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DEFINITIONS

In this circular, unless the context requires otherwise, the following terms have the meanings

as set out below:

“Acquisition”

“Airport Shuttle”

“Announcement”

“associate(s)”

“BDASIA”

“Board”

“Business Day”

“BVI”
“Bye-laws”

“Cableport Group”

“Circular”

“Company”

the acquisition of the entire issued share capital in the
Target Company by the Company from the Vendors
pursuant to the S&P Agreement (as amended by the
Supplemental Deed)

Airport Shuttle Services Limited, a company incorporated
in Hong Kong and beneficially wholly-owned by the
Group

the announcement of the Company dated 12 February 2008
in respect of the Acquisition

has the meaning ascribed to it in the Listing Rules

Behre Dolbear Asia, Inc. (“BDASIA”), a subsidiary
of Behre Dolbear & Company, Inc., the independent
technical advisor to undertake an independent technical
review of the Damajianshan Mine

the board of Directors

any day (excluding Saturdays, Sundays, public holidays
and days on which a tropical cyclone warning No. 8 or
above or a “black rainstorm warning signal” is hoisted in
Hong Kong at any time between 9:00 a.m. and 5:00 p.m.)
on which licensed banks are open for general banking
business in Hong Kong

British Virgin Islands
the bye-laws of the Company

Cableport Holdings Limited (a company incorporated in
BVI with limited liability and a wholly-owned subsidiary
of the Company) and its subsidiary, which are engaged in
the management and operation of toll roads in the PRC

the circular of the Company dated 27 September 2007 in
relation to a very substantial acquisition

Wah Nam International Holdings Limited (I pd % & #
A FR 2> 7] *), a company incorporated in Bermuda with
limited liability, the Shares of which are listed on the Main
Board of the Stock Exchange

1 —



DEFINITIONS

“Completion”

“Completion Date”

bR

“Completion Long Stop Date

“Consideration Shares”

“Conversion Rights”

“Conversion Shares”

“Convertible Note(s)”

“Deposit”

“Directors”

“Eighth Vendor” or “
Gracious Fortune”

completion of the Acquisition in accordance with the
terms and conditions of the S&P Agreement and the
Supplemental Deed

the date of fulfillment of the conditions precedent set out
in the S&P Agreement and the Supplemental Deed or such
other date as the parties may agree in writing, on which
Completion shall take place in accordance with the terms
thereof

31 December 2008, or such other date as the parties may
agree in writing

315,666,000 new Shares to be issued and allotted by
the Company to the Vendors under the S&P Agreement
and the Supplemental Deed to satisfy part of the Total
Consideration

the right of Noteholder (and its assignees or transferees
pursuant to the conditions of the Convertible Notes) at
any time on any Business Day before the Maturity Date,
to convert the whole or part of the principal amount of the
Convertible Notes into shares in the issued share capital
of the Company

shares to be issued by the Company upon exercise of the
Conversion Rights

the convertible note(s) in the aggregate principal amount
of HKS$435,500,000 to be issued by the Company in
favour of some of the Vendors to satisfy part of the Total
Consideration pursuant to the S&P Agreement and the
Supplemental Deed with the benefit of and subject to the
terms and conditions of the convertible note

HK$60,000,000 payable to the First Vendor within two
months after the SGM as past payment of the Total
Consideration and deposit

the directors of the Company

Gracious Fortune Investment Limited, a company
incorporated in the BVI with limited liability and wholly
owned by an Independent Third Party. The principal
business activity of the Eighth Vendor is investment
holding
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“Enlarged Group”

“Fifth Vendor” or
“Top Respect”

“First Vendor” or
“Talent Zone”

“Fourth Vendor” or
“Wander Profits”

[TPRl)

g

“g/t’a

“Group”

“HKFRS”

“HK$”

“Hong Kong”

“Independent Third
Party (Parties)”

“Initial Conversion Price”

“Issue Price”
“kt”

“Last Trading Date”

the Group as enlarged by the Acquisition

Top Respect Holdings Limited, a company incorporated
in the BVI with limited liability and wholly owned by an
Independent Third Party. The principal business activity
of the Fifth Vendor is investment holding

Talent Zone Investment Limited, a company incorporated
in the BVI with limited liability, which is wholly owned
by an Independent Third Party. The principal business
activity of the First Vendor is investment holding
Wander Profits Investment Limited, a company incorporated
in the BVI with limited liability, which is wholly owned
by an Independent Third Party. The principal business
activity of the Fourth Vendor is investment holding
gram

gram per ton

the Company and its subsidiaries

Hong Kong Financial Reporting Standards

Hong Kong dollar(s), the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the
PRC

a third party independent of the Company and its connected
persons (as defined under the Listing Rules)

the initial conversion price of HK$0.30 per Conversion
Share

HKS$0.30 per Consideration Share
kiloton

29 January 2008, being the last trading day prior to the
entering into of the S&P Agreement
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“Latest Practicable Date”

“Listing Rules”

“Luchun Xingtai”

“Maturity Date”

“Mine”

“Mining Licence”

“Ninth Vendor” or
“Best Captain”

“Note Certificate(s)”

“Noteholder(s)”

“Parklane International
Holdings Limited”

“Parklane Limousine”

25 June 2008, being the latest practicable date prior to the
printing of this circular for the purpose of ascertaining
certain information contained in this circular

the Rules Governing the Listing of Securities on the Stock
Exchange

Luchun Xingtai Mining Co. Ltd.* (4% HF & R WHEARA
F])(formerly known as “flf| 5 i J1| H % & A BR = AT 7)),
a Sino-foreign equity joint venture company established
in the PRC

on the date falling 5 years after the date of issue of the
Convertible Note

a mine known as Damajianshan mine* (4k&FHZERBEAR
PR FIR SR ILERAAE) | having an estimated total land
area of approximately 3.6656 square kilometres, as more
particularly identified by the location coordinates as set
out in the Mining Licence

the mining licence dated 10 September 2007 obtained by
Luchun Xingtai in relation to the Mine

Best Captain International Limited, a company incorporated
in the BVI with limited liability, which is wholly owned
by an Independent Third Party. The principal business
activity of the Ninth Vendor is investment holding

the certificate(s) to be issued in respect of the Convertible
Notes

the holder(s) of the Convertible Note

Parklane International Holdings Limited, a limited liability
company incorporated in the BVI, which is wholly-owned
by Mr Leung Chi Yan, being the vendor of the assets
acquired by the Company as disclosed in the Circular

Parklane Limousine Service Limited, a company
incorporated in Hong Kong and beneficially wholly-
owned by the Group
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“Pledge”

“PRC”

“Proposed Share Issue”

“Purchaser”

“RMB”

“S&P Agreement”

“Second Vendor” or
“Sheer Distinction”

“Seventh Vendor” or
“Prideful Future”

“SFO”

the pledge of the exploitation rights in relation to the Mine,
the Mining Licence and assets, things and rights created
by two pledge agreements dated 14 December 2007 and
19 December 2007 respectively among Kunming Branch
of Shanghai Pudong Development Bank and Luchun
Xingtai

the People’s Republic of China

the proposed issue of not more than 300,000,000 new
Shares (representing approximately 33.91% of all the
issued Shares and 25.32% of the enlarged share capital of
the Company as at the Latest Practicable Date), by way of
private placement of new Shares which are proposed to
be listed on the Stock Exchange. Details of the Proposed
Share Issue are set out on page 30 to page 33 of this
circular

Golden Genie Limited, a company incorporated in the BVI
and a wholly-owned subsidiary of the Company

Renminbi yuan, the lawful currency of the PRC

the sales and purchase agreement dated 30 January 2008
entered into between the Company, the Purchaser and the
Vendors

Sheer Distinction Investments Limited, a company
incorporated in the BVI with limited liability, which
is wholly owned by an Independent Third Party. The
principal business activity of the Second Vendor is
investment holding

Prideful Future Investments Limited, a company
incorporated in the BVI with limited liability and wholly
owned by an Independent Third Party. The principal
business activity of the Seventh Vendor is investment
holding

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

“Share(s)”

“Member/Shareholder(s)”

“Sixth Vendor” or
“Villas Green”

“Specific Mandate”

“Stock Exchange”

“Supplemental Deed”

“t”
“Takeovers Code”

“Target Company” or
“Smart Year”

“Target Group”

a special general meeting of the Company for the
Sharcholders to consider and, if thought fit, approve (i)
the S&P Agreement and the Supplemental Deed and the
transactions contemplated thereunder; (ii) the allotment
and issue of the Consideration Shares; (iii) the allotment
and issue of Convertible Notes; (iv) the proposed increase
in authorised share capital and (v) the grant of the
Specific Mandate under the Proposed Share Issue, or any
adjournment thereof (as the case may be)

ordinary share(s) of HK$0.10 each in the share capital of
the Company

holder(s) of Shares

Villas Green Investments Limited, a company incorporated
in the BVI with limited liability and wholly owned by an
Independent Third Party. The principal business activity
of the Sixth Vendor is investment holding.

a specific mandate to be granted by the Shareholders at
the SGM to authorise the Board to allot and issue for not
more than 300,000,000 new Shares under the Proposed
Share Issue

The Stock Exchange of Hong Kong Limited

the agreement date 27 June 2008 entered into between the
Company, the Purchaser, the Vendors amending mainly the
terms of settlement of the Total Consideration

ton
the Code on Takeovers and Mergers

Smart Year Investment Limited, a company incorporated
in BVI with limited liability, which is owned as to 14.80%
by Talent Zone, as to 1.00% by Sheer Distinction, as to
19.00% Shimmer Expert , as to 4.00% by Wander Profits,
as to 11.50% by Top Respect, as to 11.50% by Villas
Green, as to 20.00% by Prideful Future, as to 9.00% by
Gracious Fortune and as to 9.20% Best Capital

Target Company and its subsidiaries
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“Third Vendor” or Shimmer Expert Investments Limited, a company
“Shimmer Expert” incorporated in the BVI with limited liability, which
is wholly owned by an Independent Third Party. The
principal business activity of the Third Vendor is

investment holding

“Total Consideration” the total consideration for the Acquisition, being
HK$650,000,000

“Vendors” collectively the First Vendor, the Second Vendor, the Third
Vendor, the Fourth Vendor, the Fifth Vendor, the Sixth
Vendor, the Seventh Vendor, the Eighth Vendor and the
Ninth Vendor

“Warranties” the representation, warranties, undertakings or indemnities
made or given by the Vendors to the Purchaser

“Yunnan Maosheng Yuan” Yunnan Maosheng Yuan Industry And Trade Co., Ltd.*
(EmE G TEAMR/AHA) |, a company incorporated
in the PRC with limited liability

“Yunnan Rui Juyang” Yunnan Rui Juyang Trading Co., Ltd.* (R85
BABR/AFE) , a company incorporated in the PRC with
limited liability and the minority shareholder of Luchun
Xingtai

“%” per cent

The English name/translations of the companies established in the PRC, relevant authorities
in the PRC and other Chinese terms used in this circular are only translations of their official
Chinese names. In case of inconsistency, the Chinese names prevail.

Translation of RMB into Hong Kong dollars are based on the exchange rates of HK$1.00
to RMB0.90 for information purpose only. Such translations should not be construed as a
representation that the relevant amounts have been, could have been, or could be converted at
that or any other rate or at all.

*  For identification purpose only
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WAH NAM INTERNATIONAL HOLDINGS LIMITED
FEHBEREREERAA"

(Incorporated in Bermuda with limited liability)
(Stock code: 159)

Directors:
Executive Directors: Registered Olffice:
Cheng Yung Pun (Chairman) Clarendon House
Chan Kam Kwan, Jason 2 Church Street
Hamilton HM 11
Independent Non-Executive Directors: Bermuda
Lau Kwok Kuen, Eddie
Uwe Henke Von Parpart Head office and
Wilton Timothy Carr Ingram principal place of business:

3906, Far East Finance Centre
16 Harcourt Road

Admiralty

Hong Kong

30 June 2008
To the Shareholders

Dear Sir or Madam,

VERY SUBSTANTIAL ACQUISITION
SPECIFIC MANDATE TO ISSUE NEW SHARES
INCREASE IN AUTHORISED SHARE CAPITAL

AND
NOTICE OF SPECIAL GENERAL MEETING

INTRODUCTION

On 30 January 2008, the Company, the Purchaser and the Vendors entered into the S&P
Agreement pursuant to which the Purchaser conditionally agreed to acquire and the Vendors
conditionally agreed to dispose of the entire issued share capital of the Target Company for the
Total Consideration, being HK$650,000,000. The Total Consideration will be satisfied (i) as to
HK$140,000,000 in cash; (ii) as to HK$103,500,000 by the issue of the Consideration Shares by
the Company at the Issue Price; and (iii) as to HK$406,500,000 by the issue of the convertible
notes. Save as the Acquisition, the Company has no previous transactions with the Vendors and
their ultimate beneficial owners which would require to be aggregated with the Acquisition
pursuant to Rule 14.22 of the Listing Rules.

