for establishment of the relevant FIE;
. Approval for favourable tax treatment (if applicable); and

. Industry specific and pricing approvals (as required).

At the highest level, the right to approve projects in the PRC is vested in the State Council. The
State Council has reserved to itself the authority to approve any project with a total investment which
exceeds US$100 million, with certain exceptions. Pursuant to various PRC Government notices, the State
Council has delegated the authority to approve any project with a total investment of less than US$100
million to various ministries and ministry level entities, including the SDPC. The SDPC and certain
ministries and other ministry level entities have, in turn, adopted a policy, also by internal directives, of
further delegating authority to approve projects with a total investment of less than US$30 million to
provincial governments, provincial level bureaus of the Central Government and certain municipalities.
The project approval authority of local government is, therefore, generally limited to not more than
US$30 million. Separate from project approval, foreign investment must be approved by the Ministry of
Commerce, or a provincial government authority in charge of foreign investment should the total
investment amount be below US$30 million. Accordingly, FIEs proposing to undertake projects must
obtain approvals for the projects from the appropriate level planning authorities and approvals for the
foreign investment from a similar level government authority in charge of foreign investment.
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Approval Process for a Foreign Invested Toll Highway Project

Generally, the approval process can be divided into three major stages. First, following preliminary
planning by the PRC party and, in some instances, initial negotiations with the foreign party and the
execution of a letter of intent by the parties, a project proposal (including a preliminary feasibility study
report) is submitted to the appropriate level planning authorities for approval.

In the second stage, certain reports including a more detailed joint feasibility study report and an
environmental impact report will be prepared and submitted to the relevant provincial planning
authorities for approval. After obtaining the approval, the foreign and local parties will negotiate and
execute a legally binding joint venture contract and articles of association. The approval of the local
government authorities for the foreign investment is required. Additionally, as stated above, depending on
the amount of total investment in the proposed project and joint venture, the approval of the Central
Government may be required.

In the final stage, following approval of the joint venture by the relevant government authority in
charge of foreign investment, the joint venture must register with and obtain a business licence from the
State Administration of Industry and Commerce (“SAIC”) or a branch thereof. Following the completion
of these formalities, the parties are required to contribute their agreed registered capital.

In addition to such project and foreign investment approvals, the toll rates are subject to a separate
pricing regime (see “Toll Rates” below).

Highway Laws

Overview

The PRC Highway Law (the “Highway Law”) was passed on 3 July, 1997 and came into effect on
1 January, 1998. It was subsequently amended in October, 1999. It is the PRC’s first national law on the
planning, construction, maintenance and administration of highways. One of the main purposes of the
Highway Law is to encourage new investment in the road sector. In particular, it endorses the use of
foreign investment and the adoption of a range of financing options for new highway infrastructure
projects.

The Highway Law does not, however, attempt to deal comprehensively with areas of concern to
foreign investors in road projects such as the source of authority for the requisition and valuation of land
use rights, procedures for the adjustment of toll levels, restrictions on competing routes, access to foreign
exchange or the valuation of concession rights.

Planning and construction of highways

Under the Highway Law, highway development plans should be consistent with the urban
construction, transport and land use development plans for that area and must be drawn up after
consultation with other relevant departments and lower levels of the government.

According to the Highway Law, in the case of national highways, the plans are prepared by the
Ministry of Communications together with the relevant departments of the State Council after
consultation with the local People’s Governments in the relevant provincial, autonomous region or
centrally-governed municipality through which the highway passes. Such plans are subject to the State
Council’s approval. In the case of provincial highways, the plans are drawn up by the communications
bureau of the relevant provincial government in consultation with the responsible department of the
relevant local government. Such plans are subject to provincial government approval and are required to
be filed for the record with the Ministry of Communications.

The Highway Law also seeks to ensure the quality of highway construction work. Projects are
required to be implemented adopting a legal person responsibility system, a tender system and a project
supervision system. Companies engaged as surveyors, construction and design contractors or supervisors
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on the project are expected to hold the appropriate qualifications and enter into legally binding contracts.
Construction plans must be submitted to the communications department at county level or above before
implementation. Before the project is handed over for operation, the works are required to be inspected
to ensure completion to the relevant standard.

Where a highway project may disrupt infrastructure facilities such as electricity,
telecommunications or railway lines, the construction company must obtain prior approval from the
relevant government authorities before carrying out any work and either restore the facilities after the
work has been completed or pay compensation.

The Highway Law provides that road investment projects involving foreign investors must be
examined and approved in accordance with national regulations, which is considered to include the
general body of regulation applicable to foreign invested enterprises.

Land development issues

The Highway Law contains only limited provisions concerning land use rights for a highway
project, including a reference to the principle of protecting cultivated land and using land economically.
The Highway Law does not however address issues concerning granted and allocated land use rights or
the requisition of land from unwilling parties, except for providing that plans for construction of roads
must conform to the master plan for land use at the appropriate level of provincial or lower level
jurisdiction and must comply with all relevant laws and regulations. The Highway Law does not indicate
government policy regarding the development of land adjacent to highways.

Fiscal and operational matters

The Highway Law makes no provision for toll rate increases during a project concession period.
Equally, the Highway Law does not affect the role of provincial price bureaus or communications
bureaus with regard to toll rates (see “Toll Rates” below).

Highways are required to be maintained in accordance with the standards and rules issued by the
communications department of the State Council and the relevant highway operating company is
responsible for compliance.

Toll plazas

On 18 July, 1994, the Ministry of Communications, the SDPC and the Ministry of Finance jointly
promulgated the Notice Concerning the Establishment of Toll Plazas (Stations) on Roads Provisions (the
“Toll Plazas Notice). The provisions of the Toll Plazas Notice apply to all toll highways, including those
constructed by FIEs, and stipulate approval requirements for the construction of toll plazas and certain
restrictions on their location.

Transfers of operating rights

Pursuant to the Highway Law, the Ministry of Communications, together with the applicable
communications bureaus, oversees transfers of operating rights for roads which have been constructed
and are managed by communication departments. On 9 October, 1996, the Ministry of Communications
promulgated the Measures for the Administration of Transfer of Operating Rights of Roads for
Compensation (the “Measures”). In accordance with the Measures, operating rights of roads include (a)
the right to collect tolls on completed roads and (b) the right to operate service facilities located in
designated sections of such roads. The Measures stipulate that the operating right to collect tolls may not
be transferred for a period in excess of 30 years. Generally, a transfer of operating rights of any roads
would require the approval of the original approval authority.

69



INDUSTRY AND REGULATORY OVERVIEW

Toll Rates

The Highway Law stipulates that the communications bureau at provincial level, together with the
price bureau at the same level, is responsible for approval of toll rates. The Guangdong Provincial Price
Bureau is, together with the Guangdong Provincial Communications Bureau, responsible for approving
any applications for setting and subsequently increasing toll rates for expressways in Guangdong
Province. When a highway operator decides to apply for the setting of the initial toll rates or a toll
increase, it will make an application to the applicable price bureau and communications bureau and may
do so at any time. The price bureau and communications bureau will generally consider factors such as
the inflation rate, affordability, usage, local price levels, the rate of return on investment and parity of
tolls charged within the region, among other factors, in determining whether or not to grant a toll
increase. In addition to the foregoing factors, the price bureau and communications bureau will also give
consideration to the capital invested in a project when setting the initial toll rates to be charged on an
expressway. The Guangdong Provincial Price Bureau, a bureau of the Guangdong Provincial Government,
is under the supervision of the Guangdong Provincial Government.

JOINT VENTURES AND FOREIGN EXCHANGE

Joint Ventures

Joint ventures in the PRC between Chinese and foreign parties take two basic forms: equity joint
ventures and co-operative joint ventures. Equity joint ventures are governed by the Law of the People’s
Republic of China on Equity Joint Venture Enterprises and the implementing regulations related thereto
(collectively, “Equity Joint Venture Law”). Co-operative joint ventures are governed by the Law of the
People’s Republic of China on Chinese and Foreign Co-operative Joint Venture Enterprises and the
implementing regulations related thereto (collectively, “Co-operative Joint Venture Law”). All the
Group’s joint ventures are co-operative joint ventures.

A co-operative joint venture may be structured as an entity similar to a partnership (in which case
it will not be separately qualified as a legal person under Chinese law) or it may be structured as a
limited liability company (in which case it will be qualified as a legal person under Chinese law). In
most cases, co-operative joint ventures are formed as limited liability companies and this is the case for
all the Group’s joint ventures. Co-operative joint ventures allow more flexibility than equity joint
ventures in structuring the terms of the joint venture arrangement. For example, in a co-operative joint
venture the rights of a party to share in the profits of the joint venture need not correspond to its
contributions to the registered capital (equity) of the joint venture relative to other parties. In addition,
subject to government approval, the Co-operative Joint Venture Law permits recovery of the foreign
party’s investment during the joint venture period. However, the Co-operative Joint Venture Law requires
that the fixed assets of the joint venture be transferred to the Chinese party or parties without charge at
the end of the joint venture period if the foreign party recovers all of its investment during the term of
the joint venture. Co-operative joint ventures are subject to laws and regulations with respect to such
matters as the contribution of registered capital, debt to equity leverage ratios, accounting, taxation,
foreign exchange, labour and liquidation and dissolution. Transfer of an interest in a co-operative joint
venture requires government approval and unanimous agreement among the parties.

An equity joint venture enterprise is a distinct legal entity established and registered as a limited
liability company. The parties to an equity joint venture have rights to share in the profits of the joint
venture in proportion to their respective contributions to the registered capital of the joint venture. Joint
venture parties may normally only recover their investments upon liquidation of the equity joint venture
(if the joint venture is solvent at the time of liquidation) in the same proportion as their respective
contributions to the registered capital or if it sells its interest in the joint venture to the Chinese party or
a third party. Transfer of an interest in an equity joint venture requires government approval and
unanimous agreement among the parties. Upon dissolution of an equity joint venture, its remaining assets
after all claims shall be distributed among the parties in proportion to their respective contributions to the
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registered capital of the joint venture unless otherwise provided for in the joint venture contract. In
addition, in an equity joint venture, subject to the fulfillment of various requirements under the relevant
law and the approval of the relevant government authority, the parties may reduce the amount of their
registered capital.

Typically, dividends are paid by a joint venture in accordance with the profit distribution
arrangements stipulated in the joint venture contract. Except as mentioned above, PRC laws and
regulations provide that only accounting profits (after payment of taxes, provision for losses for prior
years and contributions to special funds for enterprise development, employee welfare and bonuses and a
general reserve) are available for dividend distributions to the parties of a joint venture.

In addition to contributions of registered capital, joint ventures may be financed by debt, including
shareholder loans. Foreign currency loans to a joint venture, however, must be registered with the SAFE
or a branch thereof in the location in which the joint venture is registered (see “Foreign Exchange”
below).

Foreign Exchange

Prior to 1 January, 1994, China had dual-track foreign exchange rates. Under this system the SAFE
published an official exchange rate (the “Official Exchange Rate”) at which foreign exchange
transactions would take place at authorized financial institutions. At the same time, foreign exchange
transactions could be effected with government permission at official swap centres at prices set in part by
supply and demand. Significant variances developed in 1992 and 1993 between the Official Exchange
Rate and the swap centre rates.

With effect from 1 January, 1994, a new unitary, managed floating-rate system was introduced to
replace the dual foreign exchange system. Under the new system, PBOC sets the rate (the “PBOC Rate”)
based on the previous day’s PRC interbank foreign exchange market rate with reference to current
exchange rates on the world financial markets. Authorized banks and financial institutions are allowed to
quote buy and sell rates for Renminbi within a specified range around the daily PBOC Rate.

Upon adoption of the new managed floating-rate system, the State Council announced that the
PBOC would try to balance the demand for and supply of foreign currencies in China and stabilize the
Renminbi exchange rate mainly through macro-economic measures, including management of monetary
policy and interest rates.

In April 1994, the State Council established a national inter-bank foreign exchange market, called
the China Foreign Exchange Trading System (the “CFETS”), in Shanghai to provide foreign exchange
trading and settlement. CFETS now has links with over 332 banks and financial institutions in the PRC.
The CFETS is supervised and managed by SAFE in accordance with PBOC policy.

As of 1 December, 1996, the Renminbi became fully convertible for current account transactions,
including profit distribution. Subject to compliance with applicable procedures, no approvals are needed
in order to acquire foreign exchange for a current account transaction. For foreign investment enterprises,
current account transactions include payment of dividends and other distributions to foreign shareholders.
Strict controls, primarily prior to SAFE approval, continue for capital account transactions in foreign
exchange. Capital account transactions include loans, direct and portfolio investments and investments in
negotiable securities.

The Renminbi has continued to appreciate against the U.S. dollar since 1994. At the end of 1994
the exchange rate was US$1.00 to RMB8.4491, climbing to US$1.00 to RMB 8.28 on 30 April, 2003.
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TAXATION OF FOREIGN INVESTED ENTERPRISES

Business tax

In accordance with the Provisional Rules of the PRC on Business Tax and the Detailed Rules for
the Implementation of the Provisional Rules of the PRC on Business Tax, which came into effect on 1
January, 1994, businesses that provide services (other than entertainment business, whose business tax
rate shall be decided by government authorities on a provincial level in accordance with the Provisional
Rules of the PRC on Business Tax), assign intangible assets or sell immovable property are liable to
business tax at a rate of between 3% and 5% of the turnover from the services provided, intangible assets
assigned or immovable property sold, as the case may be. The amount of tax payable is calculated by
reference to the business turnover of the taxpayer and the relevant scale stipulated in the Schedule to the
Provisional Rules of the PRC on Business Tax.

Income tax

According to the Income Tax Law of the PRC Concerning Foreign Investment Enterprises and
Foreign Enterprises (the “Foreign Enterprises Tax Law”), and the Detailed Rules for the Implementation
of the Foreign Enterprises Tax Law which came into effect on 1 July, 1991, FIEs are generally required
to pay a foreign enterprise income tax at the rate of 30% of their taxable income and a local income tax
at a rate of 3% of their taxable income. Preferential tax rate for foreign enterprise income tax is granted
to FIEs which can fulfil specific requirements including: (i) FIEs situated in a special economic zone or
a coastal city and engage in specific types of industries set out in the relevant implementation
regulations, foreign enterprise income tax will be charged at a rate 24%; and (ii) FIEs situated in a
special economic zone or a coastal city and engage in specific types of industries such as energy,
transport infrastructure and port development, foreign enterprise income tax will be charged at a rate of
15%. The law also sets out that companies engaged in the energy industry, transportation and other
industries promoted by the state could be entitled to tax holidays or preferential tax benefits if they fulfil
the requirements set out in the law.

The governments of provinces, autonomous regions and centrally supervised municipalities may
also grant exemptions from or reduce local income tax for a FIE engaged in an industry or a project
encouraged by the government of the PRC.

In respect of foreign enterprise income tax, pursuant to approvals granted by the State
Administration of Taxation all of the Group’s JV Enterprises enjoy (or in the case of Phase 1 West JV,
will be entitled to enjoy) reduced rates (see “Taxation” for specific tax details in relation to each Project
in “The Road Projects”).

Profit distributions

According to the Foreign Enterprises Tax Law, foreign investors are exempt from income tax on
distributions of profits by FIEs. The relevant members of the Group which hold interests in the JV
Enterprises are foreign investors for this purpose. No withholding tax is applicable to any profit
distributions by FIEs.
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OVERVIEW

The Group’s primary business is to initiate, promote, develop and operate strategically important
roads, tunnels, bridges and related infrastructure projects in Guangdong Province in the southern PRC,
and in particular the Pearl River Delta region bordering Hong Kong. All the Group’s existing projects are
strategic components or links in the PRD’s developing highway network in which the GS Superhighway
forms a major artery between Guangzhou and Shenzhen, running through Dongguan and reaching Hong
Kong at the Shenzhen border.

The Group currently has interests in three principal toll-expressway Projects:

. The Guangzhou-Shenzhen Superhighway
. The Guangzhou E-S-W Ring Road

. Phase 1 of the Western Delta Route

All of the Group’s existing Project interests are (or will be, in the case of Phase 1 West) held
through Sino-foreign co-operative joint ventures established according to applicable PRC laws, and all
involving PRC partners established by, or closely associated with, the governmental or administrative
bodies that are responsible for transport infrastructure within the relevant regions and localities.

GROWTH IN GUANGDONG PROVINCE AND THE PRD

Hopewell is one of the leaders in the PRC infrastructure industry and one of the first foreign
companies to have invested in infrastructure projects in the PRC. The Group’s involvement in the
development of the PRD’s highway network stems from Hopewell’s vision of the potential which could
be unlocked from Guangdong and in particular the PRD following the PRC’s economic reforms of the
late 1970s. The Group’s projects originate from Hopewell’s pursuit of that vision and its consistent belief
that realisation of the PRD’s growth potential, and its economic integration with Hong Kong, would both
depend on and support the creation of an integrated highway network within the region.

Consistent with Hopewell’s original expectations, economic and industrial growth in Guangdong
Province, particularly the PRD, has proved to be one of the prime catalysts for the development of the
highway network. In addition to fuelling traffic demand, the growth of surrounding towns and facilities
and the clustering of population, industry and services in areas along the routes has served to enhance
the long-term significance of the Group’s highways. As the first expressway directly connecting
Guangzhou with Shenzhen and Hong Kong, the GS Superhighway in particular benefits from the urban
and industrial corridor which has developed along its route.

Guangdong Province is one of the wealthiest and fastest growing provinces in the PRC. GDP of
Guangdong Province has shown compound annual growth of approximately 19% over the period between
1991 and 2001, outperforming the PRC average. According to the Guangdong Statistical Yearbook 2002,
foreign direct investment in Guangdong Province in 2001 totalled US$11.9 billion, representing
approximately 25% of total foreign direct investment in the PRC. Guangdong’s share of total national
exports was approximately 36% or US$95.4 billion. According to a Working Report for Guangdong
Province published by the former Governor of Guangdong Province, Mr. Lu Rui Hua, on 13 January,
2003, Guangdong Province is estimated to have experienced significant growth in economic activity in
2002: GDP for 2002 is estimated at RMB1,167.4 billion (approximately US$141 billion) (approximately
10% growth against 2001) and total exports are estimated at US$118.6 billion (approximately 24%
growth against 2001).
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The PRD lies at the mouth of the Pearl River Estuary in the southern part of Guangdong Province.
Following the PRC’s adoption of open door economic reform policies in the late 1970s, the PRD has
rapidly been transformed from an agricultural region to become one of the world’s most important
centres of industrial output and is continuing to grow. While the PRD has only around 30% of the
population of Guangdong Province, in 2001 it accounted for approximately 78% of Guangdong
Province’s total GDP, approximately 98% of its foreign direct investment and approximately 95% of its
exports.

The PRD has benefited particularly from its proximity to Hong Kong and the existence of special
economic zones and open coastal cities which were established to boost the new economic reforms. Two
of Guangdong Province’s three special economic zones are within the PRD. This environment has
enabled the PRD to attract substantial foreign investment and has led to a process of progressive
economic integration between the PRD and Hong Kong. The Company expects this process of economic
integration to be further enhanced by the Closer Economic Partnership Arrangement (“CEPA”) signed on
29 June, 2003. CEPA sets out a number of economic measures with respect to trade in goods and
services and investment facilitation, including tariff reductions and liberalisation of professional and
investment services. The Company sees such measures as a significant positive development in the
economic relationship between the PRC and Hong Kong.

According to a survey of the Federation of Hong Kong Industries published in November 2002, it
was estimated that, of the 122,809 Hong Kong manufacturing and trading firms (“HKM&T firms”)
registered in Hong Kong, about 52%, or 63,000 firms, were economically active in the PRC in 2001. Of
these HKM&T firms, an estimated 43% had invested in factory facilities in the PRC and 45% had made
sub-contracting processing arrangements with factories in the PRC. Guangdong is the most important
base for Hong Kong’s manufacturing operations. In 2001, it was estimated that:

. there were 53,000 factories concentrated in five PRD cities (Dongguan, Shenzhen, Zhongshan,
Guangzhou and Huizhou) working for HKM&T firms;

. about 83,000 Hong Kong based staff of these HKM&T firms spent more than half of their
annual working days in Guangdong Province;

. most of the products manufactured by HKM&T firms that were economically active in the
PRC were exported to the world via Hong Kong; and

. most of the raw materials and semi-processed materials used by HKM&T firms in their
manufacturing activities in the PRC were imported from Hong Kong and other overseas
markets.

Guangdong’s highway system has grown hand-in-hand with the economic development of
Guangdong for the past decade. The province’s GDP grew more than 40 times from 1980 to 2001. At the
same time, the highway system expanded rapidly to support this growth. Highway length was merely
49,495 km in 1980 and was 104,798 km at the end of 2001. Appreciating the role that a developed
highway network plays in economic development from its own experience, the Guangdong government
made highway improvement its prime priority in its Tenth Five-year Plan (2001-2005), with a vision of
linking all major municipalities in the province as well as to connect to other provinces.

Since its first full year of operations in 1995, the GS Superhighway has seen compound annual
growth in average daily tolled traffic flow of approximately 16%. In 2002, the GS Superhighway JV was
ranked by the Ministry of Foreign Trade and Economic Cooperation among the top 500 foreign
companies in the PRC in terms of revenue.
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THE THREE EXISTING PROJECTS

Through Sino-foreign co-operative joint venture arrangements established according to applicable
PRC laws, the Group holds interests in the following three toll-expressway projects:

The GS Superhighway: the GS Superhighway is a 122.8 km closed system dual three lane
expressway running from Guangdan in Guangzhou to the Hong Kong-Shenzhen border
crossing at Huanggang in Shenzhen.

As the first and currently the only expressway directly connecting Guangzhou, the capital of
Guangdong Province, with Shenzhen and Hong Kong, the GS Superhighway is a major artery
in the developing PRD highway network, forming a north-south corridor in the eastern PRD

running through Dongguan and reaching Hong Kong at the Shenzhen border.

Many populous and/or industrial towns, and important facilities including the Shenzhen Baoan
Airport and various sea ports, are connected to the GS Superhighway’s 18 strategically placed
interchanges, and the expressway is well connected to the other major highways in the PRD.
In particular, as the only expressway connection between Shenzhen and the Humen Bridge,
the GS Superhighway is the most important route for traffic between Shenzhen and locations
in the western and south-eastern parts of the PRD.

The Guangzhou E-S-W Ring Road: the Guangzhou E-S-W Ring Road is a 38 km closed
system dual three lane expressway by-pass route running along the eastern, southern and
western fringes of Guangzhou city. Its eastern and western ends connect to Guangzhou’s
northern by-pass creating an inter-connected expressway ring road route surrounding
Guangzhou city.

The Guangzhou E-S-W Ring Road is a strategic component of the road system serving the
increasingly heavy traffic flow in and around Guangzhou city. The route is an important by-
pass for the high volume of external traffic which passes Guangzhou en route to other
destinations via the many major highways which serve Guangzhou. It also provides an
important route for Guangzhou traffic as an alternative to medium to long trips through
central parts of the city.

The GS Superhighway connects to the Guangzhou E-S-W Ring Road, as will Phase 1 of the
Western Delta Route.

Phase 1 West: Phase 1 of the Western Delta Route, currently under construction, will be a
14.7 km closed system dual three lane expressway fulfilling the strategic need for a high
speed link between Guangzhou city and Shunde. It is expected to reduce the journey time
between the two cities to approximately 10 to 15 minutes from a journey of approximately 40
minutes on existing roads.

Further details of the Group’s Projects are set out below in the section “The Road Projects”.
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KEY STRENGTHS

The Directors believe that, with over two decades’ experience in the PRC toll road infrastructure
industry, the Company has developed the following strengths and competitive advantages:

The Group has successfully established a portfolio of operational and revenue generating toll
expressway projects

The GS Superhighway and the Guangzhou E-S-W Ring Road have been completed and
generate daily cash receipts.

Revenues from these projects provide a sound financial base and the basis for the Group to
enjoy a reliable cash return.

The GS Superhighway has seen compound annual growth in average daily tolled traffic flow
of 15.9% since its first year of full year of operations in 1995.

The Group’s roads are strategically located in high economic growth areas within the PRD

The GS Superhighway

The GS Superhighway is the first and currently the only expressway directly connecting
Guangzhou in the north with Shenzhen and Hong Kong in the south, forming a corridor of
economic activity.

It forms a major artery in the developing PRD highway network, connecting the key
municipalities of Guangzhou, Dongguan and Shenzhen. These municipalities have become the
leading centres within the PRD during its recent period of substantial economic growth.

Many other towns and facilities along the route have grown up or expanded significantly with
the development of the expressway. This has reinforced the importance of the expressway.

The Guangzhou E-S-W Ring Road

The Guangzhou E-S-W Ring Road is a strategic component of the road system serving the
increasingly heavy traffic flow in and around Guangzhou.

Guangzhou is continuing to expand and develop as the commercial centre of Guangdong
Province. Existing urban expansion and renewal plans include major strategic developments
encompassing the new Guangzhou International Airport in Huadu to the north, and a new
technology oriented urban centre and sea port at Nansha to the south.

The strength of the Guangzhou E-S-W Ring Road is significantly dependent on its
connectivity, that is the number of major feeder roads connecting it with destinations for
potential traffic such as populous and important industrial regions, airports and other facilities
within the PRD. In addition to existing connections, further connections planned include:
Phase 1 West, linking with Shunde (planned for opening during 2004); the Guangzhou
Southern Expressway, linking with the Guangzhu East Line and the Nansha Port Development
Area (also scheduled for opening by 2005); and the New Guangfo Expressway linking with
Foshan.

In the light of experience with ring roads in other major cities, the Directors anticipate that
the Guangzhou E-S-W Ring Road will be an increasingly important component of the traffic
system serving the greater Guangzhou metropolitan area, and supporting the city’s outward
expansion.
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Phase 1 West

Phase 1 of the Western Delta Route will fulfil the strategic need for a high speed link
between Guangzhou city and Shunde. The Directors expect it to reduce the journey time
between the two cities to approximately 10 to 15 minutes from a journey of approximately 40
minutes on existing roads.

The Group’s Projects benefit from high barriers to competition

Early entry advantage

The high entry barriers in the toll highway industry offer the Company substantial
incumbency and lead-time advantages. Financing capacity, technological know-how,
established governmental and business relationships, and ability to commit resources to
lengthy regulatory approval and development processes are among the critical qualities for
success.

When the GS Superhighway was completed, it substantially reduced travel time between
Guangzhou and Shenzhen and was the first expressway connecting major towns and cities
within the PRD.

Build-up and development along routes

For industry seeking to establish or relocate within the PRD, there are obvious attractions in
selecting locations having ready access to the major highways. Accordingly, the long-term
significance of the Group’s routes has increased with the growth of surrounding towns and
facilities, and the clustering of population, industry and services in areas along the routes.

Established connections and feeder flow

Usage of roads depends on their accessibility relative to points of origin and destination for
their potential traffic. The Group’s completed roads are already supported by major feeder
roads connecting with many of the most highly populous and important industrial regions,
airports and other facilities in the PRD, and are well connected with the region’s other major
highways.

Complexities and lead-time for new competition

The process of obtaining necessary official approvals, land use rights and financing for a PRC
road project is complex, lengthy and expensive. Construction is also a lengthy and uncertain
process. As a result, road projects have a long lead-time to completion.

The Company has a well-defined strategy focusing on Guangdong Province and the PRD

The Company’s strategy is to leverage on its superior competitive advantages and the high
barriers of entry to the industry to capture growth opportunities.

The Group’s focus is on projects which are of strategic significance to the development of an
integrated highway network within the PRD which allows the Company to benefit from traffic
growth on its roads as well as increasing inter-connection with the PRD’s wider network.

The Group is well positioned to capitalise on continued growth within Guangdong Province
and the PRD

All of the Group’s existing Projects are strategically located within the PRD, reflecting
Hopewell’s vision of the region’s economic growth potential, and in particular the potential
for integration with Hong Kong, following the adoption of the PRC’s open door and economic
reform policies in the late 1970s.

Historical growth in traffic flow on the Group’s roads has been in line with economic growth
and increased personal wealth resulting from opportunities created by these reforms.

77



THE COMPANY AND ITS BUSINESS

The Group’s roads benefit from the continuing development of the wider network

While the Group’s roads are strategically important in their own right, traffic volume depends
on inter-connection with the wider network. The Company believes that the full potential of
its Projects will begin to be realised as the highway network within Guangdong Province and
the PRD continues to develop further.

In view of the PRC Government’s continuing focus on the national highway network, the
highway network within the PRD is set to become an integral component of a broader system
by which locations within the PRD and Guangdong Province will be connected with leading
cities across the PRC.

WTO and CEPA

The PRC’s accession to the WTO in 2001 is widely expected to contribute to continued
growth in highway usage in the PRC, and the Company also anticipates that the
implementation of CEPA will have a positive effect on trade and traffic flow between Hong
Kong and the PRC. The Company expects Guangdong Province and the PRD to remain at the
forefront of industrial and economic growth in the PRC.

The Group is well positioned to capitalise on new opportunities

While the Company believes that its track record makes it well positioned to participate in further
projects, the Company will only pursue opportunities which the Company believes will generate a
satisfactory return on investment.

The Group has proven expertise in the initiation, promotion, development and operation of
PRC toll-road projects

In the course of establishing the Group’s existing Projects, HHI has demonstrated its
expertise, and acquired substantial experience, in initiating, promoting, developing and
operating large-scale PRC toll expressway and related infrastructure projects.

The Group has normally aimed to take the lead role in the initiation and promotion of its
Projects. The GS Superhighway Project resulted from initiatives of Hopewell outlined in a
proposal letter submitted to the Guangdong Provincial Government in December 1978. HHI
took the lead role throughout the process of initiation and promotion of the GS Superhighway
Project, including negotiation of the concession rights established by the JV Contract, in the
negotiation of construction contracts and in the arrangement of financing for the Project. The
Guangzhou E-S-W Ring Road and the Western Delta Route Projects originate from the same
proposal letter from 1978.

The Group has a track record of successful co-operation with important PRC joint venture
partners

The Company believes that HHI’s choices of local joint venture partners and its ability to co-
operate effectively with these joint venture partners have contributed significantly to its
success, both in securing participation in projects and in the successful completion of the
projects it has undertaken. All of the Group’s PRC partners are entities established by, or
closely associated with, the governmental or administrative bodies having responsibility for
transport infrastructure within the relevant regions and localities, and which have significant
strategic and financial interests in the continued success of the Projects. The Company
believes that its history of successful co-operation and relationships with its joint venture
partners will position the Company well to participate in future projects consistent with the
Company’s overall business strategies.
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The Group benefits from experienced and professional management

The Group’s management team comprises a core group of highly experienced professionals
based in Hong Kong and the PRC with the origination, development, management,
engineering, operational and financial skills necessary for the effective initiation, promotion,
development and management of major PRC toll road infrastructure projects.

STRATEGY

The Company’s strategy is to leverage on its superior competitive advantages and the high
barriers to entry of the industry to capture growth opportunities. This strategy involves the following
principal elements:

To continue to focus on strategically important transport infrastructure projects in Guangdong
Province and the PRD

The Company continues to focus on initiating, promoting, developing and operating projects
which are of strategic significance to the development of an integrated highway network
within the PRD.

The Company believes that the validity of this underlying strategy has been borne out, and
that the Group’s focus on the PRD will continue to deliver benefits resulting from the region’s
strong economic growth and the progressive economic integration of the PRD and Hong
Kong.

To maintain the competitiveness of the existing Projects, and the stability of returns, through
effective management and forward planning

The Company views the management of its completed Projects as the provision of a service to
road users, and believes that alignment, accessibility, speed and safety are the key factors that
influence road users in their choice of route. For these reasons, the Company sees these
factors as key to maintaining its competitive position.

The Company aims to protect returns by ensuring that its roads are well maintained, and offer
smooth flow of traffic. Central to the Company’s strategy is forward planning and anticipation
of demand. Several examples of forward operational planning, aimed at establishing prime
road conditions to suit future traffic requirements, are currently in progress on the GS
Superhighway. They include the re-paving of the road surface, the improvement and
expansion of the entry-exit facilities at the Nantou and Huangtian interchanges, and the
expansion from six to eight lanes of a high volume 2.7 km section between the Hezhou and
Huangtian interchanges near Shenzhen Baoan Airport. The introduction of IC card toll
collection technology is another example, and the Company will continue its policy of
deploying proven technology where appropriate and to the benefit of these objectives.

To capitalise on opportunities to participate in further projects

The Company believes that its experience and track record in successfully completed road
projects and the connections and reputation built up by the Company and its officers within
the PRC will continue to lead to opportunities to participate in further projects. However, the
Company will only pursue opportunities which the Company believes will generate a
satisfactory return on investment.

The Company believes that the development of a bridge-tunnel connecting Zhuhai in
Guangdong and Macau with Hong Kong will be strategic to the further economic development
of the PRD, Hong Kong and Macau.
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In addition to being a logical and significant step in furthering the development of the PRD,
Macau and Hong Kong as an integrated economic zone, the Company believes that this
project would open up and accelerate the economic development of the western PRD resulting
in the enhancement of the overall competitiveness of the PRD as a world-wide manufacturing
base, providing new dynamism to the economy of Hong Kong as well as further developing
Hong Kong, Macau, Zhuhai and Shenzhen into an integrated tourist zone.

In the Policy Agenda of the Second Term Government of the HKSAR published on 8 January,
2003, and in the Hong Kong Chief Executive’s address to the Hong Kong Legislative Council
delivered on the same date, it was stated that such a bridge link is being pursued as a priority
project subject to the results of an ongoing PRC governmental feasibility study.

HHI has devoted significant efforts to promoting this project and will actively continue to
pursue it. If the project proceeds, the Company believes that it would be well positioned to
participate subject to satisfactory investment considerations.

. The Group, through HHI West Co, retains the concession rights for Phases 2 and 3 of the
Western Delta Route. Although no firm plans have yet been formulated for development of
Phase 2 or 3, the development of these further Phases is being actively pursued by the Group.
This may be implemented by way of a joint venture with a suitable PRC partner.

Phases 2 and 3 of the Western Delta Route are envisaged to comprise approximately 42 km of
expressway running from the southern end of Phase 1 West in Shunde through to Zhongshan.
At Zhongshan, the route would connect with (i) National Highway 105, which runs through to
Zhuhai in the south, and (ii) the Jiangzhong Expressway (planned to be completed in 2004)
which will link Jiangmen in the west and the Guangzhu East Line in the east. On completion
of all three Phases of the Western Delta Route, it would create an arterial expressway system
directly linking Guangzhou, Nanhai, Shunde and Zhongshan.

. In addition to the projects it initiates, the Group will, in appropriate cases, consider other
opportunities to participate in projects which are aligned with the Group’s focus on
strategically important road and related infrastructure projects.

. While the Group’s primary focus is on Guangdong Province and the PRD, the Group’s track
record, connections and reputation may give rise to other opportunities in the PRC.

HISTORY, DEVELOPMENT AND REORGANISATION

Hopewell is one of the leaders in the PRC infrastructure industry and was one of the first foreign
companies to invest in infrastructure projects in the PRC. The development of the Group’s toll-
expressways stems from initiatives taken by Hopewell in the late 1970s and early 1980s based on
Hopewell’s vision of the potential which could be unlocked from Guangdong and in particular the PRD
region following the PRC’s economic reforms of the late 1970s. The Group’s projects originate from
Hopewell’s pursuit of that vision and its consistent belief that realisation of the PRD’s growth potential,
and its economic integration with Hong Kong, would both depend on and support the development of an
integrated highway network within the region.

The Hopewell Group’s first PRC toll-road project was established in the late 1980s stemming from
original proposals put forward by Hopewell in 1978. These original proposals included expressways in
the eastern and western parts of the PRD as well as a ring road by-pass system for Guangzhou city. The
original proposals included what have subsequently become (in their respective current forms) the GS
Superhighway, Guangzhou E-S-W Ring Road and Phase 1 West Projects. In the meantime, Hopewell also
secured participation in the Shunde 105 road enhancement project, as well as the Shunde Roads project
covering a network of four local roads in Shunde. In the course of pursuing this strategy and establishing
its track record in successfully completed road projects, the Hopewell Group and HHI have acquired
significant experience and reputation within the PRC.
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Hopewell’s China infrastructure division was formed in 1995 for the purpose of developing,
owning, managing and operating the Hopewell Group’s principal PRC transportation infrastructure
projects. All five of the Hopewell Group’s toll-road Projects have previously been managed under the
China infrastructure division’s project and management teams.

The Group’s corporate, operational and management structure has been created by means of a
reorganisation completed in anticipation of the Offering. The Group’s businesses comprise the three
closed system toll-expressway projects formerly under Hopewell’s China infrastructure division. Under
the terms of this reorganisation, all Hopewell Group personnel who have previously been involved as
members of the project and management teams for any of the Group’s three Projects were transferred
across to the Group. The Hopewell Group’s interests in the Shunde 105 and Shunde Roads projects (both
of which are open system class 1 highways) have been retained by or transferred to other subsidiaries of
Hopewell which do not form part of the Group. (See “Group Structure” and “Relationship With The
Hopewell Group” below).

GROUP STRUCTURE

The Company is the holding company for the Group and the Group’s interests in its three existing
Projects.

The Group’s corporate, operational and management structure has been created by means of a
reorganisation completed in anticipation of the Offering. As part of this reorganisation, all Hopewell
Group personnel who have previously been involved as members of the management teams for any of the
Group’s three Projects have been transferred across to the Group. The Hopewell Group’s interests in the
Shunde 105 and Shunde Roads projects (both of which are open system class I highways) have been
retained by or transferred to other subsidiaries of Hopewell which do not form part of the Group. (See
“Relationship With The Hopewell Group”).

All of the Group’s three existing projects are joint ventures established (or to be established in the
case of Phase 1 West JV) according to applicable PRC laws governing Sino-foreign co-operative joint
ventures.

A summary of the three JV Enterprises is set out in the following table:

GS Superhighway JV Ring Road JV Phase 1 West JV
Date of establishment 27 April, 1988 26 December, 1992 In the process of being
established
Approval requirements Certificate of Approval for Certificate of Approval for Final approval is in the

its establishment as a Sino- its establishment as a Sino- process of being obtained
foreign co-operative joint  foreign co-operative joint

venture was issued by venture was issued by
Guangdong Provincial Guangzhou Municipal
Government on 25 April, Government on 24

1988 December, 1992
Business Licence was Business Licence was
issued by PRC Industrial issued by PRC Industrial
and Commercial and Commercial
Administrative Bureau on ~ Administrative Bureau on
27 April, 1988 26 December, 1992
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Total investment

Other financing information

Registered capital

Concession period

Scope of business activities

Joint venture arrangements

GS Superhighway JV

Ring Road JV

Phase 1 West JV

RMB12,217 million (total
cost of construction as
audited by Guangdong
Provincial Audit Bureau)

Please see “Financing” in
“The Road Projects —
Guangzhou-Shenzhen
Superhighway”

RMB471 million
(equivalent to HK$702
million) fully paid and
verified on 12 December,
1991

30 years from 1 July, 1997

To plan, design, construct,
operate and manage the GS
Superhighway Project and
various facilities along the
route of the GS
Superhighway, including,
cafeterias, advertisements,
public bus services, car
parks, refueling stations,
motor vehicle repair
centres, stations for
passenger and goods
vehicles and retail sales

Please see “Joint Venture
and Project Management
Arrangements” in

“The Road Projects —
Guangzhou-Shenzhen
Superhighway”
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RMB4,500 million

Please see “Financing” in
“The Road Projects —
Guangzhou East-South-
West Ring Road”

US$55 million fully paid
and verified on 23 March,
1995

30 years from 1 January,
2002

To plan, design, construct,
operate and manage the
Guangzhou E-S-W Ring
Road Project and various
facilities along the route of

the Guangzhou E-S-W Ring

Road as provided in the
Ring Road JV Contract

Please see “Joint Venture
and Project Management
Arrangements” in “The
Road Projects —
Guangzhou East-South-
West Ring Road”

RMB1,680 million
(approved by the
Guangdong Provincial
Development Planning
Committee)

Please see “Financing of
Phase 1 West” in “The
Road Projects — Phase 1
West”

Approved to be not less
than 35% of the total
investment i.e.
RMBS588 million and
yet to be paid

30 years from date of
establishment (expected in
2003)

Subject to the final
approval, the scope of
business activities is to
invest, plan, design,
construct and operate Phase
1 West

Please see “Joint Venture
Arrangements for Phase 1
West” in “The Road

Projects — Phase 1 West”
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The Group’s corporate and shareholding structure immediately following the Offering can be
illustrated by the following diagram:

Hopewell
(Hong Kong)
100%“
Anber Investments
Limited
(BVD)
| 75%M
HHI
(Cayman Islands)
100% | 100% 100%
Jetgold Limited Yager Ifltérnatlonal Wllbertorc‘e I.nlernatlonal
Limited Limited
(BVI)
(BVI) (BVI)
[
100% 97.5%@ 100% 100%)
Most Top Limited Kingnice Limited HHI Ring Road Co HHI West HK Co
(BVI) (BVI) (BVI) (Hong Kong)
100%) 100% |
Fan Wai |
HHI GS Superhighway Co an . a
Properties Ltd |
(Hong Kong) :
(BVI) [ :
I 45%3) 100% 50%3
| — RingRoad iV R
ne | Phase | West]V |
L 50%G) (Guangzhou HHI West Co (Phase 1 West) :
T e T _l | E-S-W Ring Road) | (PRC)
| GS Superhighway JV (PRC) | (PRC)
(GS Superhighway) | b =
(PRC) |
L __J PRC joint venture company
777777777777777777777 PRC joint venture company to be established
Notes:
1. 1) Hopewell’s interest is stated before taking account of the Over-allotment Option or any Shares which may be issued

on exercise of the subscription rights attaching to the Warrants or upon the exercise of options which may be granted
under the Share Option Scheme.

(ii))  Bank of China (Hong Kong) Limited has an option to purchase from Hopewell up to 5% of the existing issued share
capital of the Company as at the date on which dealings in the Shares first commence on the Stock Exchange (“BOC
Option”). See “Substantial Shareholders — BOC Option” for further details of this option.

2. A minority party holds 2.5% of Kingnice Limited, which is the parent of HHI GS Superhighway Co. The minority party is
entitled to the equivalent of 1%, to be reduced to 0.75% after the tenth year of the concession period, of the total dividends
distributed by the GS Superhighway JV less overhead and other administrative expenses of the HHI GS Superhighway Co
and Kingnice Limited.

3. The percentage interests indicated for the PRC joint venture companies are based on the joint venture partners’ proportionate
entitlements to profit share, net cash flow and net operating income (as the case may be) as specified in the relevant JV
Contracts.

4. Anber Investments Limited is an indirect wholly-owned subsidiary of Hopewell.

5. The Group holds 100% of the ordinary share capital. As a result of corporate reorganisations, the Hopewell Group retains

certain non-voting economically worthless deferred shares (see “Further Information About The Company — Corporate
Reorganisation” in Appendix IX).
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Following completion of the Offering, Hopewell will continue to be the Company’s controlling
shareholder. Key aspects of the continuing relationship between the Group and the Hopewell Group are
described in more detail in the section “Relationship With The Hopewell Group” below.

INITIATION, PROMOTION AND MANAGEMENT OF PROJECTS

HHI has normally aimed to take the lead role in the initiation and promotion of its Projects. The
GS Superhighway Project was established in the mid-1980s as Hopewell was pushing forward with its
vision of an integrated highway network for the PRD. The Project resulted from initiatives of Hopewell
outlined in a proposal letter submitted to the Guangdong Provincial Government in December 1978.

As with all foreign invested projects in the PRC, the GS Superhighway Project conforms to a
permitted form of investment structure and has been established by HHI as a Sino-foreign co-operative
joint venture together with Guangdong Provincial Highway Construction Company as HHI’s PRC partner.

HHI took the lead role throughout the process of initiation and promotion of the GS Superhighway
Project, including negotiation of the concession rights established by the JV Contract, and the
construction contracts, and in arranging financing for the Project. The position of General Manager,
which carries key responsibilities in relation to ongoing management functions, has been held by
Hopewell’s Chairman, Sir Gordon Wu, since the establishment of the GS Superhighway JV in 1988. (See
“The Road Projects — The Guangzhou-Shenzhen Superhighway”).

The Guangzhou E-S-W Ring Road Project originates from the same proposal letter in 1978. HHI
again took the lead role throughout the process of initiation and promotion of the Project before
introducing CKI as a co-participant. The Project was originally established as a Sino-foreign co-operative
joint venture with the Guangzhou City Tongda Highway Co. Ltd as PRC partner. CKI was introduced as
the second foreign party at the initiative of HHI in 1997 when the Project was restructured to its current
form. (See “The Road Projects — The Guangzhou E-S-W Ring Road”). The Western Delta Route was
originally also covered by the joint venture arrangements for the GS Superhighway. The two routes were
subsequently separated for independent development which has facilitated the creation of the Phase 1
West Project. (See “The Road Projects — Phase 1 West”).

The Group’s Projects follow the “Build-Operate-Transfer” or “BOT” model, and all the Sino-
foreign co-operative joint ventures are in operation for a defined concession period at the end of which
the fixed assets will be transferred to the PRC partners or government for nil consideration.

In addition to the projects it initiates, the Group will, in appropriate cases, consider other
opportunities to participate in projects which are aligned with the Group’s focus on strategically
important road and related infrastructure projects. While the Group’s primary focus is on Guangdong
Province and the PRD, the Group’s track record, connections and reputation may give rise to other
opportunities in the PRC.

The Group’s support for its projects will invariably include the full-time secondment of suitably
experienced and expert professional personnel to strategic roles within the relevant joint venture company
in accordance with the particular joint venture agreement. In addition, the Group maintains its own
separate teams to monitor progress and performance of its Projects, which typically involves the
assignment of senior HHI accounts and operational executives to cover one, or in some cases more than
one, project on a full-time basis.

The Group’s co-operative joint ventures are jointly controlled by the respective joint venture
partners and no one partner has absolute control. Although the JV Contracts do not expressly confer on
the Group any power of veto over the affairs of the JV Enterprises, the Group’s joint venture
arrangements typically require consensus among HHI and its joint venture partners in relation to major
decisions such as changes in total investment or registered capital, financing arrangements, appointment
of senior management, distribution of profits, changes to articles of association and insurance. HHI’s
overall experience in relation to its joint ventures has indicated that its joint venture contracts provide
effective safeguards on significant decisions and changes and that, in practice, significant decisions are
taken based on consensus among the joint venture partners. During the Track Record Period, the Group
has not experienced any significant problems with its joint venture partners which have not been
amicably resolved.
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The Company has adopted a policy that, in general, the Group will only participate in closed
system expressway projects (as opposed to open system highways), unless the size of the project makes
it justifiable for the Group to do otherwise or if there are other special circumstances. Interests in two
open system class I highway projects in Shunde have been retained by the Hopewell Group. (See
“Relationship With The Hopewell Group”).

PROJECT MANAGEMENT EXPERIENCE

HHI’s project management team has substantial experience in constructing and operating large-scale
PRC toll road and related infrastructure projects. The Group has a core group of professionals based in
Hong Kong and the PRC who are actively involved in all aspects of the development and operation of
the Group’s various projects. HHI’s experience in developing its projects in the PRC dates back to the
late 1970s and early 1980s when the Hopewell Group was one of the first foreign companies to invest in
infrastructure projects in the PRC.

FINANCING ARRANGEMENTS

The Group’s Projects have been financed by a combination of registered capital and shareholders’
loans provided by the Group and its joint venture partners and bank loans and other financing raised
from external sources by the JV Enterprises.

The Group has provided registered capital and, with the exception of the Phase 1 West IV,
shareholder loans to all the JV Enterprises in which it has invested. The shareholder loans advanced by
the Group to the GS Superhighway JV have been repaid in full from the Project’s cashflow and/or
proceeds of re-financings arranged by the GS Superhighway JV.

At 31 May, 2003, the following amounts were outstanding in respect of registered capital or
shareholder loans provided by the Group to its various JV Enterprises:

Project GS Superhighway Guangzhou E-S-W Ring Road Phase 1 West
Registered Capital ....... HK$702 million US$27.5 million RMB294 million
Shareholder Loan ........ Nil RMB979 million Nil
Notes:

(1) The registered capital for the GS Superhighway JV was contributed in the amount of HK$702 million (equivalent to
RMB471 million at the then prevailing exchange rate) and the registered capital for the Ring Road JV was contributed by
the Group in US dollars. Pursuant to the relevant JV Contracts, such amounts are to be returned by the JV Enterprises in the
currencies and amounts in which the respective contributions were made.

2) The registered capital provided to the GS Superhighway JV confers entitlement to an accruing return linked to benchmark
HKS$ lending rates. Otherwise, none of these amounts bear interest or any equivalent entitlements.

3) Subject to the terms of the Phase 1 West JV Contract to be entered into, the registered capital for the Phase 1 West JV is a
commitment of which no less than 15% (the amount will be agreed between the parties when the Phase 1 West JV Contract
is entered into) will become due no later than 90 days after the Phase 1 West JV is formally established on completion of
the official approval process, and the remaining amount will be paid no later than three years after the establishment of the

Phase 1 West JV according to progress of construction.

The JV Contracts typically provide for repayment of shareholder loans and registered capital from
cash flow generated by the relevant JV Enterprise and, as between the joint venture partners, this
entitlement normally ranks ahead of entitlement to profit distributions. However, the terms on which a JV
Enterprise raises financing may contain restrictions affecting such payments.
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At 31 May, 2003, the Group had outstanding borrowings of HK$422.0 million being the
outstanding balance of a secured bank facility arranged to partially finance the Group’s investment in the
Guangzhou E-S-W Ring Road Project, and advances from the Hopewell Group in the amount of
HK$5,004.3 million of which HK$4,500.0 million was subsequently capitalised. The remaining balance
of such bank facility and advances from the Hopewell Group will be repaid from the proceeds of the
Offering.

Further details concerning these financing arrangements are contained in relevant parts of the
section “The Road Projects”, and in “Financial Information — Management’s Discussion and Analysis”.

ESTABLISHMENT

The Group’s staff comprises 12 senior executives and other professionals, and 20 administrative and
support staff. The Group has office premises in Room 64-02, 64th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong. (See also “Directors, Senior Management and Staff” below).

The Group’s organisational structure immediately following the listing is set out in the diagram
below:

Board of Directors

Hong Kong Office PRC Office
Finance & Administration Project Development Guangzhou GS Phase 1
Accounts De ariment & Administration Ring Road Superhighway W tag:ff.
Department P Department Office Tai Ping Office estUtiee

INFORMATION CONCERNING THE LISTING RULES

The respective JV Enterprises are jointly controlled by the relevant joint venture partners and no
one partner has absolute control. For this reason, the JV Enterprises are not subsidiaries of the Company
for the purposes of the Companies Ordinance or the Listing Rules, including for the purposes of Chapter
14 of the Listing Rules which restrict certain transactions by listed companies and their subsidiaries.
However, Chapter 14 of the Listing Rules will apply on the normal basis to any transaction by any
member of the Group with respect to or affecting its interest in the JV Enterprises. Accordingly (where
relevant under Chapter 14 of the Listing Rules) certain disposals of interests in the JV Enterprises may
require disclosure and/or the prior approval of the Company’s shareholders. Moreover, the JV Contracts
provide effective safeguards so that, in practice (among other things), significant decisions are taken
based on consensus among the joint venture partners and HHI has access to all necessary information
concerning the operations and finances of the JV Enterprises. The Company has agreed with the Stock
Exchange that, after the Listing Date, the Group will comply with Chapter 14 of the Listing Rules and
the general disclosure obligations under paragraph 2(1) of the Stock Exchange Listing Agreement, in
each case as if the existing or future Sino-foreign co-operative joint venture enterprises jointly controlled
by the Group which are operating or will in the future operate toll road and infrastructure projects of the
Group (collectively, the “CJVs”) were subsidiaries for such purposes, provided that Chapter 14 of the
Listing Rules will not apply to any transactions pursuant to or for the purposes of implementing the JV
Contracts, or any existing arrangements or dealings in relation to the Projects or the CJVs (the material
ones of which are as disclosed in this prospectus, including entering into the proposed Phase 1 West JV
Contract and the proposed arrangements and dealings in relation to the Phase 1 West JV and all
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transactions in connection with the joint venture contracts in relation to the CJVs, as disclosed in this
prospectus), as may be varied from time to time. However, any variation of such contracts or
arrangements which affects the Group’s economic interest in the CJVs by more than 3% of the
consolidated net tangible assets as disclosed in the latest published accounts of the Company will be
subject to Chapter 14 of the Listing Rules. Pursuant to letters dated 16 June, 2003, each of GS
Superhighway JV and Ring Road JV has undertaken to provide the Group with full access to relevant
information to enable the Company to discharge its disclosure obligations. The Company will procure a
similar undertaking from the Phase 1 West JV at an appropriate time after the establishment of the JV
Enterprise.

Based on discussions with its PRC joint venture partners, the Company is not aware of any current
intention of the PRC joint venture partners to put forward the Projects now included in the Group as the
basis for a listing of another entity or to obtain a listing of their interests in the JV Enterprises.