*  For identification purpose only
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On 27 June 2008, the Board announced that the S&P Agreement was amended by the
Supplemental Deed under which the Total Consideration will remain unchanged, but will be
satisfied (i) as to HK$119,800,000 in cash; (i1) HK$94,700,000 by the issue of the Consideration
Shares by the Company at the Issue Price; and (iii) as to HK$435,500,000 by the issue of
the Convertible Notes. Certain conditions precedent have been added and supplemented. The
Completion Long Stop Date has been extended from 30 September 2008 to 31 December 2008.
It also announced that the Board would like to seek Shareholders’ approval in respect of the
grant of the Specific Mandate to allot and issue not more than 300,000,000 new Shares under
the Proposed Share Issue.

The Target Group is principally engaged in exploitation, processing and sale of copper, lead, zinc,
arsenic, silver and other mineral resources. The Target Company legally and beneficially owns
90% equity interest in Luchun Xingtai, which has been granted the exploitation rights relating
to a copper mine in Luchun County, Yunnan Province, the PRC.

The Acquisition constitutes a very substantial acquisition for the Company under the Listing
Rules and therefore is subject to approval by the Shareholders at the SGM under Rule 14.49
of the Listing Rules. To the best of the Directors’ knowledge, information and belief, having
made all reasonable enquiries, neither the Vendors nor any of their associates holds any Share
as at the Latest Practicable Date and no Sharcholder has a material interest in the Acquisition,
and therefore no Shareholder is required to abstain from voting on the resolution to approve the
Acquisition at the SGM.

The purpose of this circular is (i) to give Shareholders details of the Acquisition, the proposed
increase in authorised share capital of the Company and the Proposed Share Issue and (ii) to give
Shareholders a notice of SGM at which resolutions will be proposed to consider and, if thought
fit, approve, the S&P Agreement and the Supplemental Deed and the transactions contemplated
thereunder, the allotment and issue of the Consideration Shares, the allotment and issue of the
Convertible Notes, proposed increase in the authorised share capital and grant of the Specific
Mandate under the Proposed Share Issue at the SGM.

THE S&P AGREEMENT AND THE SUPPLEMENTAL DEED

Date and parties

Date: 30 January 2008 (as amended by the Supplemental Deed dated 27 June
2008)
Parties: The Company, the Purchaser (i.e., Golden Genie Limited, a wholly

owned subsidiary of the Company) and the Vendors.

To the best of the Directors’ knowledge, information and belief, having
made all reasonable enquiries, the Vendors and their respective ultimate
beneficial owners, are third parties independent of and not parties
acting in concert with the Company and its connected persons (as
defined under the Listing Rules) and, save as being shareholders of
the Target Company, the Vendors and their ultimate beneficial owners
are independent of each other.

9
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Subject Matter
Upon Completion, the Company will own the entire issued share capital of the Target Company
and the net assets and the results of the Target Group will be consolidated in the financial

statements of the Group.

Immediately before the Completion, the shareholding structure of the Target Group is set out

below:
First Second Third Forth Fifth Sixth Seventh Eighth Ninth
Vendor Vendor Vendor Vendor Vendor Vendor Vendor Vendor Vendor
14.80% ‘ 1.00% ‘ 19.00% 4.00% 11.50% 11.50% 20.00% 9.00% 9.20%

Smart Year Yunnan Maosheng Yuan Industry and Trade Co., Ltd*
(Target Company) (EF RS TRHAMRAR)
90% 10%

(. N

Luchun Xingtai (#%% £ 2= WA R A
(formerly known as Ge Jiu Shi Chuang Tin Mining Co., Ltd*)
(AR 77 )11 EE A A7 PR STAE 2 )
- J

|

4 R

Ge Jiu Shi Chuang Tin Mining Co., Ltd Luchun Da Ma Jian Mountain Copper Mine*
(IR FR A A PR ITAT 20 ) AR KIS R 1L R A i

o J

Upon Completion, the shareholding structure of the Target Group will be as set out below:

100%
Golden Genie
Limited
100%
Smart Year Yunnan Maosheng Yuan Industry and Trade Co., Ltd*
(Target Company) (Erg B TEHARATR)
90% 10%

[

Luchun Xingtai ($kEZRIKZEARAH)
(formerly known as Ge Jiu Shi Chuang Tin Mining Co., Ltd.)
(18 5T )1 T A A R A2 )

[

[Ge Jiu Shi Chuang Tin Mining Co., Ltd Luchun Da Ma Jian Mountain Copper Mineﬁ

(A48 17 )11 PR G A PR A A R AR AR RIS 2R L 4R i)

— 10 —



LETTER FROM THE BOARD

Consideration

Pursuant to the S&P Agreement and as amended by the Supplemental Deed, the Purchaser has
conditionally agreed to acquire and the Vendors have conditionally agreed to dispose of the entire
issued share capital of the Target Company at a consideration of HK$650,000,000, which will
be satisfied in the following manner:

Consideration

Number of

Conversion

Shares to be
issued upon Principal
Number of Amount conversion amount
No. of Target Consideration of the of the of the
Company's Sharestobe  Consideration Convertible Convertible
Vendor shares  Sharcholding  Consideration Cash issued Shares  Notes in full Notes
(%) (HKS 000) (HKS 000) (HKS000) (HKS000)
First Vendor 1480 1480 96,200 60,000 120,666,000 36,200 - -
Second Vendor 100 100 6,500 - 21,668,000 6,500 - -
Third Vendor 1,900 19.00 123,500 - 86,604,000 26,000 325,000,000 97,500
Fourth Vendor 400 400 26,000 - 86,668,000 26,000 - -
Fifth Vendor LI5S0 1150 T4750 - - - 249,168,000 T4750
Sixth Vendor LI5S0 1150 T4750 - - - 249,168,000 T4750
Seventh Vendor 2,000 2000 130,000 - - - 433,332,000 130,000
Eighth Vendor 900 9.00 58,500 - - - 195,000,000 58,500
Ninth Vendor 920 9.0 59,800 59,800 — — — —
Total: 10,000 100.00 650,000 119,800 315,666,000 94700 1,451,668,000 435,500

By two pledge agreements dated 14 December 2007 and 19 December 2007 respectively among
Kunming Branch of Shanghai Pudong Development Bank and Luchun Xingtai, Luchun Xingtai
had pledged, among other things, the exploitation rights relating to the Mine and the Mining
Licence to the bank to secure the repayment obligations of Yunnan Rui Juyang and Yunnan
Maosheng Yuan of bank borrowings in the aggregate amount of RMB60,000,000.

Pursuant to the S&P Agreement and as amended by the Supplemental Deed, the Purchaser shall
pay the First Vendor the sum of HK$60,000,000 within two months after the passing of the
resolution by Shareholders at the SGM approving the S&P Agreement and the Supplemental
Deed and the transactions contemplated thereunder (or such other date as the Company, the
Purchaser and the Vendors may agree in writing), as part payment of the Total Consideration
and deposit.

Provided that in the event that the Deposit is not paid by the Purchaser in accordance with the
S&P Agreement and the Supplemental Deed, the S&P Agreement and the Supplemental Deed
shall be null and void and of no further effect and no party shall have any further liability to any
other parties under or in connection with the S&P Agreement and the Supplemental Deed.
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Subject to fulfillment of the conditions precedent set forth in the paragraph headed “Conditions
precedent” below and on the Completion Date, the Purchaser shall settle the remaining balance
of the Total Consideration by way of delivering to the relevant Vendors (a) a cheque for the
remaining cash consideration of HK$59,800,000, (b) the Note Certificates for the Convertible
Notes, and (c) the definitive certificates for the Consideration Shares.

On or before payment of the Deposit, the Vendors shall deliver to the Purchaser share charges
in the form to the satisfaction of the Purchaser pursuant to which the Vendors shall pledge the
entire 100% equity interest in Smart Year and Smart Year shall pledge its 90% equity interest in
Luchun Xingtai to the Purchaser as security for the repayment of the Deposit.

In the event the Completion does not take place in accordance with the terms and conditions of
the S&P Agreement and the Supplemental Deed:

(a)  First Vendor shall forthwith refund the Deposit to the Purchaser or such other person(s)
as it may direct in writing without interest; and

(b) against the performance by First Vendor of its obligation to refund the Deposit, the
Purchaser shall as soon as reasonably practicable cause the release and discharge of the
share charges of the 100% equity interest in Smart Year and the 90% equity interest in
Luchun Xingtai.

Basis of consideration

The Total Consideration was determined after arm’s length negotiations between the Vendors and
the Purchaser after considering a number of factors, including, but not limited to the estimated
total resources of contained natural copper, lead, zinc, arsenic, silver and the other mineral
resources of the Mine, the prevailing prices of these mineral resources, the financial position of
the Target Group, the implied reserve value of comparable international and PRC copper, lead,
arsenic producers based on market capitalization and reserve amount, and implied reserve value
of comparable acquisitions based on acquisition consideration and the relevant reserve amount.
To the best knowledge of the Directors, the recent market price of copper are in the range of
RMB62,850 to RMB62,950 per ton, lead are in the range of RMB16,800 to RMB17,000 per
ton, zinc are in the range of RMB16,050 to RMB16,150 per ton, arsenic are in the range of
RMB10,000 to RMB11,000 per ton, and silver are in the range of RMB3,950 to RMB3,960 per
kilogram, depending on factors such as the gradings of the ore concentrates and the demand
and supply.

As part of the Company’s due diligence review, the Company has appointed an independent
valuer (the “Valuer”) to opine on the valuation of the Mine. The valuation reflected, among
other factors, the remaining life of the Mine, the estimated reserve base and resources of the
Mine, the metal concentrate gradings and the mill recovery of the Mine, the daily processing
capacity of Luchun Xingtai, the prevailing prices of the mineral resources, the financial position
of Luchun Xingtai and the outlook of mining industry in the PRC. The valuation adopted the
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market approach and has also taken into account the price multiple for comparable international
and PRC companies engaged in the mining business. The Company is satisfied with the valuation
indicated by the Valuer.

The Company has also engaged BDASIA, a mineral industry consulting firm which has
appropriate qualification and relevant experience in the type of exploitation and processing
activities proposed to be undertaken by the Company, as the technical adviser to the Company. To
the best of the Directors’ knowledge, information and belief, having made all reasonable enquiries,
BDASIA and its ultimate beneficial owners are third parties independent of the Company and its
connected persons (as defined under the Listing Rules). The technical assessment report is set
out in the section “Appendix VII — Technical assessment report” of this circular.

Conditions precedent

Completion of the S&P Agreement shall be conditional upon the fulfillment of the following
conditions precedent (as amended by the Supplemental Deed):

(a)  the Purchaser being satisfied in its absolute discretion with the results of the due diligence
review and investigation referred to in the S&P Agreement;

(b)  the Purchaser having received from the Vendors a legal opinion issued by a PRC law
firm acceptable to the Purchaser covering, inter alia, such matters relating to: (i) the due
incorporation, shareholders, loans and liabilities (if any) and scope of business activities
of Luchun Xingtai; (ii) the Mining Licence has been duly and validly issued by the
proper PRC government authority; and (iii) such other matters as may be required by the
Purchaser, in form and substance acceptable to the Purchaser;

(c)  the Purchaser having received from the Vendors a legal opinion issued by a law firm in
the BVI acceptable by the Purchaser, in form and substance acceptable to the Purchaser;

(d)  the Purchaser having received from the Vendors of a report issued from a technical expert
acceptable to the Purchaser relating to the state and condition of the Mine covering such
matters as may be required by the Purchaser, in form and substance acceptable to the
Purchaser;

(e)  the passing of the resolution by Shareholders in SGM approving the S&P Agreement and
the Supplemental Deed and the transactions contemplated hereunder;

(f)  the passing of the resolution by the Shareholders in SGM approving the increase in the
authorised share capital of the Company from HK$200,000,000 to HK$400,000,000;

(g) the Company having raised sufficient fund to finance its cash payment obligations under
the S&P Agreement and the supplemental Deed;

— 13—
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(h)  the Listing Committee of the Stock Exchange granting the listing of, and permission to
deal in the Consideration Shares and the Conversion Shares;

(1)  (where required) the Bermuda Monetary Authority granting its permission in respect of
the allotment and issue of the Consideration Shares and the Conversion Shares;

()  the Company and the Purchaser being satisfied that the Enlarged Group shall have
sufficient working capital to continue their operation for at least 18 months immediately
following the Completion;

(k)  the Purchaser having received from the Vendors documentary or other evidence to its
reasonable satisfaction that the Pledge has been absolutely discharged and released;

(1)  all necessary consents, approval and authorisations having been obtained from all
relevant authorities in the PRC and in any other applicable jurisdiction in connection
with the transactions contemplated under the S&P Agreement, the implementation of the

transactions contemplated hereunder and all other matters incidental hereto; and

(m) there being no event existing or having occurred and no condition being in existence which
would constitute a material breach of the Warranties by any of the Vendors.