INSURANCE

Each of the JV Enterprises maintains insurance cover which the Directors consider, based on the
advice of the Group’s insurance advisers, to be appropriate to the operations and circumstances of the
particular Project. All of the JV Enterprises which operate completed roads maintain cover which
includes public liability, property all-risk and money all-risk cover. The Phase 1 West Project (and, when
established, the Phase 1 West JV) has the benefit of construction all-risk and third party liability cover in
respect of the Project’s development. These insurances are typically one or two year policies renewable
in accordance with normal industry practice and are subject to exclusions and limitations on amounts
insured. Following consideration of advice from its insurance advisers, the Directors believe that these
insurance arrangements, and the Group’s own insurance cover, are adequate and conform to insurance
programs customary for operators and developers of toll roads within the PRC and, in the case of the
Group, its particular circumstances. No insurance claims were made by the Group during the Track
Record Period.

LAND USE RIGHTS AND PROPERTY INTERESTS

The GS Superhighway JV has yet to obtain certificates of building ownership for units in Jiaxing
Building which it is entitled to own. In its valuation report in Appendix IV, FPD has valued these units
at HK$26.6 million, representing approximately 0.1% of total fixed assets of GS Superhighway JV.
Additionally, land use rights certificates for those sections of the Guangzhou E-S-W Ring Road within
Guangzhou remain to be obtained by the Ring Road JV. Such land has been acquired pursuant to a land
acquisition agreement between the Ring Road JV, the Ring Road PRC Partner and a PRC authority. The
Group is in the process of obtaining the outstanding land use rights certificates for these sections of the
Guangzhou E-S-W Ring Road and the Company considers it to be a matter of normal practice that these
land use rights certificates be applied for at the current stage of this Project. All material approvals for
the Guangzhou E-S-W Ring Road Project have been obtained except for the land use rights certificates
as described above. The application for the land use rights certificates is usually the last set of approvals
to be applied for in a PRC toll road project which normally takes place after the road and the ancillary
works, such as connection to feeder roads, are fully completed and the warranty periods in the
construction contracts have expired. In the case of the Guangzhou E-S-W Ring Road, the warranty period
expired in late 2002 and the application process for the land use rights certificates commenced at around
the same time. The Company estimates that it may take a further 6 to 12 months or more to obtain these
certificates. The total length of the sections in question accounts for approximately 31 km of the
Guangzhou E-S-W Ring Road’s total length of approximately 38 km and there is no practicable basis for
valuing these sections of the Guangzhou E-S-W Ring Road on a stand-alone basis. Pursuant to a deed of
indemnity entered into between the Hopewell Group and the Company, the Hopewell Group has agreed,
conditional upon the commencement of dealings in the Shares on the Stock Exchange, to indemnify the
Company against any liabilities and penalties imposed on the Group if the Ring Road JV is unable to
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obtain the outstanding land use rights certificates for the Guangzhou section of the Guangzhou E-S-W
Ring Road after having taken all necessary actions to obtain them (such actions include but are not
limited to paying all fees, charges, premiums and costs, and incurring all expenses, which are necessary
for obtaining the certificates).

The Company has obtained a legal opinion from Haiwen & Partners, its legal adviser on PRC law,
with respect to the land use rights of the Group’s JV Enterprises stating that there is no significant
impediment to their business operations and, save as disclosed in this section, each of GS Superhighway
JV and Ring Road JV has obtained all relevant land use rights certificates for the land used for the
purpose of expressways. Each of GS Superhighway JV and Ring Road JV has also obtained all building
ownership certificates for its buildings which require such certificates. Further, the legal opinion states
that there is no legal impediment to obtaining the remaining land use rights certificates for the
Guangzhou E-S-W Ring Road. As Phase 1 West JV is in the process of being established and
constructed, relevant land use rights certificates will be applied for in due course after construction has
completed. All necessary approvals for the use of the required land for the construction of the Phase 1
West Project have been granted.

The valuation report of FPD, an independent valuer, with respect to the property interests of the JV
Enterprises and the Group and the text of its letter, summary of values and valuation certificate are set
out in Appendix IV “Property Valuation”.

ENVIRONMENTAL CONSIDERATIONS

Environmental protection in the PRC is governed by the Law of Environmental Protection and a
number of related regulations covering air pollution, air quality, water and ocean pollution and hazardous
substances. Local governments are encouraged to supplement the central government’s regulations with
local laws and standards to suit the local situation. In addition, the JV Enterprises in which the Group
has interests are subject to a number of regulations specifically applicable to infrastructure companies.
Although these laws and regulations relate principally to pollution and hazardous substances, the Group’s
Projects may have an impact on the natural environment due to the presence of the highways, and the
large-scale works involved in maintaining and repairing highways. The Company is not aware of any
material breach of these laws or regulations by the JV Enterprises during the Track Record Period.
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THE GUANGZHOU-SHENZHEN SUPERHIGHWAY

The Company has an indirect interest in the GS Superhighway which links Guangzhou, the capital
of Guangdong Province, to Shenzhen and Hong Kong. The GS Superhighway runs from Guangdan in
Guangzhou to the Hong Kong-Shenzhen border crossing at Huanggang in Shenzhen. The Company’s
interest in the GS Superhighway is held through a Sino-foreign co-operative joint venture established in

partnership with Guangdong Provincial Highway Construction Company.

The Road
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Guangzhou-Shenzhen Superhighway

Key Data

Route ..o, Guangdan in Guangzhou to Huanggang in Shenzhen
Total Length .......coccuvveeeeeen. 122.8 km

Classification.............cccce..... Expressway

Number of lanes Dual 3 lanes

Design speed ......cccccuvveeennen. 120 km per hour

Toll system ........cceeeuvveeeeeenn. Closed system

Number of toll plazas.......... 18

Number of interchanges ...... 18 (including barriers at both ends)

Joint venture partner............ Guangdong Provincial Highway Construction Company
Concession period 30 years from 1 July, 1997

SEALUS e Fully operational, collecting tolls

& L TS

As the first and currently the only expressway directly connecting Guangzhou, the capital of
Guangdong Province, with Shenzhen and Hong Kong, the GS Superhighway is a major artery in the

developing PRD highway network, forming a North-South corridor of economic activity.
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The GS Superhighway is a closed system expressway with 18 interchanges which are all fully
operational. A toll plaza is located at each of these interchanges. Its dual three lane carriageways are
asphalt-paved, with emergency parking shoulders in each direction, and have a design speed of 120 km
per hour. The maximum speed limit is 110 km per hour. The expressway has been equipped with an
emergency phone system (with emergency telephones every 2 km), a lighting system and closed circuit
television system along the full length of the expressway, twelve electronic message display panels to
provide information to drivers en route and an optical fibre system for the transmission of data from the
toll booths to the management centre. Three petroleum filling stations have been developed by licensees
of GS Superhighway JV along the expressway.

The GS Superhighway has been collecting tolls since its trial operation in July 1994. Its official
opening on 1 July, 1997 marked the commencement of the project concession period.

Destinations and Major Connections

The GS Superhighway route forms a major economic corridor between Guangzhou, the capital of
Guangdong Province, and Shenzhen and Hong Kong. The expressway takes in the major cities of
Guangzhou, Dongguan and Shenzhen, reaching Hong Kong at the Shenzhen border.

Many populous and/or industrial towns such as Futian, Baoan, Songgang, Changan, Taiping, Houjie,
Shigu, Luogang and Xintang are connected to the expressway’s 18 strategically placed interchanges. The
GS Superhighway also provides a link to various important facilities such as the Shenzhen Baoan
Airport, the Huangpu port, Humen port and Xinsha port and the new Guangzhou International Airport at
Huadu scheduled to open by mid-2004.

In addition to serving the towns and facilities in its immediate corridor, the expressway is well
connected to the other major highways in the PRD. In particular, the GS Superhighway provides the only
expressway connection between Shenzhen and the Humen Bridge which connects the eastern and western
banks of the Pearl River. For this reason, it is the most important route for traffic between Shenzhen and
locations in the western and south-eastern parts of the PRD.

Other major feeder road connections include the Ji He Expressway (connecting with the Shenzhen
Baoan Airport and Heao, leading to Shantou via the Shenshan Expressway), Changhu Expressway (which
will connect with Changpeng and Humen port), Dongguan Da Dao (connecting with the centre of
Dongguan), Guangyuan East Expressway (connecting with eastern Guangzhou), the Guangzhou Second
Ring Road (the completed northern section of which will connect with the new Guangzhou International
Airport at Huadu, and the eastern section of which will connect with eastern Guangzhou and Panyu), the
Guangzhou Ring Road and National Highway 107. All are fully operational, except for Changhu
Expressway and the Guangzhou Second Ring Road.

The GS Superhighway route is well positioned to benefit from significantly improved border
crossing efficiency now that the Huanggang border crossing with Hong Kong has been opened on a 24
hour basis since 27 January, 2003.

At Guangzhou, the GS Superhighway connects with the eastern end of the Guangzhou E-S-W Ring
Road.

Initiation and Promotion of the Project

The GS Superhighway Project was formulated in the mid-1980s as Hopewell was pushing forward
with its vision of an integrated PRD highway network following the PRC’s economic reforms of the late
1970s. The Project resulted from initiatives of Hopewell outlined in a proposal letter submitted to the
Guangdong Provincial Government in December 1978. The original highway proposals covered a route
connecting Guangzhou with both Shenzhen and Zhuhai, including certain sections now encompassed by
the Western Delta Route. The same proposal letter contained the original idea for what is now the
Guangzhou E-S-W Ring Road.
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The GS Superhighway was a groundbreaking project giving rise to numerous novel and complex
considerations. Formal proposals for the GS Superhighway Project were encapsulated in a letter of intent
entered into with the PRC partner in June 1981. Following completion of the feasibility study,
preliminary approval for the Project was obtained in 1984 and the joint venture was formally established
in April, 1988. The process of arranging financing was lengthy and complex due to the novelty of project
finance in the PRC at that time and the US$800 million syndicated loan for the financing of the project
was finally signed in March 1991. The full construction programme commenced after closing of the
financing arrangements in 1992, and trial operation began in 1994.

Throughout this process, HHI had taken the lead role in the initiation and promotion of the Project,
including negotiation of the concession rights established by the JV Contract and the construction
contracts, and in arranging financing for the Project (see “Joint Venture and Project Management
Arrangements” below).

The joint venture arrangements for the GS Superhighway originally also included an expressway
route across the western PRD between Guangzhou and Zhuhai. The two projects were subsequently
separated for independent development, and the western route was revised to what is now the Western
Delta Route. This has facilitated the creation of the Phase 1 West Project (see “The Road Projects —
Phase 1 West”).

Joint Venture and Project Management Arrangements

As with all foreign invested projects in the PRC, the GS Superhighway Project conforms to a
permitted form of investment structure. The Project has been established by the Group as a Sino-foreign
co-operative joint venture in partnership with Guangdong Provincial Highway Construction Company as
HHI’s PRC partner. The PRC partner is a state-owned enterprise under the administration of Guangdong
Provincial Communication Company (Group) Limited. Guangdong Provincial Communication Company
(Group) Limited is a state-owned enterprise established by the Guangdong Provincial Government which
primarily engages in the investment, construction, supervision and operation of major transportation and
infrastructure projects in Guangdong Province.

The GS Superhighway JV was established by HHI GS Superhighway Co and the GS Superhighway
PRC Partner pursuant to the GS JV Contract entered into on 20 April, 1987 (and subsequently amended)
for the purpose of the construction, operation and management of the GS Superhighway. Under PRC law,
the GS Superhighway JV is a separate joint venture enterprise with limited liability, and the liability of
each joint venture partner with respect to the GS Superhighway JV is limited to the amount of registered
capital which it has committed to provide.

The GS JV Contract establishes a Sino-foreign co-operative joint venture according to applicable
PRC law. The co-operative joint venture model affords flexibility in structuring the project investments
and in determining the rights, liabilities and obligations of the joint venture partners, with their
respective entitlements to share in profits of the GS Superhighway JV being governed by the GS JV
Contract. During the 30 year concession period established by the GS JV Contract, and which
commenced on 1 July, 1997, HHI GS Superhighway Co is entitled to share the profits of the GS
Superhighway JV calculated in accordance with the GS JV Contract as to 50% for the first ten years,
48% for the next ten years and 45% for the final ten years.

HHI took a lead role in the initiation, promotion, financing, construction, development and
operation of the Project, including negotiation of the concession rights established by the JV Contract,
and the construction contracts, and in arranging financing for the Project. The position of general
manager, which carries key responsibilities in relation to ongoing management functions, has been held
by Hopewell’s Chairman, Sir Gordon Wu, since the establishment of the GS Superhighway JV in 1988.
At the operational level, Sir Gordon Wu has delegated his duties as general manager to another full-time
employee of HHI who serves as acting general manager of the GS Superhighway JV. Sir Gordon Wu’s
appointment as general manager has no fixed term.

91



THE ROAD PROJECTS

Under the GS JV Contract, HHI GS Superhighway Co is entitled to appoint five of the ten directors
of the GS Superhighway JV. Unanimous board approval is required for major decisions such as
appointment and removal of the general manager, changes in the total investment and registered capital,
insurance, financing, distribution of profits, and changes to the articles of association. A meeting of the
board shall be attended by at least 60% of the directors.

Project Concession

The GS Superhighway JV has a concession period of 30 years from 1 July, 1997. At expiration of
the concession period, all fixed assets owned by it will be transferred to the GS Superhighway PRC
Partner for zero consideration and the GS Superhighway JV will be dissolved. On dissolution at the end
of the concession period, the parties will participate in any residual surplus assets according to their
respective profit sharing ratios at that relevant time.

Financing

Financing arrangements

The GS Superhighway JV is a joint venture enterprise established under PRC law and has a
registered capital of RMB471 million contributed entirely by the Group through HHI GS Superhighway
Co in the amount of HK$702 million determined according to the exchange rate prevailing at the time of
contribution.

The initial budgeted project cost of the GS Superhighway was approximately US$1,150 million.
This was to be funded by a combination of HK$702 million (approximately US$90 million) of registered
capital, and HK$858 million (approximately US$110 million) and US$50 million in shareholder’s loans
from HHI GS Superhighway Co, together with various bank borrowings including an original syndicated
project finance facility of US$800 million (the “Original Syndicated Facility”) taken out in 1991 by HHI
GS Superhighway Co and on-lent to the GS Superhighway JV. Following improvements in design, and in
order to reduce maintenance costs, the Group made an additional investment of approximately RMB6
billion to fund the elevation of some sections (in total over 30 km) of the expressway in north Dongguan
and between Dongguan and Shenzhen and the expansion of various interchanges, including additional
foundation and tunnel works, and the acquisition of certain additional land required. As a result of this
additional contribution, HHI GS Superhighway Co was granted an increase in its profit sharing ratio (as
reflected in the current entitlements) and was credited with an additional shareholder loan of
approximately RMB2.5 billion. The GS Superhighway PRC Partner has also agreed in principle for HHI
GS Superhighway Co to have certain contingent economic entitlement in property developments within
certain of the GS Superhighway’s interchanges. (See ‘“Property Development” below).

In January, 2001, as part of a refinancing exercise, the outstanding balance of the Original
Syndicated Facility as on-lent to the GS Superhighway JV was prepaid in full from the proceeds of a
new loan obtained by the GS Superhighway JV from a PRC bank. In February, 2002, approximately
US$684 million of the shareholder loans provided by HHI GS Superhighway Co was also repaid from
the proceeds of another loan facility from the same PRC bank. As at 31 May, 2003, the outstanding
amounts under the main loan facilities taken out by the GS Superhighway JV were approximately: (i)
US$955 million outstanding under the two facilities from a PRC bank in relation to the prepayment of
the Original Syndicated Facility and repayment of shareholder’s loan as mentioned above (the “Principal
Facility”); (ii) US$33 million outstanding under a loan facility from the same PRC bank made available
in connection with a guarantee relating to the original project financing arrangements; and (iii) RMB510
million owed to the same PRC bank under a facility taken out in May, 2003 to refinance amounts
previously borrowed for purposes of the original land acquisition costs (the “Land Acquisition Facility”).
The Principal Facility is repayable over a period of ten years from 2002 to 2011, while the Land
Acquisition Facility will mature in 2011. The other facilities have maturities ranging from 2003 to 2008.
Other outstanding indebtedness of the GS Superhighway JV at 31 May, 2003 included: (i) approximately
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RMB169 million owed to one of the Project’s construction contractors in respect of certain additional
construction costs resulting from the design improvements; and (ii) RMB16.1 million owed to the GS
Superhighway PRC Partner for original land acquisition cost (see “Financial Information —
Management’s Discussion and Analysis — Statement of Indebtedness”).

Restrictions on distributions and repayment of registered capital

As part of the restrictions under the Principal Facility and the Land Acquisition Facility, the GS
Superhighway JV may only distribute profits if it has deposits of no less than RMB50 million in bank
accounts which have been charged to the lender and if the lender has given its approval. Further, 80% of
the remaining cash in these accounts after allowing for the amount required for operating expenses, debt
servicing and the RMB50 million deposit as mentioned above would be permitted as profit distributions.
Except with the approval of the lender, the remaining 20% may not be used for any purpose other than
scheduled debt service payments or additional prepayments.

Under the terms of the GS JV Contract, in addition to its entitlement to share in profit distributions,
HHI GS Superhighway Co is entitled to the repayment of its HK$702 million registered capital
contribution out of the GS Superhighway JV’s net cash flow after the payment of various items such as
operating expenses, tax and debt service obligations, all as stated in the GS JV Contract. However, this is
also subject to the terms of the GS Superhighway JV’s Principal Facility which prohibit repayment of
registered capital prior to full repayment of the Principal Facility. The GS JV Contract provides for a
return on the major part of HHI GS Superhighway Co’s registered capital contribution at rates which
have been set to track the HKD prime lending rate. These payments are subject to approval from SAFE.
The first payment for the accrued returns up to 31 December, 2001 was made to HHI GS Superhighway
Co in April, 2003 with SAFE approval. This requirement to obtain SAFE approval does not apply to
profit distributions. Further payment for accrued returns may not be made until the GS JV Contract has
been amended as requested by SAFE. Application for approval of such amendment has not yet been
made.

Operations

Toll collection

The toll collection system for the GS Superhighway is in the form of a closed system with
computerised toll validation.

When a driver enters GS Superhighway at an interchange or barrier, an encoded ticket (either
magnetic or IC card) will be issued at the entry gate of the toll plaza, and upon exiting the driver pays
the toll charge based on the type of vehicle and distance travelled. All transactions are recorded by the
computers at the relevant toll plaza office and transmitted to the central toll information centre for
auditing and recording. The toll information centre is located at the management and operation centre in
Taiping, Dongguan. The computer system enables accurate records of the value of tolls received and
assists in minimising fraud. At the same time, traffic information can be obtained including the time,
numbers and types of vehicle entering/exiting at each interchange and barrier. In addition, closed circuit
television cameras are installed in each toll lane, toll plaza and inside each exit toll booth. The
supervisor at the toll plaza office can monitor the toll collection activities and the vehicles passing
through the closed circuit television monitors.

The toll collection system originally installed by the GS Superhighway utilised magnetic cards. The
GS Superhighway JV is in the process of upgrading this system to permit the use of contactless
integrated circuit card (“IC card”) technology. The IC card, which will be issued to drivers entering the
system instead of the older magnetic cards, will enhance efficiency by reducing processing time for toll
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payments, and will enable more effective capture of road usage data. The IC card technology has proven
reliability and has been fully tested. All toll plazas for the Shenzhen to Guangzhou carriageway were
fully upgraded with the IC card system during 2001/2002, and all the toll plazas for the Guangzhou to
Shenzhen carriageway are scheduled to be similarly upgraded by the end of 2003.

As part of the toll collection procedures, data analysts at the toll information centre reconcile cash
receipts against the computer’s records at the end of each day. Any shortfall in cash receipts is required
to be made up by the toll collector. Daily cash receipt reports are generated by the computer to record
the cash receipts of that day and the details of the bank deposit slips are then reconciled to the daily cash
receipt report to ensure the cash receipts have been properly deposited into the bank.

Recent developments

Proposals have been announced for the phased introduction in Guangdong Province of new toll
collection arrangements aimed at increasing traffic efficiency on toll expressways in the province. The
new arrangements are expected to involve the introduction, in parallel with existing toll collection
systems, of a provincial toll pass which can be used for all toll expressways in Guangdong Province, and
the establishment of non-stop toll lanes. A centralised administrative agency will also be established by
the Guangdong Provincial Government to issue passes, collect payment and distribute associated toll
entitlements to operators of participating expressways. These proposals would not affect the basis on
which toll rates for the Group’s roads are set (see “Revenues” below).

The proposals will be implemented during 2004, and this will require the Company gradually to
adapt its toll plazas to accommodate dedicated toll pass lanes operating in parallel with the Company’s
cash toll booths. The new arrangements are also likely to involve the Company modifying its
computerised toll-collection system.

The proposals apply to all toll expressways within Guangdong and discussions concerning the
detailed terms and implementation of the new arrangements are continuing between the relevant
provincial government authorities and the various expressway operators. Introduction of the new
arrangements by the Company will inevitably involve capital expenditure on system modification
(including the installation of non-stop toll lanes) and will change the arrangements by which the JV
Enterprises receive toll receipts in respect of vehicles using toll passes.

Management and operational staff

The most important roles in the management and operation of the expressway are those of the
general manager, chief engineer, chief accountant and their respective deputies. The general manager is
responsible for the day-to-day operation and management of the GS Superhighway JV subject to the
terms of the GS JV Contract. The position of general manager has been held by Hopewell’s Chairman,
Sir Gordon Wu, since the establishment of the GS Superhighway JV in 1988. At the operational level, Sir
Gordon Wu has delegated all his duties as general manager to a full-time employee of HHI who serves
as acting general manager of the GS Superhighway JV. Under the GS JV Contract, the appointment and
removal of the general manager requires an unanimous vote of the board of directors of GS
Superhighway JV present at a board meeting.

GS Superhighway JV has five deputy general managers who are responsible for assisting the
general manager. Of these five deputy general managers, HHI has nominated two who are both
responsible for overall corporate management. The other three, responsible for, respectively, general
administration, general operations, and maintenance, are nominated by the PRC partner. GS
Superhighway JV has approximately 1,700 employees excluding secondees from the Group.

Traffic management

The Company believes that effective traffic management, aimed at facilitating convenient, fast and
safe transit, is key to maximising toll receipts and maintaining the GS Superhighway’s status as a prime
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route of choice, particularly having regard to the expected increase in traffic volume. The Company
believes that the four factors which principally contribute to congestion and delay are accidents, heavy
traffic flow (either generally or at specific pressure points), insufficiency of toll booths at entry or exit
points, and lane restrictions resulting from repair and maintenance works. The Company’s operational
strategies aim to mitigate the problems liable to arise from these factors, based on forward planning and
anticipation of demand.

Traffic surveillance and telecommunication facilities consist of emergency phones, traffic counting
stations, changeable message boards and closed circuit video cameras placed at intervals along the whole
expressway. These facilities enable the GS Superhighway JV to monitor traffic conditions efficiently.
Lighting facilities have also been installed along the GS Superhighway and at the 18 interchanges. The
GS Superhighway JV makes efforts to liaise and co-operate with traffic police and has established what
it considers to be efficient and beneficial working relationships with the traffic police as a result. Traffic
police officers are stationed at the management centre of the GS Superhighway and will be able to
respond to any emergency without delay.

The GS Superhighway JV closely monitors traffic volume and flow along the expressway. High
volumes have been occurring at the Huangtian and Hezhou sections during peak hours. In order to avoid
congestion from increased traffic to and from the Shenzhen Baoan Airport, the GS Superhighway JV has
decided to expand a 2.7 km long section of the expressway between Hezhou and Huangtian to provide
four lanes in each direction. This expansion project started in the first quarter of 2003 and is anticipated
to be completed by the end of 2003 at a total cost estimated to be in the region of RMB10 million.

Interchanges along the expressway are regularly upgraded to provide better connections with local
roads and the regional network as they develop. Recent examples include the realignment of the
Dongguan interchange to allow better connection to the Dongguan Da Dao in 2001. Expansion work to
increase the number of toll lanes is currently being undertaken at the Nantou and Huangtian toll plazas
due to the high level of traffic at these interchanges. Unlike establishment of new toll plazas, which
involves significant approval requirements, the addition of toll booths to an existing toll plaza is a
comparatively straightforward process. The GS Superhighway JV has land use rights to accommodate the
additional toll lanes at the Nantou and Huangtian interchanges, and the expansion works at these
interchanges are expected to be completed by the third quarter of 2003.

Regular maintenance works are typically scheduled so as to cause minimum disruption to traffic. In
connection with the current re-surfacing program (see “Major repairs and improvements” below), special
traffic diversion measures are being implemented with a view to minimising disruption to traffic on the
GS Superhighway. The Company believes that, to date, this major up-grade has had little detrimental
effect on overall traffic volumes and expects the exercise to result in significantly reduced maintenance
in the short to medium term.

The GS Superhighway JV was awarded ISO9001-2000 management standards in July 2002.

Major repairs and improvements

As operator of the expressway, the GS Superhighway JV is responsible at its own cost for the
maintenance and repair of the expressway throughout the concession period. The GS Superhighway JV
operates an annual budgeting process covering anticipated operating expenses, repair and maintenance
costs and any other capital expenditure for the year in question. HHI has always been closely involved in
the preparation and subsequent monitoring of the annual operating budget, which is required to be
approved by the board of directors of the GS Superhighway JV. Since official opening of the GS
Superhighway in 1997, there have been no incidences of material budget overruns or material unforeseen
capital expenditure requirements.
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The GS Superhighway JV has recently commenced a programme for accelerated repaving of the GS
Superhighway with high specification asphalt paving which is expected to be completed during 2004.
Although the original paving would have lasted for up to a further seven years, the Directors believe that
the Group will benefit from the accelerated repavement program when short-term cost and disruption is
balanced against medium term benefits, with the objective of maximising total return from the projected
increase in traffic volumes over the full concession period. The repaving exercise is expected to have a
beneficial effect on future operating and maintenance costs once completed.

The repaving program is to be carried out in stages. The first stage covering the non-elevated
section of approximately 40 km between Guangzhou and Changan was completed in January, 2003. The
remaining stage covering a section of approximately 60 km is expected to be completed during 2004.
Special traffic diversion measures have been adopted with the aim of minimising disruption to traffic.

The costs of the first stage of the re-paving programme amounted to approximately RMB110
million and were fully covered by operating cashflow.

Revenues

The revenues of the GS Superhighway JV are substantially comprised of toll receipts collected at
toll plazas located at each of the interchanges and barriers. Toll rates for expressways in Guangdong
Province are approved by the Guangdong Provincial Price Bureau and Guangdong Provincial
Communications Bureau in the form of a rate per km travelled based on vehicle classification and a
stepped scale in multiples of the base charge for the smallest category of vehicles. Toll receipts are
therefore principally dependent on traffic volume by vehicle categories, applicable toll rates and distance
travelled.

Toll rates

The toll rates currently payable by vehicles using the GS Superhighway are:

Height of
vehicles at
Number of Number of first axle
Class Vehicle Category axles wheels (in metres) RMB per km
) B Cars, jeeps, passenger/cargo vans 2 2-4 <13 0.60
in the form of taxis, motorcycles
2 s Vans, small passenger/cargo vans 2 4 >1.3 1.20
and light trucks
3 e, Medium sized vans, large cars and 2 6 >1.3 1.80
medium sized trucks
4 i Large luxurious cars, large trucks, 3 6-10 >1.3 2.40
heavy trailers, 20 ft. container
trucks
5 . Double deck cars, heavy trucks, >3 >10 >1.3 3.00
heavy trailers, 40 ft. container
trucks

These toll rates, which are based on multiples of 1, 2, 3, 4 and 5 times the base charge for Class 1
vehicles, have been approved by the authorities responsible for transportation and price within the
Guangdong Provincial Government. The GS Superhighway JV may propose or apply for rate changes at
any time. Factors taken into account by the government authorities when setting toll rates or rate changes
can include size of project, loan repayment terms and schedule, traffic flow, concession period, and
affordability. Since the commencement of operations, the GS Superhighway JV has applied to the
relevant PRC authorities for toll rate increases in 1996 and 1997. Both applications were successful and
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the standard toll rate for class 1 vehicles was increased from RMBO0.40 per km to RMBO0.50 in 1996 and
RMBO0.60 in 1997, resulting in corresponding increases in the rates for other classes of vehicles based on
the same multiples. No applications for toll rate increases have been rejected, and no further applications
for any toll rate increase have been made since 1997.

Certain categories of vehicle are exempt from paying toll charges. The exempt categories currently
include vehicles bearing military registration plates, fire engines, police vehicles, ambulances, as well as
vehicles which are exempt from paying tolls as approved by the Guangdong Provincial Government.
Vehicles exempt from payment of tolls accounted for 3.7% of the total traffic for the year ended 31
December, 2002.

When the GS Superhighway opened, it was permitted that tolls for vehicles from Hong Kong could
be charged in Hong Kong dollars. In accordance with a notice issued jointly by the Guangdong
Provincial Price Bureau and Guangdong Provincial Communications Bureau in 2002, in order to fulfil
certain requirement for the PRC’s accession to the WTO, tolls have been collected only in RMB
commencing from April 2002. Currently, approximately 6.8% of the cross-border traffic is from Hong
Kong.

Historical traffic flow and toll receipts

GS Superhighway has been experiencing increasing traffic flows and toll receipts since it first
opened on a trial basis in 1994 as illustrated in the following table.

1995 2000 2001 2002 2003 CAGR®
Year™" Year" Year" Year®
on year on year on year on year
growth growth growth growth
Average daily tolled
traffic flow
(no. of vehicles) ...... 48,678 103,388 19.2% 114,930 11.2% 136,612 18.9% 162,998 30.3% 15.9%
Toll receipts
(RMB million) ......... 648 1,733 19.1% 1,825 5.4% 1,974  8.1% 1,073 144% 17.2%
Notes:

(nH Year-on-year growth represents percentage change compared to the previous calendar year.

2) Compound annual growth rates (“CAGR”) are calculated from 1995, being the first complete calendar year of operations, up
to and including 2002.

(3)  The statistics for 2003 cover the first six months of the year and are compared with the corresponding period in 2002. As
the above information is presented on a calendar year basis, the first six months of 2003 cover the second six months of the

financial year ended 30 June, 2003.

Trends

In recent years, growth in GDP and private vehicle ownership within Guangdong Province has
fuelled the growth in traffic flow on the GS Superhighway. While there has been consistent growth in
both commercial vehicle traffic (mainly represented by Class 2 to 5 vehicles) and private vehicle traffic
(mainly represented by Class 1 vehicles) the recent pattern of growth has been weighted towards private
vehicles. This can be attributed to growth in personal wealth and, more recently, to the availability of
consumer credit for purposes of vehicle purchases. The Company expects various measures adopted by
the PRC government pursuant to its accession to the WTO to increase the affordability of vehicles
consistent with this trend.
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The following tables illustrate increases in traffic flow and changes in traffic mix on the GS
Superhighway by calendar year, and a more detailed monthly comparison of average daily toll receipts
and average daily tolled traffic flow for the most recent two financial years ended 30 June, 2002 and 30
June, 2003.

GS Superhighway
Average Daily Tolled Traffic Flow

Number of
vehicles
180,000
- 4%
160,000 CAGR = 15.9% v
140,000 ‘I‘Z 18%
120,000 5%
5 s 18% 13%
100,000 1%
g g” 1% 21% 14%
0
80,000 4% ¥4 21% L6%
5% 1% 18%
60,000 5% 17 2% 2% 19%
1% 23% 20% 62% 63%
40,000 2 23% 22 57%
23% s 4 54%
20,000 8% . 52% o
0
1995 1996 1997 1998 1999 2000 2001 2002 2003 (Up
to 30 June)
Year

Class 1 Class2 Class3 ~ Class4 Class S

Notes:

(N The various vehicle categories for GS Superhighway are as follows: Class 1 (cars, jeeps, passenger/cargo vans in the form of
taxis, motorcycles), Class 2 (vans, small passenger/cargo vans and light trucks), Class 3 (medium sized vans, large cars and
medium sized trucks), Class 4 (large luxurious cars, large trucks, heavy trailers, 20 ft. container trucks), Class 5 (double
deck cars, heavy trucks, heavy trailers, 40 ft. container trucks).

2) CAGR for GS Superhighway is calculated from and including the first complete year of operation in 1995 up to and
including 2002.

Growth in monthly average daily toll receipts and monthly average daily tolled traffic flow

Average Daily Toll Receipts Average Daily Tolled
(RMB ’000) Traffic Flow

Month 2001 2002 % Growth 2001 2002 % Growth
July oo 5,032.9 5,373.0 6.8% 115,049 136,480 18.6%
AUGUSE .o 5,373.1 5,686.0 5.8% 122,738 145,968 18.9%
September..........ueeeeeeiiieiiieennees 5,492.2 5,725.7 4.3% 126,596 148,773 17.5%
OCtODET ...t 5,180.7 5,622.8 8.5% 121,009 148,572 22.8%
November .......cceeevvveeiine 5,070.3 5,598.7 10.4% 121,842 150,646 23.6%
December........ccocccuvviereeennnnns 4,971.2 5,773.9 16.1% 120,694 157,156 30.2%

2002 2003 % Growth 2002 2003 % Growth
January .....ococcceiiiiiii 4,961.3 6,301.6 27.0% 121,742 167,521 37.6%
February .......ccccooovviiiiinnnnin. 5,022.1 5,703.9 13.6% 114,304 148,573 30.0%
March ....ccvviiiiieiiiiieeeis 5,377.5 6,222.6 15.7% 129,193 172,856 33.8%
APTil oo 5,472.4 6,036.7 10.3% 133,611 166,015 24.3%
May ..oooiiiiiiiii 5,168.3 5,367.1 3.8% 125,746 150,454 19.6%
June ..o 5,081.7 5,933.7 16.8% 125,377 171,544 36.8%
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The following tables illustrate growth in GDP, private vehicle ownership within Guangdong
Province and increases in traffic flow on the GS Superhighway by calendar year.

GS Superhighway Traffic vs. GS Superhighway Traffic vs.
Guangdong GDP Guangdong Private Vehicle Ownership
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EEEGS Superhighway Average Daily Tolled Traffic Flow ('000) EEEGS Superhighway Average Daily Tolled Traffic Flow ('000)
—— Guangdong GDP (US$ billion) Private Vehicle Ownership (per 1,000 inhabitants)
Notes:

(nH GDP refers to gross domestic product of Guangdong Province according to the Guangdong Statistical Yearbook.

(2)  Private vehicle ownership represents the number of civilian vehicles privately owned per 1,000 inhabitants according to the
China Statistical Yearbook, 1996, 2001 and 2002.

3) Private vehicle ownership for 2002 is extrapolated based on compound annual growth from 1995 to 2001.

(4) Traffic flow refers to average daily tolled traffic flow on the GS Superhighway and traffic mix is the composition of that
same traffic.

Recent developments

There have been recent proposals by the Guangdong Provincial Government to implement uniform
toll rate multiples for expressways throughout Guangdong Province. According to a notice issued by the
Guangdong Provincial Government on 31 July, 2001, the new toll rate multiples to be adopted in respect
of the 5 different classes of vehicles shall be 1, 1.5, 2, 3 and 4 times the base charge for Class 1 vehicles
and existing expressways are required to adopt the new toll rate multiples by August 2006. However,
pursuant to a recent notice issued by the Guangdong Provincial Government on 22 May, 2003, existing
expressways which had toll rates approved before 31 July, 2001 and which have not yet adopted the new
toll rate multiples no longer have to adopt the new toll rate multiples. As such, the GS Superhighway’s
toll rates remain unaffected by the recent proposals.

Other income

The GS Superhighway JV generates a comparatively small amount of additional revenues from a
combination of franchises for re-filling stations, rescue services and advertising boards. Revenues from
these sources in the financial year ended 30 June, 2002 amounted to approximately RMB22.2 million in
total. The Company is not planning, and does not expect, significant growth in these areas.
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Interchanges

GS Superhighway currently has 18 interchanges which are strategically placed to connect GS
Superhighway to the major connecting roads linking the highly populous and industrial regions in the
PRD. A toll plaza is placed at each of these interchanges.

The predominant mode of transport in the PRC is public transport, particularly buses. In order to
maximise the efficiency of transfer between different modes of road transport, e.g. car to bus, 9
interchanges along the GS Superhighway were enlarged and elevated to accommodate facilities such as
bus stations, petrol filling and service stations, carparks and other property development purposes.

Competition

Early entry advantage

The GS Superhighway is the first and currently the only expressway directly connecting
Guangzhou, the capital of Guangdong Province, with the highly populous municipalities of Dongguan
and Shenzhen, and Hong Kong.

Build-up along route

When the GS Superhighway was completed, it substantially reduced the average travel time
between Guangzhou and Shenzhen. For industries seeking to establish or relocate within the PRD, there
were obvious attractions in selecting locations having ready access to the only artery. Accordingly, the
long term significance of the route has increased with the growth of surrounding towns and facilities, and
the clustering of population, industry and services in areas within the vicinity of the route.

Established connections and feeder flow

The GS Superhighway is now supported by major feeder roads connecting with many of the most
highly populous and important industrial regions, airports, ports and other facilities in the PRD. Major
feeder road connections include the Ji He Expressway (connecting with the Shenzhen Baoan Airport and
Heao, leading to Shantou via the Shenshan Expressway), Humen Bridge (connecting with the eastern and
western banks of the Pearl River), Changhu Expressway (which will connect with Changpeng and Humen
port), Dongguan Da Dao (connecting with the centre of Dongguan), Guangyuan East Expressway
(connecting with eastern Guangzhou), the Guangzhou Second Ring Road (the completed northern section
of which will connect with the new Guangzhou International Airport in Huadu, and the eastern section of
which will connect with eastern Guangzhou and Panyu), and the Guangzhou Ring Road and National
Highway 107. All are fully operational, except for Changhu Expressway and the Guangzhou Second Ring
Road. The route is well positioned to benefit from significantly improved border crossing efficiency now
that the Huanggang border crossing with Hong Kong has been opened on a 24 hour basis since 27
January, 2003.

Complexities and lead-time for new competition

The process of obtaining necessary official approvals, land use rights and financing for a PRC road
project is complex, lengthy and expensive. Additionally, the construction of a highway is a lengthy
process often involving significant uncertainty. As a result, road projects have a long lead-time to
completion.

Existing and potential competing roads

National Highway 107 is a class I highway which runs parallel to the GS Superhighway and also
connects Guangzhou with Shenzhen. It pre-dates the GS Superhighway and is a partially open access
highway with a route which winds through the busy areas of local cities and towns. Despite recent
upgrading, National Highway 107 has a comparatively low design standard being concrete paved, with a
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lower design speed, no access control and intersecting with local roads. Traffic on National Highway 107
is heavy and the overall travel speed is relatively slow, thereby reducing convenience and cost
effectiveness to longer distance travellers. Overall journey time between Guangzhou and Shenzhen is
currently estimated at approximately three hours compared with approximately one hour on the GS
Superhighway. Accordingly, the Company believes that the GS Superhighway will continue to be the
preferred route for road users for whom convenience, safety and quality of journey are primary
considerations.

New highway proposals in the southern PRD include a link between Hong Kong and western
Shenzhen comprising the proposed Deep Bay link and Shenzhen Western Corridor. The Directors
understand that this new link is planned to be constructed for opening around 2005. This proposed new
link between Hong Kong and Shekou in western Shenzhen would involve a new border crossing with the
aim of diverting a portion of cross-border traffic away from congested urban Shenzhen. The Directors
believe that the new border crossing will relieve congestion at the existing Huanggang border-crossing,
facilitating flow of traffic to the GS Superhighway. The new link will cater for traffic bound for western
Shenzhen, and will be connected with the GS Superhighway. For these reasons, the Directors believe it
will have no significant adverse competitive effect on the GS Superhighway.

The Directors also understand that the Guangdong Provincial Government has been considering the
feasibility of building a new highway along the eastern PRD coast-line to provide a connection between
the planned Shenzhen Western Corridor and the second ring road planned for Guangzhou (see “The Road
Projects — The Guangzhou E-S-W Ring Road — Destinations and Major Connections”). The Directors
estimate that, if the Guangdong Provincial Government decides to build this new coastal highway, taking
into account the time that will be required for the approval process, the acquisition of necessary land,
arranging for finance and construction of the highway, the earliest time for its opening would realistically
be around 2010. If this new highway is developed, it may provide an alternative to the GS Superhighway
for traffic between Guangzhou and Shenzhen. However, this project is still at a preliminary stage. Such a
project would require the approval of the PRC central government and would involve significant cost and
lead-time to completion.

Certain sections of the GS Superhighway may be affected by availability of alternative routes,
especially for local or short distance traffic. For example, the Guanyuan East Expressway, which was
opened in October 2001, runs parallel to the Guangzhou section of the GS Superhighway and was toll-
free before December 2002. The Company believes that certain traffic was diverted away from the GS
Superhighway during this period, but traffic flow on the section of the GS Superhighway between
Xintang and Guangzhou has increased since tolls were introduced on the Guanyuan East Expressway.
The Guanshen Expressway which starts from Shenzhen and ends at Dongguan also runs parallel to the
GS Superhighway. This expressway has been open since 2000 and the Directors do not consider it as a
directly competing route because it is situated some 20 km to the east of the GS Superhighway and
mainly serves traffic bound for destinations not served by the GS Superhighway.

Prospects

Prospects for Guangdong and the PRD

In recent years, growth in GDP and private vehicle ownership within the PRD has fuelled the
growth in traffic flow on the GS Superhighway. While there has been consistent growth in both
commercial vehicle traffic (mainly represented by Class 2 to 5 vehicles) and private vehicle traffic
(mainly represented by Class 1 vehicles), the recent pattern of growth has been weighted towards private
vehicles. This can be attributed to growth in personal wealth and, more recently, to the availability of
consumer credit for purposes of vehicle purchases. For the year ended 31 December, 2002, toll receipts
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for the GS Superhighway were 8.1% higher than for the previous year, while the increase in average
daily tolled vehicle flow for the same periods was approximately 18.9%. Over the first six months of
2003, average daily tolled traffic flow has increased by approximately 30.3%, and toll receipts have
increased by approximately 14.4%, as compared to the corresponding period in 2002.

In the shorter term, the Company expects to see continuing growth in traffic demand within
Guangdong Province and the PRD driven by continuing economic growth in the PRC in general, and in
Guangdong Province and the PRD in particular, and by associated growth in vehicle ownership and
usage. Based on this expectation, the Company believes that traffic flow for the GS Superhighway will
show continuing growth.

In view of the PRC Government’s increased focus on the national highway network, the Company
anticipates that the highway network within the PRD is set to become an integral component of a broader
system by which locations within the PRD and Guangdong will be connected with leading cities across
the PRC.

Factors specific to the GS Superhighway

The GS Superhighway is a strategically important route. As the first and currently the only
expressway directly connecting Guangzhou with Shenzhen and Hong Kong, the long-term significance of
the route has been enhanced by the urban and industrial corridor which has developed along its route.

Guangzhou continues to expand, as do the towns, cities and industrial centres along the route of the
GS Superhighway. While the GS Superhighway is strategically important in its own right, the Company
believes that its full potential will be further realised as the highway network in Guangdong Province and
the PRD continues to develop further. For example, Dongguan has emerged to become one of the major
industrial centres of the PRD as a result of the rapid expansion and conglomeration of what previously
were many small townships. As the municipality has expanded, its road network has also been developed
and expanded significantly to provide enhanced connectivity with the GS Superhighway, thereby
establishing the conditions for increased usage of the expressway.

The GS Superhighway route is also well positioned to benefit from significantly improved
convenience and efficiency of border crossing now that the Huanggang border crossing with Hong Kong
has been opened on a 24 hour basis since 27 January, 2003.

Taxation

Pursuant to an approval from the Guangdong Tax Bureau, the rate of foreign enterprise income tax
payable by GS Superhighway JV in respect of its profit arising from the operation of toll roads and
related service facilities (excluding hotels and entertainment facilities) is 15% and GS Superhighway JV
is entitled to a five year exemption from foreign enterprise income tax for such profit commencing from
the first profit-making year, as computed under PRC accounting standards and tax regulations. For the
following five years, it will enjoy a 50% reduction in the rate of income tax payable in respect of such
profit. Pursuant to another approval from the Guangdong Tax Bureau, the GS Superhighway JV is also
exempt from paying a local income tax (currently set at a rate of 3%) in respect of profit arising from
the operation of toll roads and related service facilities for ten years commencing from the first profit-
making year. In addition, with effect from July 1994, it is exempt from business tax (currently set at a
rate of 5%) in respect of its toll revenue and income arising from the operation of car parks, motor repair
centres and other facilities for the first five years of operation and, thereafter, the Guangdong
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Provincial Government has approved the refund of the business tax paid by GS Superhighway JV up to
December 1999. The GS Superhighway JV has received a refund of a total of approximately RMB34.8
million in respect of business tax paid as approved by the Guangdong Provincial Government. As the
year ended 31 December, 2000 was the first year for which the GS Superhighway JV recorded profits,
the exemptions from paying foreign enterprise income tax and local income tax will cease to apply
commencing from the years beginning 1 January, 2005 and 1 January, 2010, respectively.

Property Development

The land parcels already acquired by the GS Superhighway JV within the interchanges and along
the GS Superhighway have been approved for property development, subject to certain terms and
conditions which require to be further negotiated with the relevant government authorities. As the Group
is still discussing with the PRC authorities as to the permitted use of the land within such interchanges
(such as including property development as a permitted use) in addition to their use for pure interchange
purposes, the land use right certificates for such land has not been issued. In recognition of the additional
investment by the Group to fund improvements in design of the GS Superhighway (see “Financing —
Financing arrangements” above), the GS Superhighway PRC Partner has agreed in principle for HHI GS
Superhighway Co to have certain contingent economic entitlement in the property developments within
certain interchanges. This contingent right is not governed by the GS JV Contract. The Group has no
plans to engage in property development activities other than those which are ancillary to or within the
land acquired along the alignment or in the interchanges of its infrastructure projects.
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THE GUANGZHOU EAST-SOUTH-WEST RING ROAD

The Company has an indirect interest in the Guangzhou E-S-W Ring Road which is a by-pass route
running along the eastern, southern and western fringes of Guangzhou city and forming the main sections
of the Guangzhou Ring Road. The Company’s interest in the Guangzhou E-S-W Ring Road is held
through a Sino-foreign co-operative joint venture established in partnership with Guangzhou City Tongda
Highway Company and CKI.

The Road

Legend:
s HHI's Expressway (In operation)
=== HHI's Expressway (Under consiruction)
Phases 2 & 3 Western Delta Route being pursued by HHI

= Other expressways (In operation)
msas Other expressways (Under construction)
~ Main roads / Class I highways (In operation)
- Main roads / Class 1 highways (Under construction)

B TollPlaza

Guangzhou E-S-W Ring Road

Key Data

Route......cceevvvmiiiiieiiennn. By-pass route along eastern, southern and western fringes of
Guangzhou city

Total length.........ccceeennne. 38 km

Classification .................... Expressway

Number of lanes ............... Dual 3 lanes

Design speed........cccceeennnne. 100 km per hour

Toll system..........ccceeeeennee Closed system

Number of toll plazas....... 10

Number of interchanges.... 10 (including barriers at both ends)

Joint venture partners ....... (1) Guangzhou City Tongda Highway Company (2) CKI Guangzhou
Ring Roads Limited

Concession period............. 30 years from 1 January, 2002

Status cooeveeeiiieeeeeeeeeen Fully operational, collecting tolls
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The Guangzhou E-S-W Ring Road is a strategic component of the road system serving the
increasingly heavy traffic flow in and around Guangzhou. Its eastern and western ends connect to the
Northern Ring Road, creating an inter-connected expressway ring road route surrounding Guangzhou city.

The Guangzhou E-S-W Ring Road is a closed system expressway and has ten interchanges which
are all fully operational. A toll plaza is located at each of these interchanges. Its dual three lane
carriageways are mostly elevated and have a design speed of 100 km per hour. The maximum speed limit
is 100 km per hour. The Guangzhou E-S-W Ring Road is equipped with an emergency phone system
(with emergency telephones approximately every kilometre), a closed circuit television system along the
expressway and an optical fiber system for the transmission of data from the toll booths to the
management centre.

The Guangzhou E-S-W Ring Road has been open and collecting tolls since June 2000.

Destinations and Major Connections

The Guangzhou E-S-W Ring Road constitutes the main segments of a ring of expressways
encircling Guangzhou city. It provides a high speed thoroughfare for the increasingly heavy traffic flow
in and around Guangzhou city and is an important by-pass for the high volume of through traffic which
passes Guangzhou en route to other destinations served by the many major highways to which
Guangzhou is connected. The eastern and western ends of the Guangzhou E-S-W Ring Road connect to
the Northern Ring Road at Guangdan and Shabei respectively to create the Guangzhou Ring Road.

The Guangzhou E-S-W Ring Road also plays an important role in accommodating traffic outside
the congested street network of urban Guangzhou by providing an alternative to medium to long trips
through central parts of the city.

The 10 interchanges of the Guangzhou E-S-W Ring Road provide access to the wider existing
transportation networks and major facilities around Guangzhou city such as:

(i) the GS Superhighway;

(ii) the Northern Ring Road;

(iii) the Guangyuan East Expressway;

(iv) Huangpu Port;

(v) the Guangzhou New Exhibition Centre;

(vi) the Huanan Expressway;

(vii) Luoxi bridge which connects to Panyu;

(viii) the Guangfo Highway; and

(ix) the Guangfo Expressway and the Northern Ring Road.

Guangzhou is continuing to expand and develop as the commercial centre of Guangdong Province.
Existing urban expansion and renewal plans include major strategic developments encompassing Huadu
to the north and Nansha to the south. These are geared toward the establishment of new national sea and
air transportation hubs comprising the new Guangzhou International Airport in Huadu (scheduled for
opening by mid-2004) and a new technology oriented urban centre and sea port at Nansha. Additional
planned commercial and industrial development will see further outward expansion of Guangzhou in
areas to the south of the Pearl River.
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Significant enhancement of Guangzhou’s highway network is planned in conjunction with the city’s
continuing expansion. Major new connections to the Guangzhou Ring Road recently completed or to be
completed include:

. The Airport Expressway which has been opened since 2002 connecting the Northern Ring
Road to the new Guangzhou International Airport (scheduled for opening by mid-2004) in
Huadu;

. Phase 1 West which will provide a connection from the Guangzhou E-S-W Ring Road to
Shunde and is scheduled for opening in 2004 (see “The Road Projects — Phase 1 West”);

. The New Guangfo Expressway which is intended to relieve congestion on the existing
Guangfo Expressway between Guangzhou and Foshan (the municipality with the third highest
GDP in the Guangdong Province in 2001) and is scheduled for opening in 2004; and

. The Guangzhou Southern Expressway which will connect the Guangzhou E-S-W Ring Road
with the port and strategic development area of Nansha as well as other areas under
development to the south of Guangzhou and Guangzhu East Line, and which is scheduled for
opening in 2005.

Initiation and Promotion of the Project

The Guangzhou E-S-W Ring Road Project resulted from the same initiatives of Hopewell in
December 1978 which led to the construction of the GS Superhighway. The proposals for the Guangzhou
E-S-W Ring Road were encapsulated in a formal letter of intent entered into with a PRC party nominated
by the Guangzhou Municipal Government in June 1985. Following the completion of the initial
feasibility study, preliminary approval for the project was obtained in July 1992. A detailed feasibility
study was completed in November, 1992. Following the approval of the detailed feasibility study by the
then Guangzhou Planning Committee, a joint venture contract was signed in November, 1992 and the
Ring Road JV was established in December of the same year.

During these initiation and promotional phases, HHI had taken a lead role comparable to its
involvement in the GS Superhighway Project. In addition to leading the process of promoting the Project
to relevant governmental authorities, HHI was the leading party in the negotiation of the concession
rights established under the JV Contract and the original construction, project management and financing
arrangements for the Project.

Between 1993 and 1996, various preparation work was undertaken by HHI in relation to this
Project. CKI was introduced as the second foreign party at the initiative of HHI in 1997 and the JV
Contract was amended in October 1997 to allow CKI to participate as a joint venture partner. A revised
construction contract was concluded in October 1997.

During the construction period, the road was opened to traffic in sections from 1997 onward. The
project was fully completed, and the highway fully opened for operation, in June 2000, more than 12
months ahead of the contractual schedule. In early 2001, a request was raised by the general contractor
for the construction, who is also the Ring Road PRC Partner, for certain additional construction costs to
be borne by the Ring Road JV. Such request was not accepted by both HHI and CKI on the basis that the
additional costs are outside the scope of the fixed price construction contract and the request has not
been further raised for discussion by the Ring Road PRC Partner since mid 2002.