In the event of any of the above conditions shall not be fulfilled by the Completion Long Stop
Date (or such later date as the parties hereto may agree in writing), the S&P Agreement shall be
null and void and of no further effect and no party to the S&P Agreement shall have any further
liability to any other parties under or in connection with the S&P Agreement without prejudice
to the rights of any such parties in respect of any antecedent breaches.

As at the Latest Practicable Date, none of the above conditions precedent has been fulfilled.
Completion

Completion will take place on the day where the conditions of the S&P Agreement (as amended
by the Supplemental Deed) as set out in the section headed “Conditions precedent” of this circular
have been fulfilled, or such other date as the parties shall agree in writing.
CONSIDERATION SHARES

The Issue Price of the Consideration Shares of HK$0.30 per Consideration Share represents:

(i)  adiscount of approximately 60% to the closing price of HK$0.75 as quoted on the Stock
Exchange as at the Latest Practicable Date;
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(ii)  a discount of approximately 45.45% over the closing price of HK$0.55 per Share as quoted
on the Stock Exchange on the Last Trading Date;

(iii) a discount of approximately 43.40% to the average closing price of about HK$0.53 per
Share as quoted on the Stock Exchange for the last 5 trading days up to and including the
Last Trading Date;

(iv) a discount of approximately 44.44% to the average closing price of HK$0.54 per Share
as quoted on the Stock Exchange for the last 10 trading days up to and including the Last
Trading Date;

(v)  a discount of approximately 51.61% to the average closing price of HK$0.62 per Share
as quoted on the Stock Exchange for the last 30 trading days up to and including the Last
Trading Date ; and

(vi) a premium of approximately 196.44% and 12.99% over the net assets value attributable
to equity holders of the Company of approximately HK$0.1012 and HK$0.2655 per Share
as at 31 December 2006 and 2007 based on the audited financial statement of the Group
for the years ended 31 December 2006 and 2007, respectively.

The Issue Price of the Consideration Shares of HK$0.30 per Consideration Share was determined
after arm’s length negotiations between the parties with reference to net asset value of the Group.
For information purpose, the net asset value attributable to equity holders of the Company per
Share as at 31 December 2006 based on the audited financial statement of the Group for the
year ended 31 December 2006 was approximately HK$0.1012, while the pro forma net asset
value attributable to equity holders of the Company per Share as at 30 June 2007 based on the
pro forma financial information as disclosed in the Circular was approximately HK$0.1445 per
Share (based on the existing number of Shares in issue). The Directors has also considered the
pro forma loss per Share attributable to equity holders of the Company based on the pro forma
financial information for the year ended 31 December 2006 as disclosed in the Circular of
HKS$0.0044 (based on the existing number of Shares in issue) and the fact that the Group recorded
losses for the six months ended 30 June 2007. Based on the above, the Directors consider the
Issue Price to be fair and reasonable. The Consideration Shares represent approximately 35.68%
of the existing share capital of the Company and approximately 26.30% of the issued share capital
of the Company as enlarged by the issue of the Consideration Shares.

There will be no restriction on the subsequent sale of the Consideration Shares.
The Consideration Shares will be allotted and issued under a specific mandate proposed to be
granted subject to the approval of the Shareholders at the SGM. An application will be made to

the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the
Consideration Shares.
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CONVERTIBLE NOTE

To satisfy part of the Total Consideration, the Company will issue to the relevant Vendors the
Convertible Notes in the aggregate principal amount of HK$435,500,000. The following is a
summary of the principal terms of the Convertible Notes:

Maturity : The date falling five years after the date of issue of the
Convertible Notes.

Redemption : The Company shall repay such principal moneys outstanding
under the Convertible Notes to the Noteholders on the
Maturity Date.

Interest : The outstanding principal amount under the Convertible
Note will not bear any interest.

Status and Transferability : The Convertible Notes may be transferred or assigned in
its entirely or in part at any time before the Maturity Date,
subject to approval of the Stock Exchange, if required.

The Company has undertaken to the Stock Exchange
that it will notify the Stock Exchange immediately upon
becoming aware of any dealings in the Convertible Notes
by connected persons of the Company (as defined in the
Listing Rules).

Conversion : The Convertible Notes may be converted in amounts of
HK$1,000,000 or integral multiples thereof, except that if
the outstanding principal amount of the Convertible Note
is less than HK$1,000,000, the whole (but not part) of the
outstanding principal amount of the Convertible Note must
be converted.

Upon full conversion of the Convertible Notes at the Initial
Conversion Price, an aggregate of 1,451,668,000
Conversion Shares will be issued by the Company
(representing approximately 164.08% of the existing issued
share capital of the Company, and approximately 54.74%
of the issued share capital of the Company as enlarged by
the allotment and issue of the Consideration Shares and
the Conversion Shares, assuming full conversion of the
Convertible Notes and the Conversion Shares to be issued
at the Initial Conversion Price).
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Initial Conversion Price

The Conversion Rights shall not be exercised by the
Noteholder if, immediately following the conversion:

(i)  the Company will be unable to meet the public float
requirement under the Listing Rules; or

(i1)  the Noteholder together with the parties acting in
concert with it will hold or control such amount of
the Company’s voting power at general meetings
as may trigger a mandatory general offer under
the Takeovers Code (whether or not a waiver of
the mandatory general offer obligation has been
granted).

HK$0.30 per Share, subject to usual anti-dilution
adjustments in certain events such as share consolidation,
share subdivision, capitalisation issue, capital distribution,
rights issue and other equity or equity derivatives issues.
Each adjustment to the Conversion Price will be certified
(at the option of the Company) either by the auditors of
the Company for the then time being or by an approved
merchant bank.

The Initial Conversion Price of HK$0.30 per Conversion
Share represents:

(i)  a discount of approximately 60% to the closing
price of HK$0.75 as quoted on the Stock Exchange
as at the Latest Practicable Date;

(i1)  a discount of approximately 45.45% to the closing
price of HK$0.55 per Share as quoted on the Stock
Exchange on the Last Trading Date;

(iii) a discount of approximately 43.40% to the average
of the closing prices of HK$0.53 per Share as
quoted on the Stock Exchange for the last five
consecutive trading days up to and including the
Last Trading Date;
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Listing

(iv)

v)

(vi)

a discount of approximately 44.44% to the average
of the closing prices of HK$0.54 per Share as quoted
on the Stock Exchange for the last ten consecutive
trading days up to and including, being the last
trading day immediately prior to the entering into
of the S&P Agreement;

a discount of approximately 51.61% to the average
closing price of HK$0.62 per Share as quoted on
the Stock Exchange for the last 30 trading days up
to and including the Last Trading Date; and

a premium of approximately 196.44% and
12.99% over the net assets value attributable to
equity holders of the Company of approximately
HK$0.1012 and HK$0.2655 per Share as at 31
December 2006 and 2007 based on the audited
financial statement of the Group for the years ended
31 December 2006 and 2007, respectively.

The Initial Conversion Price was determined after arm’s

length negotiations between the Company and the Vendors

with reference to the Issue Price.

No application will be made for the listing of the

Convertible Notes on the Stock Exchange or any other

stock exchange.

The Conversion Shares to be issued as a result of the exercise of the Conversion Rights will

rank pari passu in all respects with all other Shares in issue at the date on which the Conversion

Rights are exercised.

There will be no restriction on the subsequent sale of the Conversion Shares.

The Conversion Shares will be allotted and issued pursuant to the specific mandate to be sought

at the SGM and will be allotted and issued upon exercise of the Conversion Rights by the

Noteholders.

An application will be made by the Company for the listing of and permission to deal in the

Conversion Shares to be issued.
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EFFECT ON SHAREHOLDING STRUCTURE

The following table summarises the shareholding structure of the Company as at the Latest
Practicable Date, and immediately after the issuance of the Consideration Shares, and the
conversion of Convertible Notes:

Immediately after the FOR ILLUSTRATIVE

Completion and the PURPOSE ONLY
allotment and issue of the Immediately after
Consideration Shares and Completion and the
assuming the conversion allotment and issue of the
Immediately after of Convertible Notes Consideration Share and
Completion and the pursuant to the terms of the conversion of the
As at the Latest allotment and issue of the Convertible Notes Convertible Notes
Shareholders Practicable Date Consideration Shares (Note 2 & Note 4) in full (Note 5)
No. of Approximate No. of Approximate No. of Approximate No. of Approximate
Shares Percentage Shares Percentage Shares Percentage Shares Percentage
Cheng Yung Pun (Note 1) 445,500,000 5035% 445,500,000 ITN% 445,500,000 35.05% 45,500,000 16.80%
The First Vendor - — 120,666,000 10.05% 120,666,000 9.55% 120,666,000 4.54%
The Second Vendor - — 21,668,000 1.81% 21,668,000 171% 21,668,000 0.82%
The Third Vendor - — 86,604,000 122% 100,880,405 798% 411,664,000 15.52%
The Fourth Vendor - — 86,608,000 12% 86,668,000 0.86% 86,668,000 3.27%
The Fifth Vendor - - — — 10899302 0.86% 249,168,000 9.40%
The Sixth Vendor - - - — 10899302 0.86% 249,168,000 9.40%
The Seventh Vendor - — - — 18995148 1.50% 433,332,000 16.34%
The Eighth Vendor — — — - §,52,843 0.67% 195,000,000 1.35%
Sub total for The Vendors - — 315,666,000 26.30% 379,166,000 29.99% 1,767,334,000 06.04%
Other public Shareholders 379,237,652 4.87% 379,237,652 JL59% 379,237,652 30.01% 379,237,652 14.30%
Juang William (Note 3) 60,000,000 6.78% 60,000,000 5.00% 60,000,000 475% 60,000,000 2.26%
Sub total for all public
Shareholders 439,237,652 49.65% 439,237,652 30.59% 439,237,652 3476% 439,237,652 16.56%
Total: §84,737,652 100.00%  1,200,403,652 100.00%  1,263,903,652 100.00%  2,652,071,652 100.00%

Note 1: These Shares are held by Leading Highway Limited, a company incorporated in the BVI with limited liability
and the entire issued share capital of which is wholly owned by Mr. Cheng Yung Pun, an executive Director

and a controlling shareholder of the Company.

Note 2: Pursuant to the terms of the Convertible Notes, the Conversion Rights shall not be exercised by the
Noteholder if, immediately following the conversion: (i) the Company will be unable to meet the public float
requirement under the Listing Rules; or (ii) the Noteholder together with the parties acting in concert with
it will hold or control such amount of the Company's voting power at general meetings as may trigger a
mandatory general offer under the Takeovers Code (whether or not a waiver of the mandatory general offer
obligation has been granted). The Acquisition will not result in a change of control of the Company.
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Note 3: Mr Juang William does not hold any position in the Group. To the best of the Directors’ knowledge,
information and belief, having made all reasonable enquiries, save as being a shareholder of the Company,
(i) Mr. Juang William is independent and not a connected person (as defined under the Listing Rules) of
the Company; (ii) Mr. Juang William is not party acting in concert with the existing Shareholders; (iii) Mr.
Juang William is not party acting in concert with the Vendors and their ultimate beneficial owners; and
(iv) as at the date of the Announcement, Mr. Juang William held 100,000,000 Shares. Subsequent to the
date of the Announcement, Mr. Juang William disposed of 40,000,000 Shares and held 60,000,000 Shares
as at the Latest Practicable Date.

Note 4: Assuming the conversion of Convertible Notes on a pro-rata basis.

Note 5: This column is solely for illustrative purpose as the Convertible Notes cannot be fully converted by the
Vendors according to the terms of the Convertible Notes (see Note 2 above) under the present shareholding
structure.