Joint Venture and Project Management Arrangements

As with the GS Superhighway Project, the Guangzhou E-S-W Ring Road Project was established as
a Sino-foreign co-operative joint venture. The PRC partner is a state-owned enterprise established by the
Guangzhou Municipal Government, and its supervisory body is the Guangzhou Construction Commission.
CKI was introduced as the second foreign party in 1997. CKI is a subsidiary of Cheung Kong
Infrastructure Holdings Limited, a company listed on the Stock Exchange.
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The Ring Road JV Contract was originally entered into on 23 November, 1992 for the purpose of
the construction, operation and management of the Guangzhou E-S-W Ring Road. It has been amended
to reflect subsequent developments, including the introduction of CKI as an additional foreign party.
Under the Ring Road JV Contract, the parties have the right to share the net cash flow (that is, gross
operating income net of operating expenses and tax) of the Guangzhou E-S-W Ring Road in respect of
its toll operations and essential and service facilities on the following basis:

E HHI Ring Road Co Ring Road PRC Partner CKI

Year 1 - year 10.....ceeevieeviiiiinnnn. 45% 10% 45%
Year 11 - year 20 ......cceeeeeveeeiennnnn. 37.5% 25% 37.5%
Year 21 - year 30 .....ccceeveevveeiennnnn. 32.5% 35% 32.5%

Under the Ring Road JV Contract, each of the joint venture partners is entitled to appoint five of
the fifteen directors of the Ring Road JV. Certain significant matters are stipulated to require the
unanimous approval of all the directors of the Ring Road JV present at a board meeting, including
amendments to the articles of association, changes in the registered capital and creating encumbrances
over any of the assets of the joint venture. Except for matters on which unanimous approval is required,
board decisions require two-thirds majority and must comprise at least two directors from each of the
joint venture parties. A meeting of the board shall be attended by at least two-thirds of the directors.

In October 1997, a management agreement was entered into between the Ring Road JV and the
Ring Road PRC Partner. This management agreement provides that the Ring Road PRC Partner is
responsible for the management and operation of the Guangzhou E-S-W Ring Road under the direction
and supervision of an executive committee. The executive committee retains overriding responsibility for
key policy matters including approving the annual operating budget, policies, and important decisions
relating to the operation of the Guangzhou E-S-W Ring Road. On various important matters, such as
annual operating budget, adjustment of toll rates and employee remuneration, the approval of the board
of directors of the Ring Road JV is also required. The executive committee has eight members, four of
which are nominated by the Ring Road PRC Partner. HHI Ring Road Co and CKI have each nominated
two members. Any decision of the executive committee is required to be approved by one member
appointed by the Ring Road PRC Partner and two members appointed by either HHI Ring Road Co or
CKI.

HHI’s experience in relation to the Guangzhou E-S-W Ring Road has indicated that its rights under
the Ring Road JV Contract and in relation to the executive committee afford effective participation in
significant decisions and changes and that, in practice, significant decisions are taken based on consensus
between the joint venture partners.

Project Concession

The Ring Road JV has a concession period of 30 years commencing from 1 January, 2002. At
expiration of the concession period, all fixed assets owned by it will be transferred to the Ring Road
PRC Partner for zero consideration and the Ring Road JV will be dissolved. On dissolution at the end of
the concession period, any current assets will be distributed to the Ring Road PRC Partner, HHI Ring
Road Co and CKI in the proportion of 30%, 35% and 35% respectively.

Financing

The total approved project investment for the Guangzhou E-S-W Ring Road was RMB4,500
million. This was funded by: (i) US$55 million (equivalent to RMB469 million at the time of
contribution) total registered capital contributed by HHI Ring Road Co and CKI in equal amounts; and
(ii) shareholders’ loans of RMB4,031 million of which HHI Ring Road Co, CKI and Ring Road PRC
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Partner were to provide approximately RMB1,765.5 million, RMB1,765.5 million and RMB500 million,
respectively. In November 2001, the Ring Road JV obtained a RMB1,500 million loan from a PRC bank
and the proceeds were used to repay part of the shareholders’ loans from the Group and CKI. The
remaining balance of the shareholders’ loans as at 31 May, 2003 were: (i) HHI Ring Road Co —
RMBO979 million; (ii)) CKI — RMB979 million; and (iii) Ring Road PRC Partner — RMB473 million.

Additional investment costs of approximately RMB400 million incurred by HHI for the Guangzhou
E-S-W Ring Road Project (including borrowing costs capitalised, direct overheads and certain initial
development and land costs) had been agreed not to be borne by the Ring Road JV as part of the
restructuring of the Ring Road JV in 1997 when CKI was introduced as a JV partner. In recognition of
such additional investment costs, HHI was granted certain contingent land rights for which the Group has
no current plans.

The Ring Road JV Contract provides that HHI Ring Road Co and CKI are each responsible for
servicing 50% of the RMB1,500 million PRC bank loan as mentioned above. The amounts of their
respective debt service obligations are deducted from their respective entitlements to the net cash flow of
the Ring Road JV (see “Joint Venture and Project Management Arrangements” above) before the
entitlements are distributed.

Operations

Toll collection

The toll collection system for the Guangzhou E-S-W Ring Road is in the form of a closed system
with computerised toll validation. This system is similar to that being used by GS Superhighway. See
“The Road Projects — GS Superhighway — Operations — Toll Collection”.

The toll collection system installed by the Guangzhou E-S-W Ring Road utilises IC card
technology.

As in the case of the GS Superhighway, the arrangements for collecting tolls on the Guangzhou
E-S-W Ring Road are expected to be adapted to incorporate the introduction of a provincial toll
pass with a centralised administrative agency to issue passes, collect payment and distribute associated
toll entitlements to operators of participating expressways (see “The Road Projects — The GS
Superhighway — Operations — Recent Developments™).

Management and operational staff

According to the management agreement entered into in 1997, the PRC partner is responsible for
the management and operation of the Guangzhou E-S-W Ring Road under the direction and supervision
of an executive committee which retains overriding responsibility for key policy matters (see “Joint
Venture and Project Management Arrangements” above).

Under the Ring Road JV Contract, the general manager of Ring Road JV shall be nominated by the
Ring Road PRC Partner and appointed by the board of directors of the Ring Road JV. The general
manager is responsible for the day-to-day management of the Guangzhou E-S-W Ring Road subject to
the terms of the Ring Road JV Contract. The Ring Road JV has one executive deputy general manager
and three deputy general managers who are responsible for assisting the general manager in executing his
duties. CKI is entitled to nominate the executive deputy general manager. The Ring Road PRC Partner is
entitled to appoint two of the deputy general managers and the other is appointed by HHI Ring Road Co.
The Ring Road JV has approximately 525 employees excluding secondees from the Group.
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Traffic management

As in the case of all its Projects, the Company believes that effective traffic management, aimed at
facilitating convenient, fast and safe transit, is key to maximising toll receipts and maintaining the
Guangzhou E-S-W Ring Road’s status as a prime route of choice, particularly having regard to projected
increases in traffic volume. The Company believes that the four factors which principally contribute to
congestion and delay are accidents, heavy traffic flow (either generally or at specific pressure points),
insufficiency of toll lanes at entry or exit, and lane restrictions resulting from repair and maintenance
works. The Company’s operational strategies aim to mitigate the problems that are likely to arise from
these factors, based on forward planning and anticipation of demand.

Traffic surveillance and telecommunication facilities consist of emergency phones, and closed
circuit television cameras placed at intervals along the expressway. The monitoring facility in conjunction
with the manual and computerised toll collection systems enables the Ring Road JV to monitor traffic
flow and toll collection efficiently. The Ring Road JV makes efforts to liaise and co-operate with traffic
police and has established what it considers to be efficient and beneficial working relationships with the
traffic police as a result.

The Ring Road JV closely monitors traffic volume and flow along the expressway in order to detect
early signs of high traffic flow and any resulting congestion. Regular maintenance works are typically
scheduled so as to minimise disruption to traffic.

The Ring Road JV was awarded 1SO9001-2000 management standards in December 2001.

Major repairs and improvements

As operator of the expressway, the Ring Road JV is responsible at its own cost for the maintenance
and repair of the expressway throughout the concession period. The Ring Road JV operates an annual
budgeting process similar to that adopted by the GS Superhighway JV which covers anticipated operating
expenses, repair and maintenance costs and any other capital expenditure. HHI has always been closely
involved in the preparation and subsequent monitoring of the annual budget, which is required to be
approved by the board of directors of the Ring Road JV. Since official opening of the Guangzhou E-S-W
Ring Road in 2002, there have been no incidences of material budget overruns or material unforeseen
capital expenditure requirements. No major repair or maintenance program has been planned for the
current financial year.

Revenues

The revenues of the Ring Road JV are substantially comprised of toll receipts collected at toll
plazas located at each of the interchanges and barriers. Toll receipts are dependent on traffic volume by
vehicle categories, applicable toll rates and distances travelled.

Toll rates

The toll rates currently payable by vehicles using the Guangzhou E-S-W Ring Road are:

Number of  Number of RMB
Class Vehicle Category axles wheels per km
| RS Cars, jeeps, passenger/cargo vans in the form of taxis 2 4 0.6
and motorcycles
2 e Small passenger/cargo vans, light trucks and small vans 2 4 1.2
3 el Medium sized vans, large cars, medium sized trucks 2 6 1.8
4 e Large luxurious cars, large trucks, heavy trailers, 20 ft. 3 6-10 2.4
container trucks
S5 i Double deck cars, heavy trucks, heavy trailers, 40 ft. >3 >10 3.0

container trucks
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These toll rates, which are based on multiples of 1, 2, 3, 4 and 5 times the base charge for Class 1
vehicles, have been approved by the authorities responsible for transportation and price within the
Guangdong Provincial Government. The Ring Road JV may propose or apply for rate changes at any
time although it has not done so since its completion in June 2000.

Historical traffic flow and toll receipts

As illustrated by the following table, the Guangzhou E-S-W Ring Road has been experiencing
steady increases in traffic flow and toll receipts notwithstanding the fact that a number of the feeder
roads connecting to its interchanges have yet to be completed.

1998 1999V 2000 2001 2002 2003@
Year Year Year Year Year
on year on year on year on year on year
growth® growth® growth® growth® growth®  CAGR®
Average daily tolled
traffic flow
(no. of vehicles) ....... 7,589 23,370 208.0% 32,242 38.0% 31,212 (32%)® 36,120 15.7% 38,796 17.1% 47.7%
Toll receipts
(RMB million)............ 18 87 370.9% 151 74.8% 168 10.7% 199 18.5% 107 18.6% 81.3%

Notes:

(1) Various toll plazas opened throughout 1999. The entire Guangzhou E-S-W Ring Road was completed on 26 June, 2000.

2) A government measure implemented in January 2001 by the Guangzhou Municipal Government stipulated that all
Guangzhou and non-Guangzhou registered vehicles would have to purchase annual and entry tickets respectively, to travel
inside Guangzhou city (see “Trends” below). As a result, the Guangzhou Municipal Government terminated the operation of
most of the toll plazas on local toll bridges and tunnels in Guangzhou city. While the requirement to purchase annual tickets
was implemented in respect of Guangzhou registered vehicles in January 2001, the entry ticket requirement in respect of
non-Guangzhou registered vehicles was not imposed until December 2001. As such, non-Guangzhou registered vehicles were
able to access Guangzhou city toll-free for a period of almost twelve months. The Directors believe that, during that period,
certain traffic was diverted from Guangzhou E-S-W Ring Road as a result of such alternative toll-free access to Guangzhou
city, leading to a drop in the expressway’s average daily tolled traffic flow in 2001 compared to 2000, which in turn had an
adverse impact on its toll receipts for 2001.

3) Year-on-year growth represents percentage change compared to the previous calendar year.

(4)  The statistics for 2003 cover the first six months of the year and are compared with the corresponding period in 2002. As
the above information is presented on a calendar year basis, the first six months of 2003 cover the second six months of the
financial year ended 30 June, 2003.

%) CAGR are calculated from 1998, being the first complete calendar year of operations, up to and including 2002.

Vehicles exempt from payment of tolls accounted for 4.7% of the total traffic for the year ended 31
December, 2002.

Trends

The Directors believe that traffic flow on the Guangzhou E-S-W Ring Road for calendar years 2001
and 2002 was significantly affected by two separate measures taken by the Guangzhou Municipal
Government. In 2001, the Guangzhou Municipal Government stipulated that all Guangzhou and non-
Guangzhou registered vehicles would have to purchase annual and entry tickets, respectively, to travel
inside Guangzhou city. As a consequence, the Municipal Government terminated the operation of most of
the toll plazas on local bridges and tunnels in Guangzhou city. However, while the requirement to
purchase annual tickets to Guangzhou city was imposed in January 2001 for Guangzhou registered
vehicles, the requirement on non-Guangzhou registered vehicles to purchase entry tickets was not
implemented until December 2001. Up to December 2001, this allowed non-Guangzhou registered
vehicles to travel in Guangzhou using other roads without paying tolls. The second measure in May 2002
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stipulated, among other things, restrictions on hours and travel zones for non-Guangzhou registered
goods vehicles to enter Guangzhou city. The Directors believe that these successive measures resulted
first in a significant decrease in usage of the Guangzhou E-S-W Ring Road by non-Guangzhou registered
vehicles between January and December 2001, followed by increases in usage following the introduction
of the further charges imposed in December 2001 and May 2002 respectively. The average daily tolled
traffic flow rose from 32,125 vehicles in the period 1 May, 2001 - 30 April, 2002 to 38,084 vehicles in
the period 1 May, 2002 - 30 April, 2003, an increase of approximately 18.5%.

The following table provides a monthly comparison of average daily toll receipts and average daily
tolled traffic flow for the most recent two financial years ended 30 June, 2002 and 30 June, 2003.

Growth in monthly average daily toll receipts and monthly average daily tolled traffic flow

Average Daily Toll Receipts Average Daily Tolled
(RMB ’000) Traffic Flow

Month 2001 2002 % Growth 2001 2002 % Growth
July oo 447.4 543.4 21.5% 30,502 35,962 17.9%
AUZUSE e 475.7 579.2 21.8% 32,095 38,342 19.5%
September........ooecevvieeeieernnnnns 503.8 617.4 22.5% 34,083 40,682 19.4%
(0 16170] o <) U UUUUURRPRPRPRPR: 457.7 591.2 29.2% 31,943 39,209 22.7%
November .......ccoeeeeeeeieeeeennnnns 491.2 601.6 22.5% 33,469 40,071 19.7%
December........ccooeeeeeeiiiecnnnnns 473.9 598.4 26.3% 32,329 40,183 24.3%

2002 2003 % Growth 2002 2003 % Growth
January ......ooooiiiiiii, 485.3 590.7 21.7% 32,636 39,499 21.0%
February ......cccccoovviiiiinniiins 375.5 466.7 24.3% 26,229 32,444 23.7%
March ....ooooeeeiieeieeeee, 527.5 624.0 18.3% 34,383 40,591 18.1%
APIil oo 550.2 637.0 15.8% 36,574 41,158 12.5%
May oo, 527.9 606.6 14.9% 34,542 38,082 10.2%
June coooooeeiii 517.7 616.1 19.0% 33,886 40,522 19.6%

A number of new connections to the interchanges of the Guangzhou E-S-W Ring Road have been
planned to be completed and open to traffic in the coming two years (see “Destinations and Major
Connections” above). These new connections are expected to generate growth in traffic flow and toll
receipts on the Guangzhou E-S-W Ring Road once operational.

Recent developments

As in the case of the GS Superhighway, the Guangzhou E-S-W Ring Road was the subject of
proposals announced by the Guangdong Provincial Government on 31 July, 2001 to require expressways
throughout Guangdong Province to adopt uniform toll rate multiples of 1, 1.5, 2, 3 and 4 times the base
charge for Class 1 vehicles in respect of the five different classes of vehicles. Existing expressways were
originally required to adopt the new toll rate multiples by August 2006. However, pursuant to the recent
notice issued by the Guangdong Provincial Government on 22 May, 2003, existing expressways which
had toll rates approved before 31 July, 2001 and which have not yet adopted the new toll rate multiples
no longer have to adopt the new toll rate multiples. As such, the Guangzhou E-S-W Ring Road’s toll
rates remain unaffected by the recent proposals.
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Interchanges

The Guangzhou E-S-W Ring Road currently has 10 interchanges which are strategically positioned
to provide speedy and safe access to major connecting roads, linking highly populous and industrial
regions in the PRD, as well as providing access to and from some of the busiest areas in Guangzhou city.
A toll plaza is placed at each of these interchanges.

Competition

The Guangzhou Ring Road is currently the only ring road expressway serving the highly populous
city of Guangzhou. It provides a high speed thoroughfare for the increasingly heavy traffic flow in and
around Guangzhou city and it also serves as an important by-pass for the high volume of external traffic
which passes Guangzhou en route to other destinations via the many major highways which serve
Guangzhou. The Guangzhou E-S-W Ring Road constitutes the main segments of the Guangzhou Ring
Road. It connects to the GS Superhighway and many of the other highways by major feeder roads
thereby linking Guangzhou to other highly populous and industrial regions of the PRD.

The eastern section of the Guangzhou E-S-W Ring Road is subject to competition from the Huanan
Expressway which opened in September, 1999 and runs substantially parallel to the section of the
Guangzhou E-S-W Ring Road between Huangcun and Tuhua interchanges. The Huanan Expressway has
been opened for three years and in operation since before the Guangzhou E-S-W Ring Road was
completed and has consistently been experiencing heavy traffic for some time. Against this background
and given the growth in traffic flow which has been experienced by the Guangzhou E-S-W Ring Road,
the Company is of the opinion that any impact of the Huanan Expressway has already stabilised.

A second outer Guangzhou ring road is planned for opening around 2010. The proposed second ring
road is planned to run at a radius of approximately 30 to 40 km outside the existing Guangzhou Ring
Road with the aim of serving traffic travelling within the outer surrounds of Guangzhou and between
Guangzhou and areas adjoining Guangzhou. Accordingly, it will serve a different primary function, and
will have a different demand profile, to the existing Guangzhou Ring Road. For these reasons, the
Company believes that the existing Guangzhou Ring Road will continue to be a strategically important
by-pass route, with traffic demand not significantly affected by construction of the second ring road.

Prospects

Prospects for Guangdong and the PRD

As noted in context of the GS Superhighway, in the shorter term the Company expects to see
continuing growth in traffic demand within Guangdong Province and the PRD driven by continuing
economic growth in the PRC and these regions, and by associated growth in vehicle ownership and use.
Based on these expectations, the Company believes that traffic flow on the Guangzhou E-S-W Ring Road
will continue to grow.

Prospects for Guangzhou

Guangzhou is continuing to expand and develop as the commercial centre of Guangdong Province.
As Guangzhou continues to expand and develop, there is an increasing need for routes to accommodate
traffic away from the congested city centre and to support the city’s outward expansion. This has recently
led to changes in Guangzhou’s traffic measures imposing access restrictions to Guangzhou city (see
“Revenues — Trends” above).

Since implementation of these changes between December 2001 and May 2002, the Guangzhou
E-S-W Ring Road has seen significant growth in traffic volumes. The average daily traffic flow has risen
from 32,125 vehicles in the period 1 May, 2001 - 30 April, 2002 to 38,084 vehicles in the period 1 May,
2002 - 30 April, 2003, an increase of approximately 18.5%.
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In the light of experience with other major cities, the Directors anticipate that the Guangzhou Ring
Road, of which the Guangzhou E-S-W Ring Road is an integral part, will be an increasingly important
component of the traffic system serving the greater Guangzhou area.

Existing urban expansion and renewal plans include major strategic developments encompassing the
new Guangzhou International Airport in Huadu to the north, and a new technology oriented urban centre
and sea port at Nansha to the south, as well as further planned commercial and industrial development in
areas to the south of Guangzhou including Panyu. This development will see further outward expansion
of Guangzhou continuing its transformation from an agricultural to an industrial and commercial based
economy.

Major new connections

The Company believes that Guangzhou E-S-W Ring Road is well placed to benefit from increased
traffic flow from the opening of several major new connecting roads which are planned to be opened in
2004 and 2005 (see “Destinations and Major Connections” above).

Taxation

Pursuant to an approval from the Guangzhou branch of the State Tax Bureau, the rate of foreign
enterprise income tax payable by Ring Road JV in respect of its profit arising from the operation of toll
roads is 15%. Under the existing PRC tax laws and regulations, the Ring Road JV is entitled to enjoy,
subject to approval from the relevant governmental authority, a two year exemption from, to be followed
by a three year 50% reduction in the rate of, foreign enterprise income tax for profit arising from the
operation of toll roads commencing from the first profit-making year, as computed under PRC accounting
standards and tax regulations. In addition, the Ring Road JV has obtained an approval from the
Guangzhou Municipal Government which grants a more preferential tax treatment in the form of a five
year exemption from, to be followed by a five year 50% reduction in the rate of, foreign enterprise
income tax, commencing from the first profit-making year. However, pursuant to the current PRC tax
laws and regulations, the Ring Road JV is required to obtain an approval from the State Tax Bureau to
be entitled to the more preferential tax treatment granted by the Guangzhou Municipal Government. The
Ring Road JV intends to apply for such approval in due course.

The Ring Road JV has also obtained an approval from the Guangzhou Municipal Tax Bureau which
grants an exemption from paying a local income tax (currently set at a rate of 3%) in respect of profit
arising from the operation of toll roads as well as ancillary and related service facilities for ten years
commencing from the first profit-making year. Notwithstanding the above, according to tax regulations in
Guangdong, the period of exemption and reduction from paying local income tax will be equal to the
final approved period of exemption and reduction granted to the Ring Road JV in respect of paying
foreign enterprise income tax. The Ring Road JV is required to pay business tax (currently set at a rate
of 5%) on its toll receipts. Because Ring Road JV has not yet recorded profits, any exemption from
paying foreign enterprise income tax and local income tax has so far had no effect on the Ring Road JV.
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PHASE 1 WEST

The Company has an indirect interest in the Phase 1 West Project which is under construction and
will run from Guangzhou city to Shunde. The Company’s interest in the Project is to be held through a
Sino-foreign co-operative joint venture established in partnership with Guangdong Provincial Highway
Construction Company, which is also HHI’s PRC partner in the completed GS Superhighway.

The Project

TS

== HHI's Expressway (In operation)

w2 HHT's Expressway (Under construction)

15185 Phases 2 & 3 Western Delta Route being pursued by HHI

= Other expressways (In operation)

+om == Other expressways (Under construction)

e Main roads / Class 1 highways (In operation)

4 Main roads / Class 1 highways (Under construction)
B Toll Plaza

Phase 1 West

Key Data

Route......cceevvvniiiiiciiennn. Hainan interchange of Guangzhou E-S-W Ring Road to Bijiang
in Shunde

Total length..........ccceeeenne 14.7 km

Classification .......cc.cceeeeee Expressway

Number of lanes ............... Dual 3 lanes

Design speed.........cceuee. 100 km per hour

Toll system..........cccceeeennneee Closed system

Number of toll plazas....... 2-3

Number of interchanges.... 3 (including barriers at both ends)

Joint venture partner......... Guangdong Provincial Highway Construction Company

Concession period............. 30 years from the date of issue of business licence for the Phase 1
West JV

Status cooevveiiiieeeeeeeeeen Under construction and expected to be completed by mid-2004
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The Route

Phase 1 West is a 14.7 km dual three lane expressway currently under construction which will run
from the Hainan interchange of the Guangzhou E-S-W Ring Road to Bijiang in Shunde where it will join
with Shunde 105 and the northern end of Bi Gui Road in Shunde. Phase 1 West will fulfil the strategic
need for a high speed link between Guangzhou city and Shunde and is expected to shorten the travel
time between the two cities to approximately 10 to 15 minutes from a journey of approximately 40
minutes on existing local roads.

Phase 1 West is expected to be completed by mid-2004. It is being constructed as a closed system
expressway and will have three interchanges. It is expected to have two to three toll plazas. It will be
asphalt-paved and will have a design speed of 100 km per hour.

Initiation and Promotion of the Project

The original GS Superhighway project also comprised an expressway route across the western PRD
between Guangzhou and Zhuhai. For the reasons set out below, the original route for this western
expressway was changed to what is now the Western Delta Route, of which Phase 1 West is one part.
Accordingly, Phase 1 West results from the same initiatives of Hopewell in December 1978 which led to
construction of the GS Superhighway.

When the eastern and western expressway routes originally contemplated by the GS Superhighway
JV were subsequently separated for independent development, the concession for the route in the western
PRD was transferred to HHI West Co in 1992. At that time, HHI had envisaged that the entire route
would be developed by HHI West Co. However, on commencement of preliminary work in 1993 to 1994,
and in view of progress with the developing highway system in the western PRD, HHI established that
the original route would no longer be economically desirable. As a result, HHI sought approval in 1995
from the Guangdong Provincial Government for a revised route through the western PRD of
approximately 58 km between Guangzhou and Zhongshan, and approval was obtained in the same year.
In 1999, after further consideration and analysis by HHI and the Guangdong Provincial Communications
Bureau, it was agreed with the Guangdong Provincial Communications Bureau that the Western Delta
Route should be divided into three phases and that Phase 1 West would be jointly developed by HHI and
Guangdong Provincial Highway Construction Company.

Following the completion of the feasibility study, initial and supplementary approvals for the Phase
1 West Project were obtained from the Guangdong Provincial Development Planning Committee in June
2000 and July 2001, respectively. Since July 2001, HHI has been engaged in the negotiation of
concession rights, and the terms and basis for the management structure, construction and operation of
the joint venture, and the financing arrangements for the Project. This has included the restructuring of
the Western Delta Route as well as preparation of the Phase 1 West JV Contract. HHI is in the process of
obtaining final approval for the restructuring of the Western Delta Route for the purposes of the Phase 1
West Project (see “Approval Process for Phase 1 West” below).

Approval Process for Phase 1 West

The restructuring of the Western Delta Route project has involved changes to the arrangements
relating to HHI West Co and the establishment of a co-operative joint venture company, and requires
formal approvals from Guangdong COFTEC. Preliminary approval for the restructuring of HHI West Co
and for the establishment of the Phase 1 West JV was duly obtained from Guangdong COFTEC in March
2003. However, there are various formal notifications that are required to be given to creditors of HHI
West Co which must be completed before formal approval from Guangdong COFTEC is issued. The
scope and process for all such remaining formalities are being processed by the Guangdong COFTEC,
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and the form and terms of the Phase 1 West JV Contract have been settled among all relevant parties.
Accordingly, the Company expects that the Phase 1 West JV Contract will be duly entered into, and the
Phase 1 West JV established, all in accordance with existing proposed terms and arrangements, by no
later than the third quarter of 2003.

Joint Venture Arrangements for Phase 1 West

The Phase 1 West Project is being undertaken as a joint venture between HHI West HK Co and
Guangdong Provincial Highway Construction Company, which is also HHI’s PRC Partner in the GS
Superhighway project.

When the Phase 1 West JV Contract is entered into, it will establish a Sino-foreign co-operative
joint venture company according to applicable PRC law. The Phase 1 West JV Contract will govern the
interests of the respective joint venture partners in Phase 1 West, and their respective entitlements to
share in the net operating income of the Phase 1 West JV. The terms agreed between the Phase 1 West
PRC Partner and HHI West HK Co provide for the net operating income to be shared in equal
proportions between HHI West HK Co and the Phase 1 West PRC Partner. Net operating income for
these purposes will be determined as stipulated in the JV Contract after providing for (among other
things) operating expenses, capital expenditure, debt service obligations and employee benefits.