The share option scheme (the “Share Option Scheme”) of the Company was adopted by the
Company pursuant to the written resolution of the sole shareholder passed on 14 August 2002.
As at the Latest Practicable Date, there has been no option granted since the adoption of the
Share Option Scheme. As at the Latest Practicable Date, there were outstanding convertible
securities of the Company, which were convertible into 185,714,285 Shares of the Company
subject to adjustment(s).

INFORMATION ON THE GROUP

Golden Genie Limited is an investment holding company incorporated in the BVI with limited
liability and a wholly owned subsidiary of the Company. The Group is principally engaged in the
provision of limousine and airport shuttle transportation services in Hong Kong and management
and operation of toll roads in the PRC. The Company has no present intention to dispose of any
of its existing businesses after the Acquisition, subject to any good divesting opportunities in
the future which are to the interests of the Company.

INFORMATION ON THE TARGET GROUP

The Target Group is principally engaged in exploitation, processing and sale of copper, lead,
zinc, arsenic, silver and other mineral resources.

Smart Year
Smart Year is an investment holding company incorporated in the BVI. Other than its

shareholding in Luchun Xingtai, Smart Year has not carried on any business as at the Latest
Practicable Date.
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Luchun Xingtai

Luchun Xingtai is a Sino-foreign equity joint venture enterprise established in February 2004 in
the PRC, which is owned as to 90% by Smart Year and as to 10% by Yunnan Maosheng Yuan.
The registered capital of Luchun Xingtai is RMB20,000,000. The Mine is located in Luchun
County, Yunnan Province, the PRC. Luchun Xingtai has obtained the relevant exploitation
rights license, i.e. the mining permit (£ #F 7] #5300000720259) dated 10 September 2007,
showing that the copper mine has a mining right with 5-year validation period from September
2007 to September 2012. The Mining Licence covers an aggregate mine area of 3.6656 square
kilometres. As advised by Guantao Law Firm, the PRC legal advisers appointed by the Company,
there should be no material obstacle for Luchun Xingtai to renew the Mining Licence. So far as
the Company is aware having made all reasonable enquires, there is no claim in relation to the
mining rights made or notified by third parties against Luchun Xingtai or vice versa.

Luchun Xingtai has established a branch, namely Ge Jiu Shi Chuang Tin Mining Co., Ltd. Luchun
Da Ma Jian Mountain Copper Mine* (#5171 88 2 A BR AT 28 7l 6k RS 22 LR B8R, an

ore processing plant which has daily production capacity of 1,300 tons.

Before the Acquisition, Luchun Xingtai was responsible for the manufacture of the metal
concentrates, while Yunnan Rui Juyang and Yunnan Maosheng Yuan were responsible for the
sales and distribution function. The copper concentrates produced by Luchun Xingtai were sold
to Yunnan Rui Juyang and Yunnan Maosheng Yuan for subsequent sales to external customers.

Since the beginning of January 2008, Luchun Xingtai has ceased to sell any copper concentrates
to Yunnan Rui Juyang and Yunnan Maosheng Yuan and Luchun Xingtai’s products have been
sold directly to external customers. The Directors expect to further develop Luchun Xingtai’s
sales team and distribution network after the Completion of the Acquisition.
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According to technical assessment report issued by BDASIA, an independent technical adviser,
which has been commissioned by the Company to review relevant aspects of the Mine as set out
in Appendix VII to this circular. The mineral resource estimates are inclusive of mineralisation
comprising the ore reserves. The mineral resource estimates under the JORC Code as of 31
December 2007 for the Mine are summarised as below:

JORC Grades Contained Metals

Mineral

Resource Tonnage | Cu As Pb In Bi Ag | Cu As Pb Zn Bi Ag
Category (kt) % % % % % g/t kt kt kt kt kt t
Measured 4652 | 1.79 | 683 | 1.54 | 037 | 024 | 51.1 | 83.1 318 | 716 | 17.1 | 109 237
Indicated 3053 | 170 [ 7.52 [ 179 1 052 | 025 | 574 | 535 237 | 564 | 16.5 8.0 181
Subtotal 7805 | 175 | 711 | 1.64 | 043 | 0.24 | 53.6 [136.5 555 [128.0 | 33.6 | 18.9 418
Inferred 7678 | 1.61 | 648 | 2.18 | 0.48 | 024 | 63.1 [1239 | 498 [167.2 | 369 | 18.3 484
Total 15,483 | 1.68 | 6.80 | 1.91 | 0.46 | 0.24 | 583 [260.4 [1,053 2952 | 70.5 | 37.2 903
Cu: Copper

As: Arsenic

Pb: Lead

Zn: Zinc

Bi: Bismuth

Ag: Silver

It is currently expected that for the first year following the date of this circular (assuming that
Completion takes place in accordance with the S&P Agreement), the anticipated material capital
expenditure required (including mining, ore dressing, tailing dam capital; additive management
capital; public, civil and living establishment and maintenance) for the operation of the Mine
will be approximately RMB17.0 million (equivalent to approximately HK$18.9 million) and
the annual costs on mining rights and exploration fee will be approximately RMB14.0 million
(equivalent to approximately HK$15.6 million).

Luchun Xingtai is now under the application process with relevant government authorities to
further increase the annual production scale stipulated in the Mining Licence (the “Application”),
in order to better utilize the processing capacity of Luchun Xingtai. As advised by Guantao
Law Firm, there should be no material obstacle for Luchun Xingtai to increase the production
scale. According to relevant PRC laws and regulations, Luchun Xingtai will be obliged to pay
certain mining resources usage fees upon completion of the Application. The directors of Luchun
Xingtai believed that the amount of mining resources usage fees to be paid will be approximately
RMB70 million, subject to the finalisation and approval of relevant government authorities.
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FINANCIAL INFORMATION OF THE TARGET GROUP

Immediately before the Acquisition, Smart Year is owned by the Vendors. Upon Completion, the
Company will own the entire issued share capital of the Target Company and the net assets and
the results of the Target Group will be consolidated in the financial statements of the Group.

The audited consolidated financial information of Smart Year prepared in accordance with HKFRS
issued by the Hong Kong Institute of Certified Public Accountants is set out as follows:

As at

31 December 2007

RMB’000

Total assets 57,315
Total liabilities 42,359
Total equity 14,956

Period from 2 April 2007
(date of incorporation)
to 31 December 2007

RMB’000
Turnover 2,621
Net loss before taxation (3,463)
Net loss after taxation (3,463)

The audited financial information of Luchun Xingtai prepared in accordance with HKFRS issued
by the Hong Kong Institute of Certified Public Accountants is set out as follows:

As at 31 December
2005 2006 2007
RMB 000 RMB 000 RMB’ 000

Total assets 6,640 13,368 28,985
Total liabilities 8,723 17,716 24,162
Total equity (2,083) (4,348) 4,823

For the year ended 31 December
2005 2006 2007
RMB’000 RMB’000 RMB’000

Turnover — 1,962 9,159
Net loss before taxation (2,583) (2,266) (10,329)
Net loss after taxation (2,583) (2,266) (10,329)
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As at 31 December 2007, the audited consolidated net assets of the Target Group amounted to
approximately RMB15.0 million.

For further details, please refer to the accountants’ report on the Target Group which is set out
in Appendices II and III to this circular.

REASONS FOR AND BENEFITS OF THE ACQUISITION

The Directors are of the view that the Acquisition would allow the Group to diversify its income
and business risks by investing in the mineral resources exploitation and processing. According
to National Bureau of Statistics of China, the production volume of refined copper in the PRC
in 2007 increased by 17.8% from 2006, attaining 3,440,000 tonnes, while apparent consumption
of refined copper in the PRC increased by 36.3% to 4,770,000 tonnes from 2006, leading to the
excess of demand over the supply of refined copper in the PRC market. Therefore, the Directors
believed that China’s copper market will still call for higher production volume to meet the
excess of demand over supply.

The Directors are optimistic about the future prospects and demand for natural resources
exploitation business in the PRC. Given the strong and sustainable growth momentum of the
PRC economy and the continuous development of the cities, infrastructure and real estate
sectors, demand for mineral resources and their related products will continue to grow robustly.
The Directors therefore believe that the Acquisition provides an opportunity for the Group to
enhance its investment returns. The Directors consider that the terms of the Acquisition are fair
and reasonable and in the interests of the Shareholders as a whole.

The Directors notice that the reporting accountants of Luchun Xingtai have expressed a qualified
opinion on the financial statements of Luchun Xingtai for the three years ended 31 December
2007 arising from the limitation of audit scope that Luchun Xingtai did not carry out physical
counts of its inventories amounting to RMB2,154,969 and RMB6,559,610 as at 31 December
2005 and 2006 respectively.

In the circumstances, the reporting accountants have not been able to satisfy as to the existence
of inventories held by Luchun Xingtai at 31 December 2005 and 2006. Any adjustments found
to be necessary may have an effect on the net liabilities of Luchun Xingtai as at 31 December
2005 and 2006 and on its result and cash flows for each of the three years ended 31 December
2007. Details of which please refer to the accountants’ report of Luchun Xingtai in Appendix
III to this circular.

The reporting accountants of Smart Year have expressed a qualified opinion on the financial
statements of the Target Group for the period from 2 April 2007 (the date of incorporation of
Smart Year) to 31 December 2007 (the “Relevant Period”) arising from the limitation of audit
scope that Luchun Xingtai did not carry out physical counts of its inventories amounting to
RMB3,121,512 as at 6 December 2007 (the date of acquisition of 90% interests in Luchun
Xingtai by Smart Year).
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In the circumstances, the reporting accountants have not been able to satisfy as to the existence of
inventories held by Luchun Xingtai at 6 December 2007 (the date of acquisition of 90% interests
in Luchun Xingtai by Smart Year). Any adjustments found to be necessary may have an effect
on the carrying amounts of the mining rights of the Target Group as at 6 December 2007 and 31
December 2007 and on its result and cash flows for the Relevant Period. Details of which please
refer to the accountants’ report of Smart Year in Appendix II to this circular.

Having considered the abovementioned qualified opinion of the reporting accountants, the
Directors still consider that the Acquisition to be fair and reasonable so far as the Shareholders
are concerned due to the following reasons:

(i)  Luchun Xingtai has performed stocktaking for its inventories as at 31 December 2007.
The reporting accountants were satisfied with the existence of inventories held by Luchun
Xingtai at 31 December 2007 and the financial statements of Luchun Xingtai reflect the
true and fair view of its financial position as at 31 December 2007; and

(i1)  the financial position of the Target Group is only one of the number of factors when
determining the Total Consideration. The Company has also considered, among others,
the valuation and estimated reserve base and resources of the Mine, which are supported
by the valuation and technical assessment reports by Independent Third Parties.

FINANCIAL EFFECTS OF THE ACQUISITION ON THE GROUP

Upon Completion, the Company will own the entire issued share capital of the Target Company
and the net assets and the results of the Target Group will be consolidated in the financial
statements of the Group.

Assets, liabilities and net assets

The Group had audited consolidated total assets as at 31 December 2007 of approximately
HK$442.4 million. As shown in the section headed “Unaudited pro forma financial information
on the Enlarged Group” in Appendix IV to this circular, had completion of the Acquisition been
taken place on 31 December 2007, the pro forma total assets of the Enlarged Group would have
been approximately HK$1,463.3 million, representing increase of approximately 230.8%.

The Group had audited consolidated total liabilities as at 31 December 2007 of approximately
HK$156.2 million. As shown in the section headed “Unaudited pro forma financial information
on the Enlarged Group” in Appendix IV to this circular, had completion of the Acquisition been
taken place on 31 December 2007, the pro forma total liabilities of the Enlarged Group would
have been approximately HK$505.8 million.
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The Group had audited consolidated net assets attributable to equity holders of the Company as
at 31 December 2007 of approximately HK$208.3 million or approximately HK$0.27 on a per
Share basis (based on the number of Shares in issue as at 31 December 2007). Had completion of
the Acquisition been taken place on 31 December 2007, the pro forma net assets of the Enlarged
Group attributable to equity holders of the Company would have been approximately HK$879.0
million, representing increase of approximately 322.1%.

Shareholders should refer to Appendix IV to this circular for details of the bases and assumptions
adopted for the preparation of the unaudited pro forma financial information of the Enlarged
Group.

Earnings

The Group recorded an audited consolidated loss attributable to equity holders of the Company
of approximately HK$5.2 million for the year ended 31 December 2007. Had completion of
the Acquisition been taken place on 1 January 2007, the pro forma net loss of the Enlarged
Group attributable to equity holders of the Company would have been approximately HK$42.1
million.

Shareholders should refer to Appendix IV to this circular for details of the bases and assumptions
adopted for the preparation of the unaudited pro forma financial information of the Enlarged
Group.