Under the Phase 1 West JV Contract, HHI will be entitled to appoint four of the eight directors of
the Phase 1 West JV. Certain significant matters are stipulated to require unanimous approval by all
directors present at the board meeting, including the approval of the annual budget and accounts, the
approval of major contracts, changes in the total investment, increase in the registered capital,
distribution of profits, and changes to the articles of association. Except for matters on which unanimous
approval is required, board decisions will require two-thirds majority of the directors present at the board
meeting.

The general manager of the Phase 1 West JV will be nominated by the Phase 1 West PRC Partner
for appointment by the board of directors of the Phase 1 West JV. The general manager will be
responsible for the day-to-day operation and management of Phase 1 West subject to the terms of the
Phase 1 West JV Contract. Each of HHI West HK Co and the Phase 1 West PRC Partner will be entitled
to appoint one deputy general manager who shall be responsible for assisting the general manager.

Construction of Phase 1 West began in December 2001 based on the joint venture arrangements as
currently proposed, and in anticipation of the establishment of the Phase 1 West JV. As agreed between
the joint venture partners, during the period before and leading up to the formal establishment of the
Phase 1 West JV, construction is being managed and supervised by the joint working committee
comprising representatives from HHI and the Phase 1 West PRC Partner. As such, HHI and the Phase 1
West PRC Partner decide and act jointly in relation to all construction matters, including approval and
signing of construction contracts. In particular, payments due in respect of land and construction costs
are jointly verified to the satisfaction of both HHI and the Phase 1 West PRC Partner. In addition, a
financial supervisory group currently headed by a representative from HHI and comprising
representatives from both joint venture partners has been formed to oversee financial and budgeting
arrangements and distribution of profits for the Phase 1 West Project. In particular, the budget for the
Phase 1 West Project needs to be approved by both joint venture partners.

Project Concession

The Phase 1 West JV will have a concession period of 30 years from the date of issue of its
business licence, which is expected to occur in the third quarter of 2003. At the expiration of the
concession period, all fixed assets owned by it will be transferred to the responsible governmental
authorities for no consideration and Phase 1 West JV will be dissolved. On dissolution at the end of the
concession period, any residual asset surplus of the Phase 1 West JV will be shared in equal proportions
between the joint venture partners.
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Construction of Phase 1 West

Construction of Phase 1 West commenced in December 2001 and is expected to be completed by
mid-2004. The construction of Phase 1 West is managed by a joint working committee comprising
experienced engineers from HHI and the Phase 1 West PRC Partner. All necessary approvals for the use
of the required land for the construction of the expressway have been granted. For the purpose of
constructing the main alignment, the Phase 1 West route has been divided into eight consecutive sections
with different contractors constructing each section. In order to control costs and enhance quality control,
all major construction materials are centrally procured by the Phase 1 West joint working committee. The
materials are then distributed to the contractor of each of the eight sections with the assistance of a
professional materials management company. Construction on all the various sections is proceeding in
parallel.

All construction and land acquisition contracts have been entered into on fixed price terms. All the
construction contracts provide that any variation of agreed work and the price for such variation must be
approved by the joint working committee, and that the cost of repairing any construction defects are to
be borne by the relevant contractor during the relevant warranty period. The construction contracts have
allocated insurance obligations such as construction risks and third party liability and the cost of such
insurance among the joint working committee and the contractors. Further, all contractors engaged by the
joint working committee were selected, through a public tender process supervised by representatives
from relevant government authorities, on the basis of criteria such as experience, track record,
management team and bidding price.

In order to prevent delay, all construction contracts are entered into for a fixed completion date
where extension of construction time requested by any contractor would only be allowed in exceptional
circumstances and must be approved by the joint working committee. The committee is also entitled to
terminate a construction contract in the event of an undue delay.

There has been no material delay in the construction programme so far.

Financing of Phase 1 West

The total approved project investment for Phase 1 West is RMB1,680 million. The Phase 1 West JV
will have registered capital of RMB588 million, to be contributed equally by HHI and the Phase 1 West
PRC Partner. The balance of the overall construction cost is intended to be financed by RMB bank loans
to be borrowed by the Phase 1 West JV once it is established. The partners to the Phase 1 West JV have
obtained a letter of intent from a PRC bank for provision of financing facilities. HHI and the Phase 1
West PRC Partner have agreed that such facilities are to be secured on the toll collection rights,
operation rights and any insurance rights of the Phase 1 West JV and will be non-recourse to the joint
venture partners.

Various initial costs for items such as land compensation, site clearance and construction and
financing costs have been, and will require to be, incurred prior to the formal establishment of the Phase
1 West JV. As the Phase 1 West JV has not been established, these costs, which amounted to
approximately RMB799.7 million as at 31 May, 2003, have been, and will continue to be, funded by the
Phase 1 West PRC Partner. Upon establishment of the Phase 1 West JV, the amount by which these costs
have exceeded the Phase 1 West PRC Partner’s registered capital contribution will be reimbursed to the
Phase 1 West PRC Partner by the Phase 1 West JV. HHI West Co has sufficient funds to meet its
anticipated contribution to Phase 1 West JV’s registered capital. The Group will make its contribution of
registered capital in accordance with the Phase 1 West JV Contract once the Phase 1 West JV is
established.

Contracts are in place for the acquisition of all land which will be required for the Phase 1 West
Project, and for all necessary demolition and construction works. The risk of any delay and cost overrun
is mitigated by the contractual arrangements in place as described under “Construction of Phase 1 West”

117



THE ROAD PROJECTS

above. To date, construction is proceeding substantially as scheduled on each of the eight sections and
there have been no significant changes in the scope of contracted works. In the unexpected event that
cost overruns arise, the Phase 1 West JV will explore the option of increasing its own borrowings before
considering raising further capital or obtaining loans from the joint venture partners.

Operations

The toll collection system for Phase 1 West will be in the form of a closed system with two to
three toll plazas. As in the case of the Group’s other expressways in Guangdong province, the
arrangements for collecting tolls on Phase 1 West will require to incorporate proposals for a provincial
toll pass with a centralised administrative agency (see “The Road Projects — The GS Superhighway —
Operations — Recent Developments”). The Company intends that the Phase 1 West JV should follow
similar operational principles and strategies as are applied to the operation of the GS Superhighway,
aimed at the efficient delivery of convenient, fast and safe transit.

Recent Developments

There have been recent proposals by the Guangdong Provincial Government to implement uniform
toll rate multiples for expressways throughout Guangdong Province. According to a notice issued by the
Guangdong Provincial Government on 31 July, 2001, the new toll rate multiples to be adopted in respect
of the five different classes of vehicles shall be 1, 1.5, 2, 3 and 4 times the base charge for Class 1
vehicles. Since the Phase 1 West is a new expressway project, it is required to adopt the new toll rate
multiples once it commences operation.

Competition

At present, there are two routes directly connecting Guangzhou city with Shunde, namely, National
Highway 105 (the section between the southern end of Luoxi Bridge and the northern end of Shunde
105) and a second route which consists mainly of Baichen Highway. The two highways are class II and
class I highways, respectively. Upon completion, Phase 1 West will be the first expressway running
between Guangzhou city and Shunde. As such, it will fulfil the strategic need for a high speed link
between Guangzhou city and Shunde and is expected to substantially shorten the travel time between the
two cities from approximately 40 minutes to approximately 10 to 15 minutes.

The Company believes that there are currently no published or official proposals for any additional
or alternative expressway connection between Guangzhou city and Shunde which would provide speed
and convenience for travel between these cities comparable to that which will be available via Phase 1
West.

Prospects

Phase 1 West when completed will fulfil the strategic need for a high speed link between
Guangzhou city and Shunde. The Company expects there to be an immediate and increasing demand for
a high speed route between these major centres.

Taxation

Pursuant to the existing PRC tax laws and regulations, the Phase 1 West JV is entitled to apply for
a reduced rate of foreign enterprise income tax at 15%. The Phase 1 West JV will be liable for local
income tax (currently set at a rate of 3%) on any profit and business tax (currently set at a rate of 5%)
on its toll receipts.
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The Phase 1 West JV is entitled to apply for an exemption from the applicable foreign enterprise
income tax which, if approved, would exempt the Phase 1 West JV from paying such taxes for 2 years
commencing from its first profit-making year and at a reduced rate of 7.5% for the following 3 years.
The Phase 1 West JV is also entitled to apply for an exemption from local income tax which, if
approved, would exempt the joint venture from paying such tax for 5 years commencing from the first
profit-making year.

Phases 2 and 3 of the Western Delta Route

Following the changes approved in 1995, the revised Western Delta Route covers approximately 58
km between Guangzhou and Zhongshan (including the portion comprised in the Phase 1 West Project).
Under the terms of the existing arrangements relating to the Western Delta Route, the concession rights
for Phases 2 and 3 continue to be held by HHI. While the existing documents and approvals for these
project arrangements provide for a concession period of 30 years commencing from the completion of
Phases 2 and 3 respectively (with HHI having sole entitlement to profits from operation of the
expressway for the first 12 years of operations, and profits to be shared with the GS Superhighway PRC
Partner for the remaining period of the concession), the Directors consider that certain key terms of the
existing arrangements, including route alignment, financing, profit sharing and concession terms, will
require to be renegotiated and finalised with relevant PRC authorities in order for Phases 2 and 3 to
proceed.

Although no firm plans have yet been formulated for the further development of any part of Phases
2 or 3, the development of these further Phases is being actively pursued by the Group. Depending on
the final alignment of the route, it may be appropriate, at the time of development of Phase 3, for the
Group to consider the acquisition of the 22.8 km Bigui section of the Shunde Roads (or any part
thereof). (See “Relationship with the Hopewell Group — General”). The development of Phases 2 and 3
may be implemented by way of a joint venture with a suitable PRC partner.
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EXECUTIVE DIRECTORS AND SENIOR MANAGEMENT

Sir Gordon Ying Sheung WU KCMG, FICE, 67, is the Chairman of the board of the Company and
Hopewell. He graduated from Princeton University with a Bachelor of Science degree in Engineering in
1958. He is the founder of Hopewell, which was listed on the Stock Exchange in 1972, and holds
directorships in principal subsidiaries of Hopewell and the Company. He spearheaded and developed both
the power generation business of Hopewell, which in 1993, was consolidated and spun-off as the listed
Consolidated Electric Power Asia Limited (subsequently disposed of in 1997) and Hopewell’s road
infrastructure business. In addition to being the chief executive officer, as a civil engineer by profession,
he has led the design and construction of the numerous property development projects of Hopewell in
Hong Kong since the early 1970’s and the hotels, power plant and road infrastructure projects of
Hopewell in the PRC and overseas since the early 1980’s, including the Shajiao B Power Plant which
received the British Construction Industry Award and setting a world record of completion within 22
months.

He is very active in civic duties, including being the former chairman of the Hong Kong Port and
Maritime Board, a member of the Commission on Strategic Development of the HKSAR, Hong Kong
Logistic Development Council and the Chinese People’s Political Consultative Conference. He is the
Honorary Consul of the Republic of Croatia in Hong Kong, and an honorary citizen in a number of cities
in the PRC and overseas.

Mr. Eddie Ping Chang HO, 70, is the Vice-Chairman of the Company and Managing Director of
Hopewell. He holds directorships in principal subsidiaries of Hopewell and the Company. He was Deputy
Managing Director of Hopewell when it was listed on the Stock Exchange in 1972. He has been in
charge of negotiating all the joint ventures and financing for development projects in the PRC, including
hotel, power plant and road infrastructure projects undertaken by Hopewell and the Group. In addition,
he has extensive experience in building and development projects in Hong Kong. He is an honorary
citizen of the cities of Shenzhen and Shunde in the PRC.

Mr. Thomas Jefferson WU, 30, is the Managing Director of the Company and Executive Director
and the Chief Operating Officer of Hopewell. He joined Hopewell in 1999 and holds directorships in
principal subsidiaries of Hopewell and the Company. He was awarded a Master of Business
Administration degree from Stanford University in 1999 and a Bachelor of Science degree in Mechanical
and Aerospace Engineering from Princeton University in 1994. He is responsible for strategic planning,
corporate policy and overall management of the Group. He is a son of Sir Gordon Ying Sheung WU.

Mr. Alan Chi Hung CHAN, 44, is the Deputy Managing Director of the Company. He joined
Hopewell in 1988 and was previously an Executive Director there. He was awarded a Postgraduate
Diploma in Management Studies by the City University of Hong Kong in 1989 and a Bachelor of
Science degree from the Chinese University of Hong Kong in 1983. He previously held directorships in
subsidiaries of Hopewell which undertake infrastructure projects in the PRC, including Delta Roads
Limited. He is responsible for project coordination, management and administration of the transport
infrastructure and other projects in the PRC.

Ir. Leo Kwok Kee LEUNG DIC FIStructE, FICE, 44, was appointed an Executive Director of the
Company on 3 July, 2003 when he joined the Group. He is responsible for the design, engineering and
construction of projects within the Group. He joined Hopewell in 1978 and rejoined in 1993. He
graduated from Imperial College of the University of London with a Master of Science degree with
Distinction in Earthquake Engineering and Structural Dynamics in 1991 and was awarded a Bachelor of
Science degree with First Class Honours from the Council for National Academic Awards in Civil
Engineering as well as the Institution of Civil Engineers’ Prize for his outstanding undergraduate
performance in 1983. He previously held directorships in subsidiaries of the construction division of
Hopewell. Prior to joining Hopewell, he worked in Singapore, Kenya, England and Hong Kong and
acquired a wide range of experiences in bridge and building designs and constructions, slipform
technique, dam and tunnel structures.
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Mr. Lijia HUANG, 61, is an Executive Director of the Company and is primarily responsible for
the operations and management of the toll roads in Guangdong Province. He joined Hopewell in 1996.
Before joining Hopewell Group, he was the General Manager of Guangdong Provincial Highway
Construction Company. During 1961-1979, he held senior positions in various commissions in Zhaoqing.
He previously held directorships in subsidiaries of Hopewell which undertake infrastructure projects in
the PRC, including Delta Roads Limited.

Mr. Cheng Hui JIA, 62, was appointed an Executive Director of the Company on 3 July, 2003
when he joined the Group. He is the Controller for China projects and is responsible for liaison and
coordination with various PRC government authorities. He joined Hopewell in 1985. Before joining
Hopewell, he worked for many years in aerospace research in the PRC. He graduated from Harbin
Industry University in 1964 with a Bachelor of Science degree. He previously held directorships in two
associate companies of Hopewell.

Mr. Christopher Shih Ming IP, 34, was appointed an Executive Director of the Company on 3
July, 2003. He joined Hopewell in 2002. He is involved in the Company’s corporate financing activities
as well as new project development. Prior to joining Hopewell, he was a vice president of mergers and
acquisitions at Deutsche Bank and Morgan Stanley Dean Witter Asia Limited. He graduated from Brown
University in the U.S. with a Bachelor of Arts degree in 1993 and from The London Business School
with a Master of Business Administration degree in 1997. He does not currently hold any directorship in
Hopewell Group.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Kojiro NAKAHARA, 62, was appointed an independent non-executive Director of the Company
on 10 July, 2003. He graduated from Tokyo Mercantile Marine University in 1964 with a Bachelor
degree in Marine Engineering. He joined Kanematsu Corporation in 1964 and has held senior positions in
Tokyo, Singapore and Hong Kong offices. He was appointed Managing Director of Kanematsu (Hong
Kong) Limited in 1996 and retired in 2000. He does not hold any previous or current directorship in
Hopewell Group. He holds 10,671 ordinary shares of HK$2.5 each in Hopewell (approximately 0.0012%
of the total issued share capital of Hopewell).

Mr. Philip Tsung Cheng FEI, 62, was appointed an independent non-executive Director of the
Company on 10 July, 2003. He was awarded a Bachelor of Architectural Engineering degree from Cheng-
Kung University in Taiwan in 1962; a Bachelor of Architecture degree from North Carolina State
University in 1965 and a Master of Science degree in City Planning from Pratt Institute in the U.S. in
1974. He is the managing partner at Fei & Cheng Associates, an architectural and planning firm. Mr. Fei
has over 30 years’ experience in planning and architectural projects. Prior to establishing Fei & Cheng
Associates, he worked for a number of architecture firms in the U.S. He was previously a non-executive
director of Consolidated Electric Power Asia Limited, a former listed subsidiary of Hopewell, from 1993
to 1996 and does not currently hold any directorship in Hopewell Group.

Mr. Lee Yick NAM, 56, was appointed an independent non-executive Director on 10 July, 2003 and
the chairman of the audit committee of the Company on 16 July, 2003. He holds a certificate in
management studies from Carnegie Mellon University of U.S. in 1977. He has over 30 years’ experience
in the banking, investment and finance industry. He was an Executive Director of Liu Chong Hing Bank
from 1990 to 2001. Prior to that, he was a vice president at Citibank, Mellon Bank and American
Express Bank. He does not hold any previous or current directorship in Hopewell Group. He holds
US$400,000 of the 9.875% Notes due 2004 issued by Guangzhou-Shenzhen Superhighway (Holdings)
Ltd. (approximately 0.2% of the total amount of the Notes).
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Mr. Gordon YEN, 33, was appointed an independent non-executive Director of the Company on 10
July, 2003. He was awarded a Bachelor degree in Manufacturing Engineering from Boston University,
U.S. in 1990 and a Master of Business Administration degree from McGill University, Canada in 1992.
Prior to joining Fountain Set (Holdings) Limited (“Fountain Set”) in 1999, he served as an Infrastructure
Project Director in Hopewell. He was previously an employee of Hopewell and from 1997 to 1999, he
was a director of PT Hi Power Tubanan 1, a subsidiary of Hopewell. Currently, he does not hold any
directorship in Hopewell Group. He is currently the Assistant to Chairman of Fountain Set. Fountain Set,
a company listed on the Stock Exchange, and its subsidiaries are principally engaged in the production
and sales of knitted fabrics. There is no relationship between Fountain Set and the Group or Hopewell
Group.

COMPANY SECRETARY

Mr. Peter Yip Wah LEE, 61, was appointed the Company Secretary of the Company on 3 July,
2003. He graduated from the University of Hong Kong with a Bachelor of Arts degree in 1965. He is a
practising solicitor and a partner of Woo, Kwan, Lee & Lo. He is also a China Appointed Attesting
Officer. He is an independent non-executive director of a number of public listed companies, and is also
the company secretary of over 20 listed companies including Hopewell.

STAFF

As of April 2003, the Group would have had a total of 32 full-time staff, with 23 in Hong Kong
and 9 in the PRC. Set out below is a breakdown of the number of the Group’s full-time staff by function
for the past two years:

As at April
2002 2003
ProfesSional ...........uuiiiiiiiiiiiiiiiiiiiiieiieeeeeeeeeee e e e e e e e e e e e e e e e e e 7 12
OPETatioNAl ..ooiiiiiiiiiiiiiiiiiiee e 20 20

The Directors believe that the Company’s relationship with the Group’s staff is a good one. The
Group’s staff are not represented by any collective bargaining unit or trade union.

The Group offers a medical benefits scheme to all its employees and has adopted a mandatory
provident fund scheme for its employees in Hong Kong.

The Company is not aware of any breach of the relevant laws, regulations and requirements in
relation to child protection, fair labour standards, working conditions and code of conduct for the
Group’s employees or workers under the respective regions in which the Group carries out its business.

DIRECTORS’ COMPENSATION

The aggregate amount of compensation (including fees, salaries, contribution to retirement benefits
plans and other benefits) which would have been paid by the Company to the Directors during each of
the three years ended 30 June, 2000, 2001 and 2002 and the ten months ended 30 April, 2003 was
approximately HK$2,051,000, HK$2,361,000, HK$3,382,000 and HK$2,012,000 respectively.
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The numbers of Directors whose compensation fell within the following bands are as follows:

Ten months
ended
Year ended 30 June, 30 April, As of Listing
2000 2001 2002 2003 Date
Number of Number of Number of Number of Number of
directors directors directors directors directors
Nil to HK$1,000,000...........cuvvveeeeverrrrnnnnnnns 2 2 2 5
HK$1,000,001 to HK$1,500,000................ 1 1 — 1 1
HK$1,500,001 to HK$2,000,000................ — — — — 4
HK$2,000,001 to HK$2,500,000................ — — 1 — 1
HK$2,500,001 to HK$3,000,000................ — — — — —
HK$3,000,001 to HK$3,500,000................ — — — — 1

Save as disclosed above, no other payments have been paid or are payable in respect of the three
years ended 30 June, 2002 and the ten months ended 30 April, 2003 by the Company or any of its
subsidiaries to the Directors.

Under the arrangements currently in force, the aggregate remuneration of the Directors payable for
the year ended 30 June, 2003 is estimated to be approximately HK$2,682,000.

Under the arrangements currently proposed, conditional upon the listing of the Shares of the
Company on the Stock Exchange, the annual remuneration (excluding any discretionary bonus which may
be paid) payable by the Company and its subsidiaries to the directors of the Company commencing on or
about the Listing Date will be as follows:

HKS$ (rounded
to the nearest

thousand)
Sir Gordon Ying Sheung WU ...t e e e e e e e 3,260,000
Mr. Eddie Ping Chang HO ......coooiiiiiiiiiiiiee et 2,500,000
Mr. Thomas JeffersOn WU ....coouueiiiiiii et e e e 1,906,000
Mr. Alan Chi Hung CHAN ...t e e e e et e e e e e eenaeeeeaeeas 1,906,000
Ir. Leo KWOk Kee LEUNG ... oot e e e 1,737,000
Mr. Lijia HUANG .. .cciiiiiiieee ettt e e e e et e e e e e e ettt e e e e e e enneeeeeeaeens 590,000
Mr. Cheng HuUi JTA ..ottt ettt e e e e et e e e e e e e nneeeeeeaeeas 1,012,000
Mr. Christopher Shih Ming IP ... 1,672,000
Mr. Kojiro NAKAHARA ...ttt e e e e e ettt e e e e e e enneteeeeaeens 100,000
Mr. Philip Tsung Cheng FEL ... 100,000
MEI. L€ YICK NAM ...ttt e e e e e e e e 100,000
JLY S o e 1o} o T 0 =7\ N 100,000

AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The Company has established an audit committee with written terms of reference in compliance
with the code of best practice as set out in Appendix 14 of the Listing Rules. The primary duties of the
audit committee are to review and supervise the financial reporting process and internal control system of
the Group. The audit committee comprises three independent non-executive Directors. The members of
the audit committee are Lee Yick NAM, the chairman of the committee, Philip Tsung Cheng FEI and
Kojiro NAKAHARA.
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RELATIONSHIP WITH THE HOPEWELL GROUP

GENERAL

Currently, the Hopewell Group (including the Group for this purpose) is principally engaged in the
development, investment and operation of properties and toll roads, bridges and tunnels and related

infrastructure projects in Hong Kong and the PRC. The Hopewell Group is a “connected person” within

the meaning given under the Listing Rules in relation to the Group.

Immediately after the Offering (assuming the Warrants, Over-allotment Option and the BOC Option
are not exercised), Hopewell will have an interest in approximately 75% of the issued share capital of the
Company and will therefore continue to be a “connected person” in relation to the Group.

The existing connected transactions between members of the Group and members of the Hopewell
Group which are exempted from disclosure and shareholders’ approval under Rule 14.24 of the Listing
Rules include those set out in the section headed “Connected Transactions” below. While the Company
will have to comply with the Listing Rules as to connected transactions when dealing with members of
the Hopewell Group, there are no arrangements in place or proposed, save as disclosed in this
prospectus, which would require members of the Hopewell Group to maintain the relationship with the
Group, with respect to both business and share ownership.

The management of the Company has adopted a policy that, in general, the Group will only
participate in closed system expressway projects (as opposed to open system highways), unless the size
of the project makes it justifiable for the Group to do otherwise or if there are other special

circumstances.

Expressway/Superhighway

Open system highway

Designed for higher speed driving and faster transit from
destination to destination without disruption by

intersections/junctions.

Connection with other roads is through interchanges so that
through traffic will not be disrupted. Interchanges are

connections by means of ramps.

Full access control — entry and exit can only through

interchanges (or established entrance/exit points).

The entire route is enclosed. All traffic has to access the road

through controlled entrances and exits.

Design speed of at least 100km/hour

For tolled expressway, tolls are usually charged on the basis

of distance travelled.

Designed to facilitate access to local townships/regions along the

highway.

Other roads will intersect with the highway and connection with
other roads is through intersections/junctions which are controlled
by a roundabout or traffic light. Therefore, traffic flow will be

disrupted by the intersections/junctions.

Partial access control or no access control — vehicles can enter
and exit through the intersections/junctions along the highway.
Intersections/junctions are connections without entrance or exit

ramps and are usually equipped with traffic lights.

The route of the highway may not be enclosed. Vehicles are only
charged at toll plazas and could use the highway without paying

as long as no toll plazas are crossed.

Design speed of below 100km/hour; for Class I highways, the

usual design speed is 80km/hour.

For tolled open system highways, tolls are collected at fixed toll
collection points. If a vehicle enters or exits the highway without
passing through a toll collection point, no toll will be payable

even if part of the highway has been used.
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Consequently, Shunde Roads and Shunde 105, which are not expressways, are excluded from the
Group. There is no direct competition between the projects of the Group on the one part and Shunde
Roads and Shunde 105 on the other as their routing and areas covered are different. Though the projects
of the Group and of the Hopewell Group have common directors, Shunde Roads and Shunde 105 are
separate independent projects from the projects of the Group, and Shunde Roads and Shunde 105 have
been managed and operated by the Hopewell Group from completion of the Reorganisation.

Currently, the Group has no intention of acquiring Hopewell Group’s interest in Shunde Roads or
Shunde 105. However, it is possible that when the time is right in the future for the development of
Phase 3 of the Western Delta Route, depending on the final alignment of the route, the Group may seek
to acquire the 22.8 km Bigui Road section (or certain parts thereof) of Shunde Roads for the purpose of
that project (the total length of Shunde Roads is 102 km and Hopewell Group’s interest in Shunde Roads
is 25%). Any such acquisition would be subject to compliance with all relevant provisions of the Listing
Rules. It should be noted that Phases 2 and 3 of the Western Delta Route are only in the planning stage,
but they will be actively pursued.

The Group has a clear business focus, distinct from that of the Hopewell Group. The Group’s
business focuses on the initiation, promotion, development and operation of strategically important roads,
bridges and tunnels and related infrastructure projects in Guangdong Province and particularly the PRD.
None of the members of the Hopewell Group is engaged in the business of PRC toll road infrastructure,
except for Hopewell Group’s 25% interest in a jointly-controlled entity operating Shunde Roads and 30%
interest in a jointly-controlled entity operating Shunde 105, which are open system highways. Shunde
Roads and Shunde 105 contributed only about 0.1% and 2.3% of Hopewell’s earnings before interest and
tax for the years ended 30 June, 2001 and 30 June, 2002, respectively. Accordingly, the interests in
Shunde Roads and Shunde 105 do not form a major operation of the Hopewell Group and for the reasons
stated above, there is a clear delineation between the businesses retained by the Hopewell Group and that
of the Group. As at the date of this prospectus, the Directors believe that the Hopewell Group does not
carry on any business activities that directly compete with the Group’s activities.