Gearing position

The total liabilities of the Enlarged Group would be approximately HK$505.8 million had the
Acquisition been completed on 31 December 2007, whilst the total assets of the Enlarged Group
as of the same date would be approximately HK$1,463.3 million.

Based on the above pro forma financial information, the pro forma gearing ratio (total liabilities-
to-total assets ratio) of the Enlarged Group would be approximately 34.6%.

Shareholders should refer to Appendix IV to this circular for details of the bases and assumptions
adopted for the preparation of the unaudited pro forma financial information of the Enlarged
Group.

INFORMATION ON THE VENDORS

The Vendors and their ultimate beneficial owners are parties acting in concert among themselves.
To the best of the Director’s knowledge, information and belief, having made all reasonable
enquiries, (i) the Vendors and their ultimate beneficial owners are not parties acting in concert
with the existing Shareholders; and (ii) the Vendors and their ultimate beneficial owners are not
parties acting in concert with Parklane International Holdings Limited and its ultimate beneficial
owner.
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Save as the Acquisition, the Company has no previous transactions with the Vendors and their
ultimate beneficial owners which would require to be aggregated with the Acquisition pursuant
to Rule 14.22 of the Listing Rules.

INFORMATION ABOUT THE MANAGEMENT OF THE COMPANY AND THE
ENLARGED GROUP

As at the Latest Practicable Date, the Board comprises Mr. Cheng Yung Pun and Mr. Chan Kam
Kwan, Jason as executive Directors and Mr. Lau Kwok Kuen, Eddie, Mr. Uwe Henke Von Parpart
and Mr. Wilton Timothy Carr Ingram as independent non-executive Directors.

No Director has stated his intention to resign as a result of the Acquisition. There is no provision
under the S&P Agreement and there is no intention of any of the Vendors to nominate any
person(s) to be Director(s).

To strengthen the expertise of the Group’s management in the mining business, the Company
currently intends to retain some of the key senior management of the Target Group and to build
up a professional management and technical team with expertise in the mining area as soon as
possible after the Completion to further its development and expansion in the mining industry.
The Company may seek for a person or persons who has or have mining and/or natural resources
related experience to be a Director or Directors.

RISKS RELATING TO THE MINING INDUSTRY

Risks relating to the industry are set out below:

1. The estimated geological resources of mineral resources may differ from the actual mine
resources in tonnage and quality. Any material discrepancies may adversely affect the
profitability of the Group’s mining operations.

2. The profitability of the Group’s mining operations may be affected by fluctuations in
the market price of mineral resources. As the future revenue from these operations will
come from the sale of copper, lead, zinc, arsenic, silver and other mineral resources,
the earnings from these operations will be closely related to such prices which may be
influenced by numerous factors beyond the control of the Group, including the PRC and
the worldwide demand, forward selling activities and general economic conditions in the
PRC and elsewhere in the world.

3. The mineral resources industry in the PRC is subject to extensive regulation by the PRC

government. The operations under the Mine may be materially and adversely affected by
any future changes in the government regulations and policies.
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4. Mining operations are subject to environmental protection laws and regulations in the PRC.
The expenditure for environmental regulatory compliance will increase if the environment
protection laws become more stringent.

5. The operations of the Mine are carried out in the PRC. Any adverse changes in economic
policy and legal development in the PRC will affect the revenue generated.

6. The Group will face many operational risks, which include risk related to the geological
structure of the Mine and geological disasters that occur during the mining process; and
catastrophic events such as fires, earthquakes, floods or other natural disasters.

7. This is the Group’s first venture into the mineral resources mining and production
industries which could present management challenges. The Company and its current
management have no experience in the mining industry. However, the Company intends
to retain some of the key senior management of the Target Group and to build up a
professional management and technical team with expertise in the mining area as soon as
possible after the Completion to cope with the possible challenges.

BUSINESS PROSPECTS OF THE ENLARGED GROUP

The Group is principally engaged in the provision of limousine and airport shuttle transportation
services in Hong Kong and management and operation of toll roads in the PRC.

Upon Completion, the Enlarged Group will also be engaged in exploitation, processing and sale
of copper, lead, zinc, arsenic, silver and other mineral resources. Copper is the world’s third
largest industrial metal in terms of volume after steel and aluminium. The Directors consider
that with the continued increase in the demand in natural resources and continuous growth of
demand for refined copper, and as stated in the section headed “Reasons for and benefits of the
Acquisition”, the Directors therefore believe that, the Acquisition will strengthen the Group’s
development in the mining business and enhance the overall performance and returns to the
Shareholders. The Company will continue to pursue any investment opportunities which can
enhance the development and growth of business of the Group.

As set out in the announcement of the Company dated 13 June 2008, the Company agreed to
dispose its entire interest in the Cableport Group, which are engaged in the management and
operation of toll roads in the PRC. The Directors considered that it represents a good opportunity
for the Group to divest its interest in the Cableport Group and receive additional cash for
developing other businesses with more growth potential.

The Group will continue its business in provision of limousine and airport shuttle transportation
services in Hong Kong. Following the disposal of the Cableport Group, the Group will place more
effort in the limousine and airport shuttle transportation business and will further look for new
investment opportunities. Looking ahead, the demand of the high-end limousine rental services
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is increasing in China and the Group is now establishing footsteps in Shenzhen, Guangzhou,
Shanghai and Beijing to capture the market shares in these unexplored markets. Leveraging on
the expertise and successful experience in Hong Kong, the Directors are very optimistic about
the future of the Group’s limousine and airport shuttle transportation business. The Directors
will from time to time review the strategic direction of the Group and explore options to make
further acquisitions or disposal of the Group’s businesses for the benefits of the Company and
the Shareholders as a whole.

FINANCING OF THE ACQUISITION

The Company is considering different financial proposal, including but not limited to equity
financing such as placement of new shares including the Proposed Share Issue, to finance the
cash portion of the Total Consideration. No decision has been made and no agreement has been
entered into in this regard. The Company will make a further announcement if and when it
enters into agreement for the share placement or any other type of equity fund raising exercise.
The Company has no intention to undertake any equity fund raising which will lead to a change
in control of the Company (for the purposes of the Takeovers Code). The Stock Exchange will
revisit the implication of reverse takeover rule if such change in control (as defined under the
Listing Rules) occurs as a result of these fund raising activities.

INCREASE IN AUTHORISED SHARE CAPITAL

In facilitating the issue of the Consideration Shares and the Convertible Notes, the Board
intends to put forward a proposal to the Shareholders to increase the authorised share capital
of the Company from HK$200,000,000, divided into 2,000,000,000 Shares of HK$0.10 each,
to HK$400,000,000, divided into 4,000,000,000 Shares of HK$0.10 each, by the addition of
HK$200,000,000, divided into 2,000,000,000 new Shares. The new Shares, upon issue, shall rank
pari passu in all respects with the existing Shares. As at the Latest Practicable Date, 884,737,652
Shares were in issue. The issue of 315,666,000 Consideration Shares and 1,451,668,000
Conversion Shares which may be issued (at the initial conversion price) on conversion in full
of the Convertible Notes exceeds the available unissued and authorised ordinary share capital
of the Company.

Accordingly, the above proposal to increase the authorised share capital will be proposed at
the SGM. The proposed increase in the authorised share capital of the Company is subject to
approval of the Shareholders at the SGM. Under Bermuda law, the Company is required to file
a memorandum of increase in the authorised share capital together with a certified resolution in
respect thereof with the Bermuda Registrar of Companies within 30 days of the effective date
of the increase.

The Acquisition is conditional on the increase in share capital being approved by the Shareholders

at the SGM and the increase in authorised share capital is not conditional on the approval or
completion of the Acquisition.
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SPECIFIC MANDATE TO ISSUE NEW SHARES

M

(2

Proposed Share Issue

The Board proposed the issue of up to 300,000,000 new Shares (representing approximately
not more than 33.91% of the issued Shares as at the Latest Practicable Date) to professional
and institutional investors by way of private placement of Shares subject to Shareholders’
approval. Such Shares are proposed to be listed on the Stock Exchange and it is expected
that they will not be allotted and issued to connected persons (as defined under the Listing
Rules) of the Company and the Vendors. The proceeds from the Proposed Share Issue are
intended to be used to finance (i) part of the cash portion of the Total Consideration; and
(i1) the working capital and capital expenditure of Luchun Xingtai upon the Completion.

If any of such investors is a connected person of the Company, the Company will take
steps to comply with the relevant requirements under the Listing Rules.

The Company is on discussions and negotiations with certain securities firm in relation to
the placing of Shares under the Proposed Share Issue. However, as at the Latest Practicable
Date, no definitive agreement has been entered into with any placing agent or other parties.
The Company will make an announcement in compliance with the relevant requirement of
the Listing Rules, as and when such placing agreement is entered into by the Company.
The Directors intends to obtain Shareholders’ approval to grant the Specific Mandate to
facilitate the allotment and issue of new Shares under the Proposed Share Issue at the
SGM, instead of seeking a separate Shareholders’ approval after the entering into of the
placing agreement.

The Acquisition and the proposed private placement of Shares are not inter-conditional
upon each other.

Structure of the Proposed Share Issue

Type of securities to be Ordinary Shares
issued:

Maximum number of Shares Not more than 300,000,000 new Shares (representing
to be issued: approximately 33.91% of the issued Shares as at the Latest
Practicable Date and 25.32% of the issued share capital of
the Company as enlarged by the Proposed Share Issue).
The final number of Shares to be issued is subject to the
adjustments (in case of sub-division or consolidation of
Shares) made by the Board as may be authorised by the
Sharcholders at the SGM
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Nominal value:

Rights attached to Share:

Method of issue:

Basis for determining the
issue price:

Minimum net proceeds
to be raised:

HK$0.10

The Shares to be issued under the Proposed Share Issue
will rank pari passu with the existing Shares in all
respects

The issue will be conducted by way of private
placement

The price shall be determined on arm’s length basis,
by reference to a number of considerations, including
prevailing market conditions, the prevailing market price
of the Shares and investor demand for the Shares at the
relevant time.

In any event, the issue price must not be lower than 80%
or more of the higher of:

. The closing price of the Shares quoted on the Stock
Exchange on the date of the launch of the Proposed
Share Issue; or

. The average closing price of the Shares quoted
on the Stock Exchange in the five trading days

immediately prior to the earliest of:

— The date of announcement of the launch of
the Proposed Share Issue;

—  The date of the placing agreement involving
the Proposed Share Issue; and

—  The date on which the price is fixed.

The issue price for the Proposed Share Issue shall be no
less than HK$0.40

The Proposed Share Issue must raise a minimum amount
of HK$100,000,000
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3

C))

)

Conditions to the Proposed Share Issue

Upon the grant of the Specific Mandate, and if the Directors proposed to place new Shares
pursuant to the Specific Mandate, the Proposed Share Issue will be conditional upon:

(a)  the grant of the Specific Mandate by the Shareholders to the Board having been
obtained at the SGM;

(b)  the entering into of a placing agreement by, among other parties, the Company
and the placing agents (to be appointed prior to the Proposed Share Issue) and the

placing agreement not being terminated in accordance with its terms; and

(c)  the Listing Committee of the Stock Exchange granting listing of and permission
to deal in all of the Shares to be issued and placed pursuant to the Proposed Share
Issue.

Purpose of the Proposed Share Issue

The Company is proposing to acquire the entire issued share capital of the Target Company.
The Acquisition will constitute a very substantial acquisition for the Company under
Chapter 14 of the Listing Rules. The purpose of the Proposed Share Issue is for the raising
of finance for part of the cash portion of the Total Consideration and the working capital
and capital expenditure of Luchun Xingtai upon the Completion.

Uses of the proceeds from the Proposed Share Issue
Based on the minimum proceeds of HK$100,000,000 to be received by the Company under
the Proposed Share Issue, the Company intends to use the proceeds for the following

purposes:

(i) as to about HK$59.8 million for part payment of the cash portion of Total
Consideration;

(ii))  as to about HK$21.0 million for the capital expenditure of the Target Group upon
the Completion;

(iii) as to about HK$14.0 million for the payment of the mining resources usage fees of
the Mine; and

(iv) as to about HK$5.2 million as general working capital of the Target Group upon
the Completion.
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(6)

)

In the event that the proceeds from the Proposed Share Issue is more than HK$100,000,000,
the Directors intend to apply the amount of additional proceeds to be received by the
Company for general working capital of the Target Group.