Hopewell has given a non-compete undertaking to the Company to the effect that for so long as
Hopewell is a controlling shareholder (as that term is defined in the Listing Rules) and remains the
single largest shareholder of the Company, Hopewell will not (by itself or through its subsidiaries,
excluding the Group) engage in investment in toll road projects (including bridges and tunnels) in the
PRC save and except the following:

(1) toll road projects of which:
(i) the Group was offered an opportunity to acquire or be involved or participate; and

(i1)) the independent non-executive directors (as such is defined in the Listing Rules) of the
Company has separately reviewed and decided that the Group should decline such an
opportunity to acquire or be involved or participate; or

(2) toll road projects in which the independent non-executive directors of the Company have
separately reviewed and decided to invite Hopewell or its designated subsidiary to engage or
participate jointly with the Group, for which such engagement or participation of the
Hopewell Group is considered by the independent non-executive directors to be in the
interests of general shareholders of the Company; or

(3) interests in equity securities issued by any company engaged in the business of PRC tolled
road projects which are listed on a recognised stock exchange provided that the interest held
directly or indirectly by the Hopewell Group represents not more than 15% of the total issued
share capital of such company and the Hopewell Group does not control the board of the
relevant company; or

(4) the 25% interest in a jointly-controlled entity operating Shunde Roads and 30% interest in a
jointly-controlled entity operating Shunde 105 presently held by the Hopewell Group.
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The Company will make an announcement in the event that the independent non-executive directors
of the Company have separately reviewed and decided that the Group should decline an opportunity to
acquire or be involved or participate while such opportunity is taken up by the remaining Hopewell
Group.

Other than the non-compete undertaking referred to above, the Hopewell Group has not undertaken
not to engage in activities competing with the Group, nor are there any contractual restrictions for it not
to do so.

The Group has its own functional departments, including a project management department, an
engineering department and an accounts department, all of which operate independently from the
Hopewell Group. The majority of the Directors do not currently hold directorships on the board of
Hopewell. Save for Sir Gordon Ying Sheung Wu, Mr. Eddie Ping Chang Ho and Mr. Thomas Jefferson
Wau, the Directors do not currently have any management roles in Hopewell Group. The board of the
Company also currently includes 4 independent non-executive Directors who oversee internal control and
provide checks and balances over the board’s decision-making on significant transactions or transactions
involving a potential conflict of interests. Based on the above, the Group is able to function
independently of the Hopewell Group.

Hopewell is required to comply with the “spin-off” requirements under Practice Note 15 of the
Listing Rules in respect of the proposed separate listing of the Company, treating the JV Enterprises as if
they were subsidiaries of Hopewell for that purpose. These include, among others, the requirement to
obtain approval of shareholders of Hopewell of such separate listing (as the Group is a “major
subsidiary” of Hopewell as defined under the Listing Agreement between the Stock Exchange and
Hopewell (as the pre-tax trading profits of the Group represent more than 15% of those of the Hopewell
Group (including the Group) and the Offering may constitute a material dilution of Hopewell’s interest in
the Group and, depending on the Offer Price and the expected market capitalisation of the Company, the
Offering may also constitute a major transaction for Hopewell under Chapter 14 of the Listing Rules),
which approval was given in the extraordinary general meeting of Hopewell held on 16 July, 2003.
Hopewell has applied to the Stock Exchange for, and has been granted, a waiver from strict compliance
with paragraph 3(f) of Practice Note 15 regarding the assured entitlement right of holders of Hopewell
Shares to the Shares on the basis that the Warrants represent a better way of providing an equity
entitlement to holders of Hopewell Shares than a conventional preferential offer.

CONNECTED TRANSACTIONS

The existing connected transactions between members of the Group and members of the Hopewell
Group which are exempted from disclosure and shareholders’ approval under Rule 14.24 of the Listing
Rules include those set out below.

Exempted connected transactions
Exempted connected transactions under the de minimus rule
1. Lease arrangements between the Hopewell Group and the Group

(i) Rental agreement in relation to office in Hopewell Centre

HHI GS Superhighway Co, a subsidiary of the Company, has entered into a rental agreement
(the “Rental Agreement”) with Singway (B.V.I.) Company Limited (“Singway”), a wholly-owned
subsidiary of Hopewell, pursuant to which HHI GS Superhighway Co leases an office space of
approximately 2,359 square feet at Room 64-02, 64th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong (the “Property”’) from Singway. The Rental Agreement will continue for
a term up to 30 June, 2004 and therefore, it is expected that the Rental Agreement will continue
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after the completion of the Offering. The rental for the Property under the Rental Agreement is
HK$35,392.50 per calendar month. In addition, HHI GS Superhighway Co is responsible for paying
its portion of government rates, electricity and air-conditioning charges, which, together with the
rental, totalled approximately HK$554,000 in the financial year ended 30 June, 2002.

Pursuant to the Rental Agreement, the amount payable by the Group to Singway is not
expected to exceed HK$1,000,000 per annum during the term. The Directors (including independent
non-executive Directors) and the Sponsor consider that the Rental Agreement is on normal
commercial terms, in the ordinary and usual course of business of the Group and is fair and
reasonable to the shareholders of the Company.

(i) Leases of certain car parking spaces in Hopewell Centre

A member of the Group currently has lease arrangements with Singway for one car parking
space in Hopewell Centre on a monthly basis. This arrangement is expected to continue, and the
Group may have additional lease arrangements with Singway for more car parking spaces, after
completion of the Offering (although no such additional leasing arrangement is currently planned).
The rental currently payable for the car parking space per month is HK$5,350 and the total annual
rental payable for the car parking space currently leased by the Group and those that might be
leased to the Group (both from the Hopewell Group) after completion of the Offering in a financial
year is expected not to exceed HK$1,000,000. The Directors (including independent non-executive
Directors) and the Sponsor consider that the arrangements for the lease of the car parking space at
present are, and the possible arrangements for the lease of any additional car parking spaces after
completion of the Offering will be, on normal commercial terms in the ordinary and usual course of
business of the Group and are fair and reasonable to the shareholders of the Company.

2. Provision of insurance advisory services by HCNH Insurance Brokers Limited to the Group

HCNH Insurance Brokers Limited (“HCNH”) is providing, and is expected to continue to
provide to the Group after completion of the Offering, insurance advisory services (the “Insurance
Advisory Services”). Total fees of approximately HK$5,000 were charged by HCNH for the
Insurance Advisory Services in the financial year ended 30 June, 2002 and the Group expects that
the total fees payable for the Insurance Advisory Services after completion of the Offering in a
financial year will not exceed HK$1,000,000. The Directors (including independent non-executive
Directors) and the Sponsor consider that the provision of the Insurance Advisory Services at present
is, and after completion of the Offering will be, on normal commercial terms, in the ordinary and
usual course of business of the Group and is fair and reasonable to the shareholders of the
Company.

As HCNH is indirectly owned as to 25% by Hopewell, HCNH is an associate of Hopewell
and thus a connected person of the Company. Mr. Eddie Ping Chang Ho together with his associate
beneficially owns 100% of the issued share capital of Hong Kong Insurance Agency Limited which
in turn owns 50% of the issued share capital of HCNH. Therefore, the transactions between HCNH
and the Group will constitute connected transactions under the Listing Rules.

3. Sharing of administrative services with the Hopewell Group

Certain subsidiaries of Hopewell are currently providing certain office administrative services
to the Group including, for example, shared use of computer systems, personnel services, company
secretarial services, interior architecture services, electrical and mechanical services, office
administration services and office supplies and computer accessories procurement services
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(collectively, the “Services”). The current basis for charging for the Services is that out of pocket
costs are charged based on actual usage, but overhead of the department providing the service is
not charged. In the financial year ended 30 June, 2002, the Group paid approximately HK$205,000
to the Hopewell Group for the Services provided. The Group estimates that the fees payable by the
Group in the year ended 30 June, 2003 shall not exceed HK$200,000. This arrangement is expected
to continue after completion of the Offering. After completion of the Offering the Group will pay
for the Services at cost based on actual usage or share the fees and costs incurred in the provision
of the Services with the Hopewell Group in proportion to its utilisation of staff time and/or other
resources, as may be appropriate for the different types of Services. The Directors (including
independent non-executive Directors) and the Sponsor consider that the provision of the Services
after completion of the Offering will be on normal commercial terms, in the ordinary and usual
course of business of the Group and is fair and reasonable to the shareholders of the Company.

Under Rule 14.24(5) of the Listing Rules, a continuing connected transaction on normal
commercial terms where the annual total consideration or value is less than the higher of
HK$1,000,000 or 0.03% of the net tangible assets of a listed issuer will normally be exempted from
all the reporting, announcement and shareholders’ approval requirements contained in Rules 14.23
to 14.32 of the Listing Rules. Since the transactions under each of the lease arrangements as
mentioned in (1)(i), (1)(ii), the provision of the Insurance Advisory Services as mentioned in (2)
and the provision of Services mentioned in (3) above are of a continuing and recurring nature and
the annual total consideration under each of these transactions does not exceed the higher of
HK$1,000,000 or 0.03% of the net tangible assets of the Group after completion of the Offering,
these transactions are exempted continuing connected transactions under Rule 14.24(5). Should the
amount of consideration payable by the Group in respect of any of these transactions exceed the
higher of HK$1,000,000 or 0.03% of the net tangible assets of the Group in any financial year,
transactions under the relevant arrangement will be subject to the applicable reporting,
announcement and shareholders’ approval requirements contained in Rules 14.23 to 14.32 of the
Listing Rules.
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SUBSTANTIAL SHAREHOLDERS

So far as the Directors are aware, immediately following the completion of the Offering, but taking
no account of any Shares which may be issued pursuant to the exercise of the Over-allotment Option or
upon the exercise of the subscription rights attaching to the Warrants, the following persons (not being
Directors or the chief executive officer of the Company) will have a discloseable interest in 5% or more
of the Shares for the purpose of Part XV of the SFO:

Name Number of Shares Percentage
Anber Investments LImited .......coooovviiiiiiiiiiiiiiie e 2,160,000,000 75%
Delta Roads Limited™ ..oooe oot 2,160,000,000 75%
Dover Hills Investments Limited® ............cocoooooveevioeeeeeeeeeeeeen. 2,160,000,000 75%
Supreme Choice Investments Limited™ .............cccccovevrieirrecirnnnns 2,160,000,000 75%
HOPEWEII™ ... 2,160,000,000 75%
Notes:

(D This represents the same block of Shares shown against the name of Anber Investments Limited above. Since Anber
Investments Limited is wholly-owned by Delta Roads Limited, Delta Roads Limited will be deemed to be interested in the
same number of Shares to be held by Anber Investments Limited under Part XV of the SFO.

2) As Delta Roads Limited is wholly-owned by Dover Hills Investments Limited, Dover Hills Investments Limited will be
deemed to be interested in the same number of Shares which Delta Roads Limited will be deemed to be interested under
Part XV of the SFO.

3) As Dover Hills Investments Limited is wholly-owned by Supreme Choice Investments Limited, Supreme Choice Investments
Limited will be deemed to be interested in the same number of Shares which Dover Hills Investments Limited will be
deemed to be interested under Part XV of the SFO.

4) As Supreme Choice Investments Limited is wholly-owned by Hopewell, Hopewell will be deemed to be interested in the
same number of Shares which Supreme Choice Investments Limited will be deemed to be interested under Part XV of the
SFO.

Save as disclosed herein but taking no account of any Shares which may be issued pursuant to the
exercise of the Over-allotment Option or the options granted or to be granted under the Share Option
Scheme or upon the exercise of the subscription rights attaching to the Warrants, the Directors are not
aware of any person who will immediately following completion of the Offering be directly or indirectly
interested in 5% or more of the nominal value of any class of share capital carrying the right to vote in
all circumstances at general meetings of any member of the Group.

BOC OPTION

In 2000, Hopewell granted to the then Bank of China, Hong Kong Branch (now succeeded by Bank
of China (Hong Kong) Limited, “BOC”) an option (the “BOC Option”) to purchase from Hopewell up to
5% of the issued share capital of the Company as at the Listing Date. Based on the 2,880,000,000 Shares
expected to be in issue as at the Listing Date, the BOC Option will cover a total of 144,000,000 Shares
held by Hopewell (or its subsidiaries). The BOC Option is exercisable at any time (and on any one or
more occasions) during the period commencing on the Listing Date and ending on the date falling 36
months after such date (both dates inclusive), provided that the number of Shares to be acquired pursuant
to each exercise of the BOC Option must carry an aggregate value of at least HK$10,000,000. The
option exercise price is defined as “the IPO price for each Share”. For these purposes, the listing of the
Shares on the Stock Exchange by means of the Offering will be the “IPO”. The option agreement
between Hopewell and BOC contains provisions for adjustment of the option exercise price in certain
circumstances including, but not limited to, changes in the capital structure of the Company, capital
distributions by the Company, certain issuances of equity and convertible securities, certain grants of
rights and a general right to refer the option exercise price to an independent expert. It is not currently
foreseen that Hopewell will cease to become a controlling shareholder as a result of any exercise of the
BOC Option.
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It should be noted that Rule 10.07(1)(a) of the Listing Rules prohibits a controlling shareholder of
an issuer from disposing of any shares of the issuer held beneficially by it before the listing of the issuer
for a period of 6 months from the date on which dealings in the issuer’s shares commence on the Stock
Exchange. In the event that BOC exercises the BOC Option during such 6-month period, Hopewell will
make necessary arrangements to ensure compliance with that requirement (such as procuring willing
seller(s), or borrowing Shares, to sell Shares to BOC, or any other methods deemed appropriate).
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SHARE CAPITAL

HK$
Authorised share capital:
10,000,000,000 Shares of HK$0.10 each 1,000,000,000
Issued shares:
2,160,000,000 Shares in issue as at the date of this prospectus 216,000,000
Shares to be issued:
720,000,000 Shares to be issued pursuant to the Offering 72,000,000
Total:
2,880,000,000 Shares 288,000,000
Warrants to be issued:
87,533,990 Estimated number of Warrants to be issued by way of Assured Entitlement Rights

Notes:

1) Assumption

The above table assumes that the Offering becomes unconditional but does not take into account exercise of the Over-
allotment Option or any Shares which may be required to be issued on exercise of any of the Warrants. It also takes no account of
any Shares which may be issued pursuant to the exercise of options granted under the Share Option Scheme or the general mandate

referred to in Note 5 below or which may be repurchased by the Company under the mandate referred to in Note 6 below.

If the Over-allotment Option is exercised, the Company will have approximately 2,988,000,000 Shares in issue immediately
after completion of the Offering.

2) Ranking

The Shares to be issued will rank equally with all Shares currently in issue or to be issued, in particular, will rank in full for
all dividends or other distributions declared, made or paid on the Shares in respect of a record date which falls after the date of this
prospectus.

3) Share Option Scheme

The Company has conditionally adopted the Share Option Scheme, brief details of which are set out under the paragraph
“Share Option Scheme” in Appendix IX. Under the Share Option Scheme, staff and directors of the Group, among others, may be
granted options which entitle them to subscribe for Shares representing up to a maximum of 10% of the total number of Shares in

issue immediately following completion of the Offering.

4) Warrants

Each Warrant confers the right to subscribe an amount equivalent to the Offer Price for Shares at an initial subscription price

equivalent to the Offer Price (subject to adjustment).

(5 General mandate to issue Shares

The Directors have been granted a general unconditional mandate to allot, issue and deal with otherwise than by way of
rights, scrip dividend schemes or similar arrangements, Shares with a total nominal value of not more than 20% of the aggregate
nominal value of the share capital of the Company in issue and to be issued in the manner referred to in this prospectus (including
Shares which may be issued upon the exercise of the Over-allotment Option).

The Directors may, in addition to Shares which they are authorised to issue under the mandate, allot, issue and deal with
Shares under a rights issue, scrip dividend scheme or similar arrangement or Shares to be issued upon the exercise of options

granted under the Share Option Scheme.
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The mandate will remain in effect until:

@) the conclusion of the next annual general meeting of the Company;

(ii)  the expiration of the period within which the next annual general meeting of the Company is required by law or the

articles of association of the Company to be held; or

(iii)  varied or revoked by an ordinary resolution of the shareholders in general meeting,
whichever occurs first.

For further details of this general mandate, please refer to the paragraph headed “Written resolutions of the sole Shareholder
passed on 16 July, 2003 in Appendix IX.

(6) General mandate to repurchase Shares and warrants

The Directors have also been given a general unconditional mandate to exercise all powers of the Company to repurchase
Shares and warrants which carry rights to subscribe for Shares with a total nominal value not exceeding 10% of (a) in the case of
Shares, the aggregate total nominal value of the share capital of the Company in issue immediately following the completion of the
Offering (including Shares which may be issued upon the exercise of the Over-allotment Option); and (b) in the case of warrants,

the warrants in issue immediately following completion of the Offering.

This mandate only relates to repurchases made on the Stock Exchange, or on any other stock exchange on which the Shares
and warrants are listed (and which is reorganised by the SFC and the Stock Exchange for this purpose), and which are in
accordance with all applicable laws and the requirements of the Listing Rules. A summary of the relevant Listing Rules is set out in

the sub-paragraph headed “Repurchase by the Company of its own securities” in Appendix IX.
This mandate will remain in effect until:
@) the conclusion of the next annual general meeting of the Company;

(ii)  the expiration of the period within which the next annual general meeting of the Company is required by law or the

articles of association of the Company to be held; or

(iii)  varied or revoked by an ordinary resolution of the shareholders in general meeting,

whichever occurs first.
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SELECTED FINANCIAL AND OPERATING INFORMATION

Prospective investors should read the selected combined financial and operating information set out
below in conjunction with the Accountants’ Report contained in Appendix I. The fiscal year of the
Company ends on 30 June while the fiscal years of the JV Enterprises end on 31 December. In preparing
the combined financial information for the Group, monthly financial data for each of the JV Enterprises
were aggregated to reflect a fiscal year ended 30 June. Financial data not originally stated in IFRS were
converted to IFRS and further adjustments were made for proportionate consolidation under IFRS. The
basis of preparation is set out in Note 1 to Section A (Financial Information) of the Accountants’ Report
in Appendix I.

The following tables present selected combined income statement data, combined balance sheet data
and combined cash flow data from the audited combined financial information with respect to the Group
for each of the three years ended and as of 30 June, 2000, 2001 and 2002 and the ten months ended and
as of 30 April, 2003 as set out in the Accountants’ Report; and the unaudited combined financial
information with respect to the Group for the ten months ended 30 April, 2002. Such unaudited
combined financial information based on unaudited management accounts of the Group is presented for
comparison purpose only.

Income Statement Data

Ten months ended

Year ended 30 June, 30 April,
2000 2001 2002 2002 2003
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
(unaudited)
Turnover™ ..o, 769,607 859,793 918,450 765,653 861,183
Toll operating €Xpenses ...........ccceceeerrvuevneee. (76,112) (85,128) (77,549) (64,624) (77,004)
Other operating iNnCOME ........cccceervuvrveeeenn. 267,441 323,822 151,639 126,391 53,529
Other operating eXpenses ........ccc.oceeveeeeeee. (144,755) (165,993) (211,127) (175,939) (210,035)
Profit from operations ............cccccceeeuvvunnnnns 816,181 932,494 781,413 651,481 627,673
Finance Costs .....ccooeevveviiiiiiiis (267,683) (303,643) (220,635) (183,862) (167,685)
Profit before tax ........ccccceeeveveiinnrnnnnnnnnnnnns 548,498 628,851 560,778 467,619 459,988
Income tax eXpense ..........cccceeveevreevreeernnnns (24,700) (25,798) (19,298) (16,082) (16,420)
Profit after tax ........ccoeeeeeeiiiiiiiiiies 523,798 603,053 541,480 451,537 443,568
Minority interest .......ccccoevvvvveeeeeernniveneeeen. (4,849) (2,431) 9,051) (7,543) (9,869)
Profit for the year/period ..........cccccvvvennnee 518,949 600,622 532,429 443,994 433,699
Dividends .....coooeeiiiiiieees — — 2,200,000 2,200,000 —
Earnings per shares — basic™®................ HK$0.24 HK$0.28  HK$0.25 HKS$0.21  HKS$0.20

Notes:
(D Turnover represents toll receipts, net of business tax.
2) Calculation of the basic earnings per share for each of the periods is based on the profit for the respective period and on

2,160,000,000 ordinary shares deemed outstanding during each period.
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Balance Sheet Data

ASSETS
Non-current assets
Toll road projects under development

and loans to jointly controlled entities ...
Other non-current assets..........ccoceeevveeneee.

Total non-current assetS...........cceeevuneeenn.

Current assets

Other current assetS........ccoveeeeevvvneeervvnnnns
Bank balances and cash ..............cccceee.

Total current assets..........cccceevvunieennnnn.
TOTAL ASSETS ...

EQUITY AND LIABILITIES
Capital and reserves

Share capital.......ccccceveivviiiiiiiieiiiiiceee,
ReServes ....cooooviiieiiiiieeeieeeee e

Total capital and reserves.........ccccceo.....

Minority interests .............cc.cccccovviieeennnnn.

Non-current liabilities
Long-term borrowings,

NON-CUITENt POTTION ..
Deferred tax liabilities...........cccoeeeevvvnnnnnnne.
Other non-current liabilities ......................

Total non-current liabilities ...................

Current liabilities

Loans payable, current portion..................
Other current liabilities .......cccccovvuurieeeennn.

Total current liabilities.............c.....ouun....
TOTAL EQUITY AND LIABILITIES ....

As at 30 June,

As at 30 April,

2000 2001 2002 2002 2003

HK$°000 HK$’000 HK$°000 HK$’000 HK$’000

(unaudited)

5,320,871 4,712,508 1,639,721 1,767,851 1,161,353
11,239,254 11,232,861 11,033,008 11,101,853 10,899,166
16,560,125 15,945,369 12,672,729 12,869,704 12,060,519

579,325 44,877 162,097 253,558 126,930
259,232 512,749 97,819 180,885 291,063
838,557 557,626 259,916 434,443 417,993
17,398,682 16,502,995 12,932,645 13,304,147 12,478,512
312 312 312 312 312
1,888,301 2,489,536 820,788 733,465 1,246,600
1,888,613 2,489,848 821,100 733,777 1,246,912
7,250 9,681 18,732 17,224 28,601
13,319,108 12,934,315 11,628,851 11,984,985 10,556,280
47,500 73,000 91,900 89,082 108,070
22,235 38,991 18,163 17,971 —
13,388,843 13,046,306 11,738,914 12,092,038 10,664,350
1,881,133 787,263 253,857 340,365 376,197
232,843 169,897 100,042 120,743 162,452

2,113,976 957,160 353,899 461,108 538,649
17,398,682 16,502,995 12,932,645 13,304,147 12,478,512
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Cash Flow Data

Ten months ended

Year ended 30 June, 30 April,
2000 2001 2002 2002 2003
HK$°000  HK$000  HK$000  HK$°000 HK$°000
(unaudited)

Cash flows from operating activities
Cash generated from operations................. 590,031 676,791 702,462 550,706 843,973
Interest received ...oooovvvvivniiiiieiiieiiieiieean, 6,907 14,395 5,467 4,100 4,212
Income taxes paid........cccccevvviiiiiieeinnnnnnnne. — (298) (398) — (250)

Net cash from operating activities....... 596,938 690,888 707,531 554,806 847,935

Cash flows from investing activities
Investment in toll road projects and

addition of loans to jointly controlled

ENLILIES tuvvviiiiiiie i (337,650) (22,495) (1,179) — —
Repayment of toll road project under

development and loans to jointly

controlled entities ..........coeeevvvvvreeeeernnnnns 485,912 1,436,665 3,171,253 3,123,107 491,842
Purchases of property and equipment, net
of proceeds on disposal .........cccc.ceeunneee. (493,801) (95,963) 7,380 (3,080) (60,157)
Net cash (used in)/from investing
activities ..........ooooeeiieieiii (345,539) 1,318,207 3,177,454 3,120,027 431,685

Cash flows from financing activities

Interest paid........ccccvveveeeeeiiciiiieeee e (148,431) (205,292) (293,876) (241,595) (137,065)
Increase in loans payable ..........cccccuvvvuvnnnns 1,448,888 1,454,803 3,296,710 3,296,710 —
Repayment of loans payable ...................... (1,343,480) (3,003,235) (7,307,472) (7,061,746) (950,476)

Net cash used in financing activities ... (43,023) (1,753,724) (4,304,638) (4,006,631) (1,087,541)

Net increase/(decrease) in cash and cash

equivalents...................cccoiiii 208,376 255,371 (419,653) (331,798) 192,079
Cash and cash equivalents at the

beginning of the year/period................ 75,976 259,232 512,749 512,749 97,819
Effect of foreign exchange adjustments..... (25,120) (1,854) 4,723 (66) 1,165

Cash and cash equivalents at the end of
the year/period..............c.occcceeeniinnnn 259,232 512,749 97,819 180,885 291,063

According to paragraphs 27 and 31 of the Third Schedule of the Companies Ordinance and
rule 4.04 of the Listing Rules, the Company is required to include its financial results for each of
the three financial years immediately preceding the issue of this prospectus. The SFC and the Stock
Exchange have granted waivers in relation to these two requirements, respectively. Instead, results
for the three years ended 30 June, 2002 and the ten months ended 30 April, 2003 have been
included in the Accountants’ Report in Appendix I. The Directors confirm that sufficient due
diligence has been conducted to ensure that there has been no material adverse change in the
financial or trading position of the Group since 30 April, 2003 and up to the date of this prospectus
and that there has been no event since 30 April, 2003 which would materially affect the information
shown in the Accountants’ Report.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Prospective investors should read the following discussion and analysis of the financial condition
and results of operations in conjunction with the Accountants’ Report in Appendix I. The Accountants’
Report has been prepared in accordance with IFRS which differs in certain material respects from HK
GAAP and US GAAP. See “Summary of Principal Differences between IFRS, HK GAAP and US GAAP”
in Appendix II. The Accountants’ Report and the discussion and analysis below assume that the
Company’s current structure had been in existence throughout the relevant periods. The fiscal year of the
Company ends on 30 June while the fiscal years of the JV Enterprises end on 31 December. In preparing
the combined financial information for the Group, monthly financial data for each of the JV Enterprises
were aggregated to reflect a fiscal year ended 30 June. Financial data not originally stated in IFRS were
converted to IFRS and further adjustments were made for proportionate consolidation under IFRS. For
further information, see Notes 1 and 2 to Section A (Financial Information) in the Accountants’ Report in
Appendix I.