Fund raising activity of the Company in the 12 months immediately preceding the
Latest Practicable Date

Other than the placing of Shares as announced in the Company’s announcements dated
16 October 2007, there was no fund raising activity conducted by the Company in the 12
months immediately preceding the Latest Practicable Date. The Company’s announcement
dated 16 October 2007 was made in respect of the placing of 71,000,000 Shares and the
net proceeds raised were approximately HK$37.4 million. The proceeds were used to
finance the acquisition of the Perryville Group Limited as announced by the Company on
29 June 2007 and for general working capital.

Validity of the Specific Mandate
The Specific Mandate, if granted, will commence from the date of passing of the relevant

resolutions at the SGM and will lapse on the expiration of the three-month period following
the date of passing of the relevant resolutions at date of the SGM.

The issue price under the Proposed Share Issue is limited to a discount of not more than 20%

to the benchmarked price set out in Rule 13.36(5). Also, the Proposed Share Issue provides the

Company with a way to finance the Acquisition and the future business development of the Target

Group. Therefore, the Directors believe that the transactions contemplated under the Specific

Mandate are fair and reasonable to the Shareholders as a whole.
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The following table summarises the shareholding structure of the Company as at the Latest

Practicable Date, and immediately after the Proposed Share Issue, the issuance of the Consideration

Shares, and the conversion of Convertible Notes:

Immediately after the
Completion and the
Proposed Share Issue and
the allotment and issue of

FOR ILLUSTRATIVE
PURPOSE ONLY
Immediately after

Completion and the

Immediately after the Consideration Shares ~ Proposed Share Issue and
Completion and the and assuming the conversion  the allotment and issue
Proposed Share Issue of Convertible Notes of the Consideration Share
and the allotment pursuant to the terms and conversion of the
As at the and issue of the of the Convertible Notes Convertible Notes in full
Shareholders Latest Practicable Date Consideration Shares (Note 2 & Note 4) (Note 5)
No.of  Approximate No.of  Approximate No.of  Approximate No.of  Approximate
Shares  Percentage Shares  Percentage Shares  Percentage Shares  Percentage
Cheng Yung Pun (Note 1) 445,500,000 50.35% 445,500,000 29.69% 445,500,000 2632% 445,500,000 15.09%
The First Vendor — — 120,666,000 8.04% 120,666,000 7.13% 120,666,000 4.09%
The Second Vendor - — 21,668,000 144% 21,668,000 128% 21,668,000 0.73%
The Third Vendor — — 86,604,000 5.78% 129,649,035 7.66% 411,604,000 13.94%
The Fourth Vendor — — 86,668,000 5.78% 86,668,000 5.12% 86,608,000 2.94%
The Fifth Vendor - — — — 3295370 1.95% 249,168,000 §.44%
The Sixth Vendor — — — — 32955370 1.95% 249,168,000 §.44%
The Seventh Vendor — — — — 51313004 3.39% 433,332,000 14.68%
The Eighth Vendor — — — — 25,791,021 1.51% 195,000,000 6.61%
Sub total for The Vendors — — 315,666,000 21.04% 507,666,000 29.99% 1,767,334,000 59.87%
Placees under the Proposed
Share Issue — — 300,000,000 19.99% 300,000,000 17.73% 300,000,000 10.16%
Other public Shareholders 379,237,652 4287% 379,237,652 2528% 379,237,652 D41% 379,237,652 12.85%
Juang William (Note 3) 60,000,000 6.78% 60,000,000 4.00% 60,000,000 3.55% 60,000,000 2.03%
Sub total for all public
Shareholders 439,237,652 49.65% 439,237,652 2928% 439,237,652 25.96% 439,237,652 14.88%
Total: §84,737,652 100.00% 1,500,403,652 100.00% 1,692,403,652 100.00% 2,952,071,652 100.00%

Note 1: These Shares are held by Leading Highway Limited, a company incorporated in the BVI with limited liability

and the entire issued share capital of which is wholly owned by Mr. Cheng Yung Pun, an executive Director

and a controlling shareholder of the Company.

Note 2: Pursuant to the terms of the Convertible Notes, the Conversion Rights shall not be exercised by the Noteholder

if, immediately following the conversion: (i) the Company will be unable to meet the public float requirement

under the Listing Rules; or (ii) the Noteholder together with the parties acting in concert with it will hold or

control such amount of the Company s voting power at general meetings as may trigger a mandatory general

offer under the Takeovers Code (whether or not a waiver of the mandatory general offer obligation has been

granted). The Acquisition will not result in a change of control of the Company.
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Note 3: Mr. Juang William does not hold any position in the Group. To the best of the Directors’ knowledge, information
and belief, having made all reasonable enquiries, save as being a shareholder of the Company, (i) Mr. Juang
William is independent and not a connected person (as defined under the Listing Rules) of the Company;, (ii)
Mpr. Juang William is not party acting in concert with the existing Shareholders; (iii) Mr. Juang William is not
party acting in concert with the Vendors and their ultimate beneficial owners, and (iv) as at the date of the
Announcement, Mr. Juang William held 100,000,000 Shares. Subsequent to the date of the Announcement, Mr.
Juang William disposed of 40,000,000 Shares and held 60,000,000 Shares as at the Latest Practicable Date.

Note 4: Assuming the conversion of Convertible Notes on a pro-rata basis.

Note 5: This column is solely for illustrative purpose as the Convertible Notes cannot be fully converted by the Vendors
according to the terms of the Convertible Notes (see Note 2 above) under the present shareholding structure.

GENERAL

The Acquisition constitutes a very substantial acquisition for the Company under the Listing
Rules and therefore is subject to approval by the Shareholders at the SGM under Rule 14.49
of the Listing Rules. To the best of the Directors’ knowledge, information and belief, having
made all reasonable enquiries, neither the Vendors nor any of its associates holds any Share as
at the Latest Practicable Date and no Shareholder has a material interest in the Acquisition, and
therefore no Shareholder is required to abstain from voting on the resolution to approve the
Acquisition at the SGM.

Resolutions will be proposed at the SGM to approve (i) the S&P Agreement and the Supplemental
Deed and the transactions contemplated thereunder; (ii) the allotment and issue of Consideration
Shares; (ii1) the allotment and issue of Convertible Notes; (iv) proposed increase in the authorised
share capital; and (v) the Proposed Share Issue, the grant of a Specific Mandate to allot and issue
new Shares in connection with the Proposed Share Issue and to authorise the Board to determine
and deal with at its discretion and with full authority, matters relating thereto (including but not
limited to the specific timing of the issue, final number of new Shares to be issued (not more
than 300,000,000 Shares), offering mechanism, pricing mechanism, issue price (not lower than
HK$0.40 in any event), target subscribers and the number and proportion of Shares to be issued
to each subscriber). It should be noted that the Proposed Share Issue, upon approval by the
Shareholders at the SGM, is still subject to the approval of the Stock Exchange as to the listing
and dealings in the new Shares on the Stock Exchange at the SGM.

SGM

The SGM will be held at Mont Blanc Room, Pacific Place Conference Centre, Level 5, One
Pacific Place, 88 Queensway, Hong Kong on Friday, 18 July 2008, at 10:45 a.m.. A notice
convening the SGM is set out on pages N-1 to N-4 of this circular.

Enclosed is a form of proxy for use at the SGM. Whether or not you intend to attend and vote

at the SGM in person, you are requested to complete and return the enclosed form of proxy in
accordance with the instructions printed thereon and return it to the branch share registrar of the
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Company in Hong Kong, Tricor Secretaries Limited, at 26th Floor, Tesbury Centre, 28 Queenj;s
Road East, Wanchai, Hong Kong as soon as possible, but in any event not less than 48 hours
before the time appointed for holding such meeting or any adjourned meeting(s). Completion
and return of the form of proxy will not preclude you from attending and voting in person at the
SGM or any adjourned meeting(s) should you so wish.

RECOMMENDATION

Having considered both the reasons and benefits to be generated from the Acquisition as set out
on page 24 of this circular, the Directors (including the independent non-executive Directors)
consider that the terms of S&P Agreement (as amended by the Supplemental Deed) and the
Proposed Share Issue are fair and reasonable so far as the Shareholders are concerned and on
normal commercial terms and that the Acquisition and the Proposed Share Issue are in the best
interests of the Company and the Shareholders as a whole. Accordingly, the Directors recommend
the Shareholders to vote in favour of the ordinary resolutions to be proposed at the SGM to
approve (i) the S&P Agreement and the Supplemental Deed and the transactions contemplated
thereunder; (ii) the allotment and issue of Consideration Shares; (iii) the allotment and issue of
Convertible Notes; (iv) proposed increase in the authorised share capital; and (v) the Proposed
Share Issue and the grant of the Specific Mandate at the SGM.

By order of the Board

Cheng Yung Pun
Chairman
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1. SUMMARY OF FINANCIAL INFORMATION ON THE GROUP

Set out below is a summary of the financial results of the Group for the three years
ended 31 December 2005, 2006 and 2007. For the year ended 31 December 2005, the
auditor of the Company has expressed an unqualified opinion on the consolidated
financial statements of the Group. For the years ended 31 December 2006 and 2007, the
auditor of the Company has expressed a qualified opinion on the consolidated financial
statements of the Group. The details are set out in paragraph 3 of this appendix.

Financial Summary

For the year ended 31 December

2007 2006 2005
HK$°000 HK$°000 HK3$°000
(audited) (audited) (audited)
RESULTS
Revenue 25,380 15,213 29,423
(Loss)/profit before taxation (5,329) 5,011 14,253
Income tax expense (700) (1,142) (2,379)
(Loss)/profit for the year (6,029) 3,869 11,874
Attributable to:
Equity holders of the Company (5,243) 1,000 5,835
Minority interests (786) 2,869 6,039
(6,029) 3,869 11,874
(Loss)/earnings per share
— Basic (cents) (0.77) 0.17 1.14
— Diluted (cents) N/A N/A 1.02

As at 31 December

2007 2006 2005
HK$’000 HK$’000 HK$’000
(audited) (audited) (audited)
ASSETS AND LIABILITIES

Total assets 442,375 144,708 156,399
Total liabilities (156,188) (3,297) (13,785)
286,187 141,411 142,614

Equity attributable to equity holders of
the Company 208,309 60,175 53,315
Minority interests 77,878 81,236 89,299
286,187 141,411 142,614
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FINANCIAL INFORMATION ON THE GROUP

2.

AUDITED FINANCIAL STATEMENTS OF THE GROUP FOR THE YEAR

ENDED 31 DECEMBER 2007

The following is the audited financial statements of the Group for the year ended 31

December 2007 as extracted from the annual report of the Company for the year ended

31 December 2007.

Consolidated Income Statement
For the year ended 31st December, 2007

Notes

Revenue 8
Business tax
Direct costs
Other income
Administrative expenses
Finance costs 10
(Loss) profit before taxation
Income tax expense 11
(Loss) profit for the year 12
Attributable to:

Equity holders of the Company

Minority interests
(Loss) Earnings per share 15

— Basic (HK cents)

— Diluted

2007 2006
HKS$’000 HKS$°000
25,380 15,213
(340) (760)
(22,624) (7,545)
2,416 6,908
719 1,147
(6,746) (2,563)
(1,718) 481)
(5,329) 5,011
(700) (1,142)
(6,029) 3,869
(5,243) 1,000
(786) 2,869
(6,029) 3,869
(0.77) 0.17
N/A N/A
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Consolidated Balance Sheet
At 31st December, 2007

2007 2006
Notes HK$°000 HK$°000
Non-current assets
Toll road operation rights 16 82,203 81,414
Property, plant and equipment 17 51,148 459
Goodwill 18 91,872 —
Intangible asset 19 100,977 —
Interests in infrastructure joint 20
ventures — —
Amounts due from minority 22
shareholders of a subsidiary 52,674 48,872
Deferred tax assets 29 5,754 4,048
384,628 134,793

Current assets
Trade receivables 21 13,455 —
Other receivables, deposits and

prepayments 4,265 237
Bank balances and cash 23 40,027 9,678
57,747 9,915

Current liabilities

Trade payables 24 6,159 —
Other payables and accrued charges 24 8,576 1,746
Tax liabilities 74 215
Bank borrowings due within one 25
year 26,183 —
Obligations under finance leases 26 1,507 —
42,499 1,961
Net current assets 15,248 7,954
Total assets less current liabilities 399,876 142,747
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Capital and reserves
Share capital
Reserves

Equity attributable to equity
holders of the Company
Minority interests

Total equity

Non-current liabilities
Bank borrowings due after one
year
Obligations under finance leases
Convertible notes
Deferred tax liabilities
Amount due to a director

Notes

28

25

26
27
29
30

2007 2006
HKS$°000 HKS$’000
78,474 59,484
129,835 691
208,309 60,175
77,878 81,236
286,187 141,411
1,647 —
3,719 —
84,058 —
24,265 —
— 1,336
113,689 1,336
399,876 142,747
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Consolidated Statement of Changes in Equity
For the year ended 31st December, 2007

Attributable to equity holder of the Company

Share-
Statutory Convertible holders’
Share Share surplus notes contribution Translation Accumulated Minority
capital  premium reserve reserve reserve reserve losses Total interests Total
HK$'000  HK$’000  HK$’000  HKS$'000  HKS’000  HKS'000  HKS$'000  HK$000  HKS$'000  HKS$'000
(Note 27)

At Ist January, 2006 59,484 — 2215 - 744 2,766 (11,894) 53,315 89,299 142,614
Exchange differences

arising on translation

of foreign operation

recognised directly in

equity — — — — — 5903 — 5,903 — 5903
Profit for the year — — — — — — 1,000 1,000 2,869 3,869
Total recognised income

for the year — — — — — 5903 1,000 6,903 2,869 9,172
Appropriations — — 235 — — — (235) — — —
Dividend paid to minority

interests — — — — — — — — (7,804) (7,804)
Deemed contribution

from (distribution to)

shareholders — — — — (581) — 538 [€5)] (3,128) (3,171)
At 31st December, 2006 59,484 — 2,450 — 163 8,609 (10,591) 60,175 81,236 141411
Exchange differences

arising on translation

of foreign operation

recognised directly in

equity — — — — — 10,454 — 10,454 — 10,454
Loss for the year — — — — — — (5,243) (5,243) (786) (6,029)
Total recognised income

(loss) for the year — — — — — 10,454 (5,243) 5,211 (786) 4425
Issue of shares 18,990 60,965 - — — — - 79,955 — 79,955
Cost of issuance of shares — (2,199) — — — — — (2,199 — (2,199)
Issue of convertible notes — — — 65,167 — — — 65,167 — 65,167
Dividend paid to minority

interests — — — — — — — — (2,512 (2,572)
Deemed contribution

from (distribution to)

shareholders — — — — (163) — 163 — — —
At 31st December, 2007 78,474 58,766 2,450 65,167 — 19,123 (15,671) 208,309 71,878 286,187

The statutory surplus reserve represents enterprise development and general reserve
funds appropriated from the profit after tax of a subsidiary established in the People’s
Republic of China (the “PRC”) in accordance with the PRC laws and regulations.
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Consolidated Cash Flow Statement
For the year ended 31st December, 2007

2007 2006
Note HK3°000 HKS$’000

OPERATING ACTIVITIES
(Loss) profit before taxation (5,329) 5,011
Adjustments for:

Amortisation of toll road operation

rights 5,057 4,603
Amortisation of intangible asset 1,975 —
Depreciation of property, plant and

equipment 1,949 161
Interest expense 1,718 481
Interest income (620) (1,121)
Gain on disposal of property, plant

and equipment (36) —
Allowance for doubtful debts 104 —

Operating cash flows before

movements in working capital 4,818 9,135
Increase in trade receivables (3,220) —
(Increase) decrease in other

receivables, deposits and

prepayments (635) 1,754
Increase in trade payables 1,941 —
Increase in other payables and accrued

charges 2,880 38

Cash generated from operating
activities 5,784 10,927
Income tax paid (215) (1,866)

NET CASH GENERATED FROM
OPERATING ACTIVITIES 5,569 9,061

INVESTING ACTIVITIES

Interest received 327 214
Purchase of property, plant and

equipment (346) 2)
Proceeds from disposal of property,

plant and equipment 36 —
Acquisition of subsidiaries 31 (49,808) —
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2007 2006
Note HKS$’000 HKS$’000
NET CASH (USED IN)
GENERATED FROM INVESTING
ACTIVITIES (49,791) 212
FINANCING ACTIVITIES
Repayment to a director (1,443) (3,093)
Dividend paid to minority interests (2,572) (7,804)
Proceeds from issuance of ordinary
shares 79,955 —
Expenses on issuance of ordinary
shares (2,199) —
Repayment of borrowings (1,895) —
Borrowings raised 3,152 —
Interest paid (363) —
Finance lease charges (78) —
Repayment of obligations under
finance leases (655) —
Decrease in amount due to ultimate
holding company — (7,080)
NET CASH GENERATED
FROM (USED IN) FINANCING
ACTIVITIES 73,902 (17,977)
NET INCREASE (DECREASE)
IN CASH AND CASH
EQUIVALENTS 29,680 (8,704)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 9,678 17,865
EFFECT OF FOREIGN
EXCHANGE RATE CHANGES 669 517
CASH AND CASH EQUIVALENTS
AT END OF YEAR,
REPRESENTED BY
Bank balances and cash 40,027 9,678
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Notes to the Consolidated Financial Statements
For the year ended 31st December, 2007

1. GENERAL

The Company is incorporated in Bermuda as an exempted company with limited liability and
its shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
Its ultimate holding company is Leading Highway Limited (“Leading Highway”), a company
incorporated in the British Virgin Islands. The addresses of the registered office and principal
place of business of the Company are disclosed in the corporate information section of this annual
report.

The Company is an investment holding company. The principal activities and other details of its
subsidiaries and infrastructure joint ventures are set out in notes 38 and 20 respectively.

The consolidated financial statements are presented in Hong Kong dollars. In October 2007, The
Company acquired the entire interest of Perryville Group Limited and its subsidiaries (“Perryville
Group”) in which its main operation is located in Hong Kong. The acquisition constitutes a very
substantial acquisition for the Company. In the opinion of the Directors, the functional currency of
the Company changed from Renminbi (“RMB”) to Hong Kong dollars (“HKS”).

2. BASIS OF VALUATION OF TOLL ROAD OPERATION RIGHTS

As at 31st December, 2007, the toll road operation rights are stated at an aggregate carrying value
of $82,203,000. The directors determined the recoverable amount of the toll road operation rights,
based on a value in use calculation as at 31st December, 2007. That calculation used cashflow
projection. As the estimated recoverable amount exceeds the carrying value, the directors consider
that no impairment loss was required. The major assumption made by the directors is that the
government compensation would remain at RMB50,000 per day (approximately RMB18.25 million
per year) for the remaining useful life of the toll road operation rights. This assumption is based
on, inter alia,

. the traffic track record of the toll road from the years 2004 to 2007;

. no document nor information in relation to the change of the compensation policy, nor
any confirmation on the discontinuity of such compensation has been received as of 31st
December, 2007,

. previous legal documents from the Hangzhou City government on the approval of the toll
road operation and toll rates being charged; and

. the estimated compensation amount will be recovered from the Hangzhou City government.

As stated in note 22, at the discretion of the directors of Hangzhou Huanan Engineering
Development Co., Ltd. (‘HHED”), the amounts due from minority shareholders of HHED may be
settled by future dividends to be declared by HHED. The Group had prepared an estimated future
results of HHED to assess the recoverability of the amount. Based on the assumption as mentioned
above, HHED will remain profitable and hence, no recoverability problem on the amounts due
from minority shareholders or reversal of the deferred tax assets in respect of the repairs and
renovation costs and impairment loss on toll road operation rights were expected.
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Since, up to the approval date of these financial statements, HHED still cannot reach an agreement
with Hangzhou City government on the amount of compensation, the Group had obtained legal
opinion from the lawyer in the People’s Republic of China (excluding Hong Kong and defined as
“PRC”). As advised by the PRC lawyer, civil petition ( [ #£##Ik | ) was submitted to the PRC
court against the Hangzhou City government for judgement on the government compensation, but
the court decision is pending. The Hangzhou City government agrees the payment of government
compensation of which the amount is under negotiation.

In light of the above information provided by the management, and the action taken to recover
the government compensation, the directors are of the view that both toll road operation rights
and amounts due from minority sharcholders of HHED, and corresponding deferred tax assets are
fairly stated as at 31st December, 2007.

3. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current year, the Group has applied, for the first time, the following new standard,
amendment and interpretations (“new HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), which are effective for the Group’s financial year beginning 1st
January, 2007.

HKAS 1 (Amendment) Capital Disclosures

HKFRS 7 Financial Instruments: Disclosures

HK(IFRIC) — Int 7 Applying the Restatement Approach under HKAS 29
Financial Reporting in Hyperinflationary Economies

HK(IFRIC) — Int 8 Scope of HKFRS 2

HK(IFRIC) — Int 9 Reassessment of Embedded Derivatives

HK(IFRIC) — Int 10 Interim Financial Reporting and Impairment

The adoption of the new HKFRSs had no material effect on how the results and financial position
for the current or prior accounting periods have been prepared and presented. Accordingly, no
prior period adjustment has been required.

The Group has applied the disclosure requirements under HKAS 1 (Amendment) and HKFRS 7
retrospectively. Certain information presented in prior year under the requirements of HKAS 32
has been removed and the relevant comparative information based on the requirements of HKAS 1
(Amendment) and HKFRS 7 has been presented for the first time in the current year.

The Group has not early applied the following new and revised standards or interpretations that
have been issued but are not yet effective.

HKAS 1 (Revised) Presentation of Financial Statements'

HKAS 23 (Revised) Borrowing Costs'

HKAS 27 (Revised) Consolidated and Separate Financial Statements’
HKFRS 2 (Amendment) Vesting Conditions and Cancellations'

HKFRS 3 (Revised) Business Combinations’

HKFRS 8 Operating Segments'

HK(IFRIC)-Int 11 HKFRS 2: Group and Treasury Share Transactions’
HK(IFRIC)-Int 12 Service Concession Arrangements4

HK(IFRIC)-Int 13 Customer Loyalty Programmes’

HK(IFRIC)-Int 14 HKAS 19 — The Limit on a Defined Benefit Asset,

Minimum Funding Requirements and their Interaction*
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Effective for accounting periods beginning on or after 1st January, 2009
Effective for accounting periods beginning on or after 1st July, 2009
Effective for accounting periods beginning on or after 1st March, 2007
Effective for accounting periods beginning on or after 1st January, 2008
Effective for accounting periods beginning on or after 1st July, 2008

The adoption of HKFRS 3 (Revised) may affect the accounting for business combination for which
the acquisition date is on or after the beginning of the first annual reporting period beginning on
or after Ist July, 2009. HKAS 27 (Revised) will affect the accounting treatment for changes in
a parent’s ownership interest in a subsidiary that do not result in a loss of control, which will be
accounted for as equity transaction.

HK(IFRIC) — Int 12 sets out general principles on recognising and measuring the obligations and
related rights under service concession arrangements. The Group will apply this interpretation
from Ist January, 2008. The directors of the Company has commenced considering the potential
impact of this new interpretation but is still not yet in the position to reasonably estimate the
impact that may arise on the Group’s results and financial position. The directors of the Company
anticipate that the application of the remaining new or revised standards or interpretations will
have no material impact on the results and the financial position of the Group.

4. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared on the historical cost basis and in
accordance with Hong Kong Financial Reporting Standards issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures required by the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong Limited and by the Hong Kong
Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and
entities controlled by the Company (its subsidiaries). Control is achieved where the Company has
the power to govern the financial and operating policies of an entity so as to obtain benefits from
its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are presented separately from the
Group’s equity therein. Minority interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority’s share of changes in equity since
the date of the combination. Losses applicable to the minority in excess of the minority’s interest
in the subsidiary’s equity are allocated against the interests of the Group except to the extent that
the minority has a binding obligation and is able to make an additional investment to cover the
losses.
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Goodwill

Goodwill arising on an acquisition of a business represents the excess of the cost of acquisition
over the Group’s interest in the fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant business at the date of acquisition. Such goodwill is carried at cost less
any accumulated impairment losses.

Capitalised goodwill arising on an acquisition of a business is presented separately in the
consolidated balance sheet.

For the purposes of impairment testing, goodwill arising from an acquisition is allocated to each
of the relevant cash-generating units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, and whenever there is an indication that the unit may
be impaired. For goodwill arising on an acquisition in a financial year, the cash-generating unit to
which goodwill has been allocated is tested for impairment before the end of that financial year.
When the recoverable amount of the cash-generating unit is less than the carrying amount of the
unit, the impairment loss is allocated to reduce the carrying amount of any goodwill allocated to
the unit first, and then to the other assets of the unit pro rata on the basis of the carrying amount of
each asset in the unit. Any impairment loss for goodwill is recognised directly in the consolidated
income statement. An impairment loss for goodwill is not reversed in subsequent periods.

On subsequent disposal of the relevant cash generating unit, the attributable amount of goodwill
capitalised is included in the determination of the amount of profit or loss on disposal.