Basis of Presentation

The combined income statements, combined statements of changes in equity and combined cash
flow statements of the companies now comprising the Group have been prepared as if the current group
structure had been in existence throughout the Track Record Period, or since their respective date of
incorporation or establishment, where this is a shorter period. The combined balance sheets of the Group
as at 30 June, 2000, 2001 and 2002 and 30 April, 2002 and 2003 have been prepared to present the
assets and liabilities of the companies now comprising the Group as at such respective dates, as if the
current group structure had been in existence as at those dates.

As indicated in this prospectus, the Company prepares its accounts according to IFRS and the
Group’s interests in the JV Enterprises are accounted for on a proportionate consolidation basis in
accordance with IFRS. Hopewell, as a company incorporated in Hong Kong, prepares its consolidated
accounts according to HK GAAP and according to the Companies Ordinance. The Companies Ordinance
does not permit the proportionate consolidation basis of accounting for the JV Enterprises because the JV
Enterprises are not, and have never been, subsidiaries of Hopewell for the purposes of the Companies
Ordinance.

Overview of Operations

Pre-operation Projects

Projects are divided into two phases, the construction (or “pre-operation”) phase and the operational
phase following the completion of construction. In the pre-operation phase of a project, interest expense
attributable to the project and incurred by the Group and the JV Enterprises is capitalized. Upon
commencement of a project’s operations, the Group and the JV Enterprises treat interest income as
earned and interest expense as incurred.

The Group and the Phase 1 West PRC Partner are currently in the process of establishing the Phase
1 West JV to develop the Phase 1 West Project which is in the pre-operation phase. The Phase 1 West JV
Contract will provide for the Group to share 50% of the Phase 1 West JV’s net operating income.
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Operational Projects

The Group holds interests in two operating projects through two JV Enterprises: the GS
Superhighway JV and the Ring Road JV. A substantial portion of the Group’s combined income is
derived from its share of results of these JV Enterprises. The JV Enterprises are not considered
subsidiaries of the Company and the Company’s interests in the JV Enterprises are accounted for on a
proportionate consolidation basis in accordance with IFRS.

The respective contributions to the Group’s combined results during the Track Record Period was:

Ten months ended

Year ended 30 June, 30 April,
2000 2001 2002 2003

HK$’000 HK$’000 HK$’000 HK$’000

Turnover
- GS Superhighway ......cocccoiiiiiiiniin. 721,755 789,668 846,933 789,569
- Guangzhou E-S-W Ring Road ................... 47.852 70,125 71,517 71,614
769,607 859,793 918,450 861,183

Net profit
- GS Superhighway ......cooociiiiiiiiiniiieenen, 161,473 211,522 442,767 466,672
- Guangzhou E-S-W Ring Road ................... 12,032 29,022 24,429 34,609
173,505 240,544 467,196 501,281

The Group’s proportionate share of the income and expenses of each of these JV Enterprises (based
on contractually determined ratios) are included in the combined income statement on a line-by-line
basis. Pursuant to schedules established by the relevant JV Contracts, the Group’s proportionate share of
profits of the GS Superhighway JV steps down from 50% to 48% on 1 July, 2007 and to 45% on 1 July,
2017. The Group’s share of net cash flow of the Ring Road JV reduces from 45% to 37.5% on 1 January,
2012 and to 32.5% on 1 January, 2022.

Distributions of profit are subject to approval by the board of directors of the respective JV
Enterprises. Covenants pursuant to bank loans of GS Superhighway JV require it to maintain RMB50.0
million in its bank account and to obtain prior approval from the bank’s agent before making any
distributions. Subject to these conditions, the GS Superhighway JV is permitted to distribute 80% of its
remaining cash balance as dividends twice a year. There are no restrictions on distribution of net
operating surplus under the bank loan agreement of the Ring Road JV provided it meets its immediate
debt service obligations. Subject to the repayment of outstanding bank loans of the GS Superhighway JV,
the Group will be entitled to the repayment of its registered capital. In the case of the Ring Road JV,
subject to the repayment of its shareholder loans, the Group is also entitled to the repayment of its
portion of the registered capital of the Ring Road JV.

Results of Operations of the JV Enterprises

Results of operations of the JV Enterprises are affected by:

. traffic volume and therefore other factors which may influence traffic;
. types of vehicle;

. length of expressway travelled;

. level of toll rates;

. operating expenses;

. capital expenditures;
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. general and administrative expenses;

. taxation;

. financing costs; and

. depreciation and amortisation of assets including goodwill.

Since the substantial majority of the JV Enterprises’ revenues is derived from toll receipts, the
revenues of the JV Enterprises are closely related to traffic flow, types of vehicle, level of toll rates and
the distance vehicles travel. Other operating income includes rental income, billboard advertising income,
income from auxiliary services, other interest income and exchange rate gains or losses on their loans
denominated in U.S. dollars or Hong Kong dollars.

Operating expenses include routine maintenance and improvement of the roads, and depreciation
expenses associated with assets other than the roads. General and administrative expenses consist
primarily of personnel, management and administration expenses.

Project costs, including additional investments and cost over-runs, if any, are depreciated over the
concession period of the Project - typically 30 years. In the past, the concession period for each Project
commenced upon the beginning of operations of such Project; however, the current practice is for the
concession period for pre-operation and future projects to commence upon the issuance of the business
licence for such project.

Finance costs include interest on certain shareholder loans, registered capital, bank financings and
other loans.

Minority Interest

A minority party holds 2.5% of Kingnice Limited, which is the parent of HHI GS Superhighway
Co. The minority party is entitled to the equivalent of 1%, to be reduced to 0.75% after the tenth year of
the concession period, of the total dividends distributed by the GS Superhighway JV less the general and
administrative expenses of the HHI GS Superhighway Co and Kingnice Limited.

Foreign Currency Effects

All of the revenues of the JV Enterprises are collected in RMB. Any devaluation of the RMB
would adversely affect the value of the JV Enterprises’ revenues and earnings in foreign currency terms.
Devaluation of the RMB relative to the U.S. dollar and/or Hong Kong dollar could increase the portion
of the cash flow of the JV Enterprises and the Group respectively which is required to satisfy obligations
denominated in those currencies.

Taxation

The effective tax rates of the Group for each of the three years ended 30 June, 2000, 2001 and
2002 and for the ten months ended 30 April, 2003 were 4.5%, 4.1%, 3.4% and 3.6%, respectively. The
income tax expenses of the Group mainly represent its proportionate share of the deferred tax provision
for PRC income tax of the JV Enterprises. The statutory PRC income tax rate is 33%. Due to the fact
that the JV Enterprises are entitled to certain exemptions and reliefs, for PRC income tax, the effective
tax rate of the Group is much lower than the statutory tax rates.

All JV Enterprises are currently subject to a 5% business tax on total toll receipts and certain other
income. Foreign enterprise income tax rate applicable to the GS Superhighway JV and the Ring Road JV
is 15%. However, pursuant to an approval by the Guangdong Tax Bureau, the GS Superhighway JV is
exempt from such tax for the first five years beginning with its first profit-making year and will pay a
rate of 7.5% for the following five years, as computed under PRC accounting standards and tax
regulations. Thereafter, the foreign enterprise income tax rate applicable to the GS Superhighway JV
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reverts to 15%. It was exempt from the 5% business tax for five years beginning in July 1994 and the
Guangdong Provincial Government has approved the refund of such business tax paid by the GS
Superhighway JV up to December 1999. The GS Superhighway JV is also exempt from paying a local
income tax of 3% for ten years beginning with its first profit-making year.

Under the existing PRC tax laws and regulations, the Ring Road JV is entitled to enjoy, subject to
approval from the relevant governmental authority, a two year exemption from, to be followed by a three
year 50% reduction in the rate of, foreign enterprise income tax for income arising from the operation of
toll roads commencing from the first profit-making year, as computed under PRC accounting standards
and tax regulations. In addition, the Ring Road JV has obtained an approval from the Guangzhou
Municipal Government which grants a more preferential tax treatment in the form of a five year
exemption from, to be followed by a five year 50% reduction in the rate of, foreign enterprise income
tax, commencing from the first profit-making year. However, pursuant to current PRC tax laws and
regulations, the Ring Road JV is required to obtain an approval from the State Tax Bureau to be entitled
to the more preferential tax treatment granted by the Guangzhou Municipal Government. The Ring Road
JV intends to apply for such approval in due course. The Ring Road JV is also exempt from paying a
local income tax of 3% for ten years beginning with its first profit-making year. Notwithstanding the
above, according to tax regulations in Guangdong, the period of exemption and reduction from paying
local income tax will be equal to the final approved period of exemption granted to the Ring Road JV in
respect of paying foreign enterprise income tax. The Ring Road JV is required to pay business tax
(currently set at a rate of 5%) on its toll receipts. See “Taxation” in relation to each Project in “The
Road Projects”.

PRC Government Policies

The Company is aware of proposals by the Guangdong Provincial Government to unify toll rate
multipliers, as well as to implement changes to toll collection arrangements in Guangdong Province. If
these proposals are adopted, the Group’s revenue and earnings with respect to Phase 1 West and future
projects may be adversely affected. See “Risk Factors — Risks Relating to PRC Toll Road Sector”.

Critical Accounting Policies

The discussion and analysis of the Group’s financial condition and results of operations are based
on its audited combined financial statements prepared in accordance with IFRS. The Group’s reported
financial condition and results of operations are sensitive to accounting methods, assumptions and
estimates that underlie the preparation of the Group’s combined financial statements. The management
bases its assumptions and estimates on historical experience and on various other assumptions that it
believes to be reasonable and which form the basis for making judgements about matters that are not
apparent from other sources. The management evaluates its estimates on an on-going basis. Actual results
may differ from those estimates as facts, circumstances and conditions change.

The selection of critical accounting policies, the judgements and other uncertainties affecting
application of those policies and the sensitivity of reported results to changes in conditions and
assumptions are factors to be considered when reviewing the Group’s combined financial information.
The Group’s significant accounting policies are set forth in detail in Note 2 to the financial information
in the Accountants’ Report in Appendix I. The management believes the following critical accounting
policies, among others, involve the most significant judgements and estimates used in the preparation of
the Group’s combined financial information.

Accounting for Interests in Jointly Controlled Entities

A jointly controlled entity is a joint venture in which the Group, together with other venturers,
undertakes an economic activity which is subject to joint control and in which none of the venturers has
unilateral control over the economic activity. All major business and policy decisions are made with
mutual consent. The Group accounts for its interests in the jointly controlled entities using proportionate
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consolidation in accordance with IFRS. Accordingly, the Group includes its share of the jointly controlled
entities’ income and expenses, assets and liabilities, and cash flows in the relevant components of its
combined financial statements on a line-by-line basis. Balances and transactions between the Group and
its jointly controlled entities are eliminated to the extent of the Group’s attributable share of the
corresponding balances and transactions accounted for by the jointly controlled entities. The remaining
portion of the balances and transactions, accounted for by the Group but not eliminated on proportionate
consolidation, will be reflected appropriately in the combined financial statements. To the extent that the
cost of investment of the Group in the jointly controlled entities exceeds the Group’s attributable share of
the value of the identifiable assets and liabilities, it is carried as additional investment cost in jointly
controlled entities.

Impairment

The carrying value of the Group’s assets, including property and equipment as well as additional
investment cost in jointly controlled entities, are reviewed at each balance sheet date to determine
whether there is any indication that those assets have suffered an impairment loss. The Group considers
both the external and internal factors which may affect the business, technological or legal environment
in which the Group and its jointly controlled entities operate and the economic performance of assets.
Any events and changes in circumstances that indicate the recorded carrying amounts may not be
recoverable signal impairment of such assets. If, in the judgement of the Directors, any such indication
exists, the recoverable amounts of the assets are estimated and the impairment losses, which represent the
difference between the carrying amounts of the assets and their recoverable amounts, are recognised as
an expense immediately.

The recoverable amount is the greater of the net selling price and the value in use. In determining
the value in use, expected future cash flows generated by the assets are discounted to their present value,
which requires significant judgment in terms of projection of cash flows for future periods, the
assumption on the pre-tax discount rate that reflect current market assessments of the time value of
money and the risks specific to the asset. Where an impairment loss is subsequently reversed, the
carrying amount of the asset is increased to the revised estimate of its recoverable amount not to exceed
the carrying amount that would have been determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is recognised as income immediately. For the
accounting periods presented in the Accountants’ Report in Appendix I, no impairment losses were
recognised or reversed in the Group’s combined income statement.

Depreciation of Toll Roads

The book value of the expressways of the Group’s jointly controlled entities is depreciated based on
the ratio of their actual traffic volume compared to the total expected traffic volume of the toll-
expressways over the remaining operating period of the respective jointly controlled entities. The
management of the Group reviews the expected traffic volume of the toll roads at each balance sheet
date in order to determine the amount of depreciation expense to be recognised throughout the remaining
operating period. The accounting policy of the Group for depreciation of toll roads is by reference to
traffic projection reports prepared by independent traffic consultants which will be conducted on a
regular basis going forward. Traffic volume is affected by availability, quality, proximity and toll rate
differentials of alternative roads, as well as connection with other feeder roads and overall economic
growth of the relevant regions. Any material deviation in the above factors from the management’s or the
independent traffic consultants’ assumptions could affect the depreciation. The depreciation expense for
future periods is adjusted if there are significant changes from previous estimates.
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Amortisation of additional investment cost in jointly controlled entities

The Group has incurred additional development expenditure for the construction and development
of the toll-expressways operated by the jointly controlled entities which were not accounted for by those
entities. On proportionate consolidation, a portion of such costs, calculated based on the Group’s interest
in the relevant jointly controlled entities, is included in costs of toll-expressways. The remainder of such
costs are carried as additional investment cost in jointly controlled entities and are amortised on the same
basis as that adopted by the relevant jointly controlled entities in depreciating their toll-expressways.

Deferred Taxation

The Group recognises deferred tax assets and liabilities based on the differences between the
financial statement carrying amounts and the tax bases of assets and liabilities. The Group’s jointly
controlled entities have been granted exemptions and reductions for income tax in respect of certain
years starting from the first taxable profit making year. The first taxable profit making year is determined
after deducting available tax losses brought forward. Pursuant to the income tax law of the PRC, tax
losses can be carried forward to offset future taxable profit over five years. Deferred tax provisions in
respect of the temporary difference between the depreciation allowance for tax computation and the
depreciation charge for financial accounting are calculated at the tax rates that are expected to be applied
to the period when the liability is settled. Deferred tax assets in respect of the available tax losses are
recognised to the extent that it is probable that future taxable profits will be available against which
deductible temporary differences can be utilised. The Group reviews the profit forecast of the jointly
controlled entities at each balance sheet date in order to assess the expected timing of crystallization or
realisation of the existing temporary differences. Any significant change between the actual performance
of the operation and the previous forecast will cause changes in the tax status of the jointly controlled
entities which in turn will affect the computation of deferred taxation.

Results of Operations for the Years Ended 30 June, 2000, 2001, 2002 and the Ten Months Ended
30 April, 2002 and 2003

Ten Months Ended 30 April, 2003 Compared to Ten Months Ended 30 April, 2002"

Toll receipts increased by HK$95.5 million, or 12.5% from HK$765.7 million in the ten months
ended 30 April, 2002 to HK$861.2 million in the ten months ended 30 April, 2003 mainly as a result of
increased traffic flow on the Group’s expressways. Increase in the toll receipts of the GS Superhighway
JV contributed HK$82.6 million or 86.5% and increase in the toll receipts of the Ring Road JV
contributed HK$12.9 million or 13.5% to the overall increase. Other operating income decreased by
57.7% from HK$126.4 million in the ten months ended 30 April, 2002 to HK$53.5 million in the ten
months ended 30 April, 2003. A large percentage of the Group’s other operating income in the ten
months ended 30 April, 2002 was derived from interest income from the Group’s loans to the GS
Superhighway JV and returns on registered capital of the GS Superhighway JV. Interest income from
shareholder loans to the GS Superhighway JV decreased significantly in the corresponding period in
2003 because the shareholder loan was fully repaid. Overall revenue increased 2.5% from HK$892.0
million to HK$914.7 million.

Operating expenses excluding depreciation and amortisation increased by 21.0% from HK$106.5
million in the ten months ended 30 April, 2002 to HK$128.9 million for the corresponding period in
2003 primarily due to an increase in ticket printing charges and repair and maintenance expenses mainly
as a result of increased traffic flow on the Group’s expressways. Depreciation and amortisation of

Note:
(N Combined financial information based on unaudited management accounts of the Group for the ten months ended 30 April,
2002 is presented for comparison purpose only.
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additional investment cost in the ten months ended 30 April, 2003 increased by 17.9% from HK$134.1
million to HK$158.1 million due to higher actual traffic volume on the Group’s expressways and the
revision of the traffic flow projection of the Group’s expressways over the remaining joint venture
period. General and administrative expenses increased by 23.9% from HK$41.9 million to HK$51.9
million during this period primarily as a result of increased legal and professional fees.

Finance costs in the ten months ended 30 April, 2003 decreased 8.8% from HK$183.9 million to
HK$167.7 million due to the reduction of interest rate from refinancing of the shareholder loan to the GS
Superhighway JV. The Group’s proportionate share of net profit from the JV Enterprises increased by
HK$158.4 million, or 46.2% from HK$342.9 million in the ten months ended 30 April, 2002 to
HK$501.3 million in the ten months ended 30 April, 2003 due to increase in toll receipts. Increase in the
net profits of the GS Superhighway JV and the Ring Road JV contributed HK$139.9 million and
HKS$18.5 million, respectively. The Group’s effective tax rate increased from 3.4% to 3.6% in the ten
months ended 30 April, 2003. Income tax expenses increased by 1.9% from HK$16.1 million in the ten
months ended 30 April, 2002 to HK$16.4 million in the ten months ended 30 April, 2003. Profit after
minority interest decreased 2.3% from HK$444.0 million for the ten months ended 30 April, 2002 to
HK$433.7 million for the ten months ended 30 April, 2003. Net profit margin decreased from 58.0% to
50.4% despite the increase in toll receipts in the ten months ended 30 April, 2003 mainly due to the
decrease in other operating income and the increase in operating expenses.

Year Ended 30 June, 2002 Compared to Year Ended 30 June, 2001

Toll receipts increased by HK$58.7 million, or 6.8% from HK$859.8 million in fiscal year 2001 to
HK$918.5 million in fiscal year 2002 mainly as a result of greater traffic flow on the GS Superhighway.
The increase in toll receipts of the GS Superhighway JV contributed HK$57.3 million, or 97.6% and the
increase in toll receipts of the Ring Road JV contributed HK$1.4 million or 2.4% to the overall increase.
However, other operating income fell, largely due to reduction of interest income following the GS
Superhighway JV’s full repayment of its shareholder loan from the Group. As a result, overall revenue
decreased by 9.6% from HK$1,183.6 million in fiscal year 2001 to HK$1,070.1 million in fiscal year
2002.

In fiscal year 2002, operating expenses excluding depreciation and amortisation decreased slightly
by 3.5% from HK$132.4 million in fiscal year 2001 to HK$127.8 million due to a decrease in repair and
maintenance cost. Depreciation and amortisation of additional investment cost increased by 35.6% from
HK$118.7 million to HK$160.9 million due to higher actual traffic volume on the Group’s expressways
and the revision of the traffic flow projection of the Group’s expressways over the remaining joint
venture period. General and administrative expenses increased by 6.1% from HK$47.3 million to
HK$50.2 million during the same period due to increased legal and professional fees relating to tax
advice on application for exemption from withholding tax on interest paid to the Group and the
completion bonus paid to the contractor of the Ring Road JV.

Refinancing of certain of the JV Enterprises’ loans resulted in lower interest expenses and finance
costs decreased 27.3% from HK$303.6 million to HK$220.6 million. The Group’s proportionate share of
net profit from the JV Enterprises increased by HK$226.7 million, or 94.3% from HK$240.5 million in
fiscal year 2001 to HK$467.2 million in fiscal year 2002 mainly due to an increase in traffic flow on the
Group’s expressways and the refinancing of GS Superhighway JV’s shareholder loan which reduced
financing costs. The net profit of the GS Superhighway JV increased by HK$231.2 million while the net
profit of the Ring Road JV decreased by HK$4.5 million. The Group’s effective tax rate decreased from
4.1% to 3.4% in fiscal year 2002. Income tax expenses decreased by 25.2% from HK$25.8 million to
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HK$19.3 million mainly because the Ring Road JV incurred greater tax losses. Overall profit after
taxation decreased by 10.2% from HK$603.1 million to HK$541.5 million. After taking into account
minority interest, the Group’s profit decreased 11.4% from HK$600.6 million for fiscal year 2001 to
HK$532.4 million in fiscal year 2002. Net profit margin decreased from 69.9% to 58.0% in fiscal year
2002 mainly as a result of the decrease in other operating income and the increase in other operating
expenses.

Year Ended 30 June, 2001 Compared to Year Ended 30 June, 2000

Toll receipts increased by HK$90.2 million, or 11.7% from HK$769.6 million to HK$859.8 million
principally because operation of the entire Guangzhou E-S-W Ring Road commenced in June 2000. The
increase in the toll receipts of the GS Superhighway IV contributed HK$67.9 million, or 75.3% and the
increase in the toll receipts for the Ring Road JV contributed HK$22.3 million, or 24.7% to the overall
increase in fiscal year 2001. Other operating income increased 21.1% from HK$267.4 million in fiscal
year 2000 to HK$323.8 million in fiscal year 2001 primarily due to higher interest income from the
Group’s loans to the GS Superhighway JV. Interest income accrued and compounded during fiscal years
2000 and 2001 on these loans because payment of interest was restricted until the full repayment of the
Original Syndicated Facility (see “The Road Projects — The Guangzhou-Shenzhen Superhighway —
Financing”), which occurred in fiscal year 2001. Overall revenues increased by 14.1% from HK$1,037.0
million to HK$1,183.6 million.

Operating expenses excluding depreciation and amortisation increased 16.3% from HK$113.8
million to HK$132.4 million primarily due to repairs and maintenance of the roads, increased staff costs
and increased ticket printing charges as a result of the increase in traffic flow on the GS Superhighway
and the Guangzhou E-S-W Ring Road becoming fully operational. In fiscal year 2001, depreciation and
amortisation of additional investment cost rose by approximately 10.9% from HK$107.0 million to
HK$118.7 million due to higher actual traffic volume on the Group’s expressways and the revision of the
traffic flow projection of the Groups expressways over the remaining joint venture period. General and
administrative expenses increased by 25.5% from HK$37.7 million to HK$47.3 million mainly due to the
payment of management fee to the Group and the GS Superhighway PRC Partner.

Aggregate finance costs for the Group increased 13.4% as significant decrease in financing costs
for the GS Superhighway JV was offset by an increase in costs relating to the Ring Road JV’s new
project finance facilities. The Group’s proportionate share of the JV Enterprises’ net profit increased by
HK$67.0 million, or 38.6% from HK$173.5 million in fiscal year 2000 to HK$240.5 million in fiscal
year 2001 principally because of the increase in traffic flow on the GS Superhighway and the Guangzhou
E-S-W Ring Road becoming fully operational. Increase in the net profits of the GS Superhighway JV and
the Ring Road JV contributed HK$50.0 million and HK$17.0 million, respectively. The Group’s effective
tax rate decreased from 4.5% in fiscal year 2000 to 4.1% in fiscal year 2001. Income tax expenses
increased from HK$24.7 million to HK$25.8 million. Overall profit after taxation increased 15.1% from
HK$523.8 million to HK$603.1 million. Profit after minority interest increased by 15.7% from HK$518.9
million in fiscal year 2000 to HK$600.6 million in fiscal year 2001. Net profit margin increased from
67.4% to 69.9% in fiscal year 2001 because increase in toll receipts and other operating income offset
higher operating expenses and finance costs.
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Liquidity and Capital Resources

The Group and the JV Enterprises finance their working capital requirements primarily through
funds generated from operations, shareholder loans and bank financing. The Group had combined cash
and cash equivalents of HK$259.2 million, HK$512.7 million and HK$97.8 million as of 30 June, 2000,
2001 and 2002, respectively and HK$180.9 million and HK$291.1 million as of 30 April, 2002 and 2003
respectively. The following is a summary of the Group’s combined cash flow data for the periods

indicated:
Ten months ended
Year ended 30 June, 30 April,
2000 2001 2002 2002 2003
HK$’000 HK$°000 HK$’000 HK$°000 HK$’000
(unaudited)
Cash inflow/(outflow) from:
Operating activitieS........oovvuvrvereeeernnnunnnee 596,938 690,888 707,531 554,806 847,935
Investing activitieS........uuvveeveeereeeeeeeeeeeenns (345,539) 1,318,207 3,177,454 3,120,027 431,685
Financing activities........ccccceeeeuvvevereeennnns (43,023) (1,753,724) (4,304,638) (4,006,631) (1,087,541)
Net cash inflow/(outflow) in cash and
cash equivalents ...............cccceevveiininnnn.. 208,376 255,371 (419,653) (331,798) 192,079

Net cash inflow in fiscal year 2000 totaled HK$208.4 million. Net cash inflow from operating
activities totaled HK$596.9 million. The Group’s portion of purchases of property and equipment of
HK$493.8 million and additional shareholder loans to the Ring Road JV of approximately HK$158.6
million reflect construction costs for the Guangzhou E-S-W Ring Road which contributed to net cash
outflow of HK$345.5 million from investing activities in fiscal year 2000. Net cash outflow of HK$43.0
million from financing activities was mainly the result of repayment of part of the Original Syndicated
Facility on-lent to the GS Superhighway JV.

Net cash inflow increased by HK$47.0 million or 22.6% to HK$255.4 million between fiscal year
2000 and fiscal year 2001. In fiscal year 2001, net cash inflow was mainly affected by the refinancing of
the Original Syndicated Facility on-lent to the GS Superhighway JV. The GS Superhighway JV borrowed
new bank loans and used the proceeds, together with a portion of its cash generated from operations, to
repay the outstanding amount of HK$2,871.6 million of the Original Syndicated Facility. After
eliminating a certain portion of the repayments to reflect intercompany transactions, this refinancing
increased repayments of loans to jointly controlled entities to HK$1,436.7 million which contributed to
net cash inflow HK$1,318.2 million from investing activities. The refinancing also contributed to the net
cash outflow of HK$1,753.7 million from financing activities by increasing repayments of bank and other
loans to HK$2,998.6 million. This was partially offset by the HK$1,283.2 million in net new bank and
other loans (after eliminating a certain portion of the loans to reflect intercompany transactions).

Net cash outflow for fiscal year 2002 totaled HK$419.7 million. Net cash inflow from operating
activities totaled HK$707.5 million for the period. Both the GS Superhighway JV and the Ring Road IV
refinanced their shareholder loans in fiscal year 2002, significantly affecting cash flow from investing
and financing activities. The refinancings resulted in net repa