Infrastructure joint ventures

Joint venture arrangements which involve the establishment of a separate entity for investment
in and development, operation and management of toll roads and bridges and in which venturers
have joint control over the economic activity of the entity are referred to as infrastructure joint
ventures.

The Group’s infrastructure joint ventures are Sino-foreign co-operative joint ventures registered
in the PRC in respect of which the venturers’ cash/profit sharing ratios and the share of net assets
upon the expiration of the joint venture periods are predetermined in accordance with the joint
venture agreements and are in proportion to their capital contribution ratios.

The results and assets and liabilities of infrastructure joint ventures are incorporated in the
consolidated financial statements using the equity method of accounting. Under the equity method,
investments in infrastructure joint ventures are carried in the consolidated balance sheet at cost as
adjusted for post-acquisition changes in the Group’s share of the profit or loss and of changes in
equity of the infrastructure joint ventures, less any identified impairment loss. When the Group’s
share of losses of an infrastructure joint venture equals or exceeds its interest in that infrastructure
joint ventures (which includes any long-term interests that, in substance, form part of the Group’s
net investment in the jointly controlled entity), the Group discontinues recognising its share of
further losses. An additional share of losses is provided for and a liability is recognised only to the
extent that the Group has incurred legal or constructive obligations or made payments on behalf of
that infrastructure joint venture.

Where a group entity transacts with a infrastructure joint venture of the Group, unrealised
profits or losses are eliminated to the extent of the Group’s interest in the infrastructure joint
venture, except to the extent that unrealised losses provide evidence of an impairment of the asset
transferred, in which case, the full amount of losses is recognised.
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Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for services provided in the normal course of business, net of discounts.

Limousine rental services income and shuttle bus rental services income are recognised when the
related services are provided.

Revenue from the toll road operations is recognised on a receipt basis.

Interest income from a financial asset is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount.

Toll road operation rights

The toll road operation rights are recognised as an intangible asset and stated in the balance sheet
at cost less subsequent accumulated amortisation and accumulated impairment losses, if any.

Amortisation of the toll road operation rights is charged so as to write off the cost of the asset over
the unexpired term of the operation rights using the straight-line method.

Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.

Depreciation is provided to write off the cost of items of property, plant and equipment over their
estimated useful lives and after taking into account of their estimated residual value, using the
straight-line method.

Assets held under finance leases are depreciated over their expected useful lives on the same basis
as owned assets or, where shorter, the term of the relevant lease.

An item of property, plant and equipment is derecognised upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included in the consolidated income statement in
the year in which the item is derecognised.

Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are identified and recognised separately
from goodwill where they satisfy the definition of an intangible asset and their fair values can be
measured reliably. The cost of such intangible assets is their fair value at the acquisition date.
Subsequent to initial recognition, intangible assets with finite useful lives are carried at costs less

accumulated amortisation and any accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on a straight-line basis over their estimated useful lives.
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Impairment on tangible and intangible assets other than goodwill (see the accounting policy
in respect of goodwill above)

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment
loss. In addition, intangible assets with indefinite useful lives and intangible assets not yet
available for use are tested for impairment annually, and whenever there is an indication that they
may be impaired. If the recoverable amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its recoverable amount. An impairment loss
is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased
to the revised estimate of its recoverable amount, such that the increased carrying amount does
not 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.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies
other than the functional currency of that entity (foreign currencies) are recorded in the respective
functional currency (i.e, the currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the transactions. At each balance
sheet date, monetary items denominated in foreign currencies are retranslated at the rates
prevailing on the balance sheet date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of
monetary items, are recognised in profit or loss in the year in which they arise.

For the purposes of presenting the consolidated financial statements, the assets and liabilities
of the Group’s entities are translated into the presentation currency of the Group (i.e. Hong
Kong dollars) at the rate of exchange prevailing at the balance sheet date, and their income
and expenses are translated at the average exchange rates for the year, unless exchange rates
fluctuate significantly during the year, in which case, the exchange rates prevailing at the dates of
transactions are used. Exchange differences arising, if any, are recognised as a separate component
of equity (the translation reserve). Such exchange differences are recognised in profit or loss in the
year in which the foreign operation is disposed of.

Borrowing costs

All borrowing costs are recognised as and included in finance costs in the consolidated income
statement in the period in which they are incurred.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit
as reported in the consolidated income statement because it excludes items of income or expense
that are taxable or deductible in other years and it further excludes items that are never taxable or

deductible. The Group’s liability for current tax is calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.
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Deferred tax is recognised on differences between the carrying amount of assets and liabilities
in the consolidated financial statements and the corresponding tax base used in the computation
of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences, and deferred tax assets
are recognised to the extent that it is probable that taxable profits will be available against which
deductible temporary differences can be utilised. Such assets and liabilities are not recognised
if the temporary difference arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries and in a jointly controlled entity, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the year when the liability
is settled or the asset is realised. Deferred tax is charged or credited to profit or loss, except when
it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt
with in equity.

Financial instruments

Financial assets and financial liabilities are recognised on the balance sheet when a group entity
becomes a party to the contractual provisions of the instrument. Financial assets and financial
liabilities are initially measured at fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are added to or deducted from the
fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.

Financial assets
The Group’s financial assets are mainly classified as loans and receivables.
Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset
and of allocating interest income over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts (including all fees on points paid or received
that form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial asset, or, where appropriate, a shorter period.

Income is recognised on an effective interest basis for debt instruments.
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. At each balance sheet date subsequent to initial recognition,
loans and receivables (including trade receivables, other receivables, amounts due from minority
shareholders of a subsidiary and bank balances and cash) are carried at amortised cost using
the effective interest method, less any identified impairment losses. The accounting policy on
impairment loss of financial assets are set out below.
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Impairment of loans and receivables

Loans and receivables are assessed for indicators of impairment at each balance sheet date. Loans
and receivables are impaired where there is objective evidence that, as a result of one or more
events that occurred after the initial recognition, the estimated future cash flows of the loans and
receivables have been impacted.

Objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or
. default or delinquency in interest or principal payments; or
. it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

For financial assets carried at amortised cost, an impairment loss is recognised in profit or loss
when there is objective evidence that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows
discounted at the original effective interest rate.

The carrying amount is reduced by the impairment loss directly for all loans and receivables
with the exception of trade receivables, where the carrying amount is reduced through the use of
an allowance account. Changes in the carrying amount of the allowance account are recognised
in profit or loss. When trade and other receivables are considered uncollectible, it is written
off against the allowance account. Subsequent recoveries of amounts previously written off are
credited to profit or loss.

If, in a subsequent period, the amount of impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment loss was recognised, the previously
recognised impairment loss is reversed through profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are classified according to the
substance of the contractual arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the assets of the Group
after deducting all of its liabilities. Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs. The accounting policies adopted in respect of financial
liabilities and equity instruments are set out below.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash payments through the expected life of the financial

liability, or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest basis.
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Financial liabilities

Financial liabilities including trade payables, other payables and accrued charges, and secured
bank borrowings, are subsequently measured at amortised cost, using the effective interest rate
method.

Convertible notes

Convertible notes issued by the Group that contain both the liability and conversion option
components are classified separately into respective items on initial recognition. Conversion option
that will be settled by the exchange of a fixed amount of cash or another financial asset for a fixed
number of the Company’s own equity instruments is classified as an equity instrument.

On initial recognition, the fair value of the liability component is determined using the prevailing
market interest of similar non-convertible debts. The difference between the gross proceeds of the
issue of the convertible notes and the fair value assigned to the liability component, representing
the conversion option for the holder to convert the loan notes into equity, is included in equity
(convertible notes reserve).

In subsequent periods, the liability component of the convertible notes is carried at amortised cost
using the effective interest method. The equity component, representing the option to convert the
liability component into ordinary shares of the Company, will remain in convertible notes reserve
until the embedded option is exercised, in which case the balance stated in convertible notes
reserve will be transferred to share premium. Where the option remains unexercised at the expiry
date, the balance stated in convertible notes reserve will be released to the retained profits. No
gain or loss is recognised in profit or loss upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible notes are allocated to the liability and
equity components in proportion to the allocation of the gross proceeds. Transaction costs relating
to the equity component are charged directly to equity. Transaction costs relating to the liability
component are included in the carrying amount of the liability portion and amortised over the
period of the convertible notes using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct
issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets expire or,
the financial assets are transferred and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets. On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised directly in equity is recognised in profit or
loss.

Financial liabilities are derecognised when the obligation specified in the relevant contract is

discharged, cancelled or expires. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is recognised in profit or loss.
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Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

The Group as lessee

Assets held under finance leases are recognised as assets of the Group at their fair value at the
inception of the lease or, if lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the consolidated balance sheet as a finance lease
obligation. Lease payments are apportioned between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are charged directly to profit or loss.

Rentals payable under operating leases are charged to the consolidated income statement on a
straight-line basis over the terms of the relevant leases. Benefits received and receivable as an
incentive to enter into an operating lease are recognised as a reduction of rental expenses over the
lease term on a straight-line basis.

Government grants

Government grants for loss in toll receipts are recognised as income over the year necessary to
match them with the related costs. Grants related to expense items are recognised as turnover in
the same year as those expenses are charged in the consolidated income statement.

Retirement benefit costs

Payments to state-managed retirement benefit schemes and the Mandatory Provident Fund
Scheme are charged as expenses as when employees have rendered service entitling them to the
contributions.

5. KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described in note 4, the directors
of the Company are required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are considered
to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Impairment review on toll road operation rights

The Group assesses the impairment of the toll road operation rights owned by a subsidiary, HHED,
whenever events or changes in circumstances indicate that the carrying amount of the toll road
operation rights may not be recoverable. The Group has used the discounted cash flow forecast to
assess the recoverable amount of the toll road operation rights. The assumptions that the Group

considered important in the preparation of the discounted cash low forecast include the following:

. the growth in traffic volume in the forecast periods;

I-17



APPENDIX I FINANCIAL INFORMATION ON THE GROUP

. no change to the toll fee in the forecast periods;

. a daily compensation of RMB50,000 to be received from the Hangzhou City government;
and

. no significant change to the existing political, legal, rates of taxation in the PRC.

Whenever the carrying amount of the toll road operation rights exceeds its recoverable amount,
an impairment loss is recognised. The recoverable amount is the higher of the toll road operation
right’s fair value less unit costs to sell and value in use. The fair value less unit costs to sell is the
amount obtainable from the sale of the toll road operation rights in an arm’s-length transaction
while value in use is the present value of estimated future cash flows expected to arise from the
continuing operation of the toll road and from its disposal at the end of its useful life.

Settlement of the amounts due from minority shareholders of a subsidiary

As disclosed in notes 22 and 38(a), the amounts due from minority shareholders of a subsidiary
may be settled, at the discretion of the directors of HHED, by future dividends to be declared by
HHED. The Group has assessed the future operating results of HHED in estimating the timing of
future dividends. In case of any revision to the timing of future dividends, the carrying amount
will be recalculated by computing the present value of the remaining cash flows at the original
effective interest rate. Any adjustment to the carrying amount resulting from the revision to the
timing of the dividends is recognised as income or expense in profit or loss. The ability of HHED
to declare dividends in the future will also depend on the amount of government compensation to
be received in the future years. The details of the government compensation are set out in notes 8
and 16.

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-
generating units to which goodwill has been allocated. The value in use calculation requires the
Group to estimate the future cash flows expected to arise from the cash-generating unit and a
suitable discount rate in order to calculate the present value. Where the actual future cash flows
are less than expected, a material impairment loss may arise. As at 31st December, 2007, the
carrying amount of goodwill is HK$91,872,000 (2006: nil). Details of the recoverable amount
calculation are disclosed in note 18.

Expected life of the intangible asset

The Group amortises its intangible asset on a straight line basis over its estimated useful life of 10
years commencing from the date of acquisition of subsidiaries. The estimated useful life reflects
the directors’ estimate of the periods that the Group intends to derive future economic benefits
from the use of the intangible asset. The Group re-assesses the useful life of the intangible asset
on a regular basis and if the expectation differs from the original estimate, such difference will
impact the amortisation in the year in which such estimate has been changed. During the year
ended 31st December, 2007, the Group recognised amortisation of intangible asset amounting to
approximately HK$1,975,000 (2006: nil). Details of the Group’s intangible asset are set out in note
19 to the consolidated financial statements.
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Allowance for bad and doubtful debts

The policy for allowance for bad and doubtful debts of the Group is based on the evaluation of
collectability analysis of accounts and on management’s judgment. A considerable amount of
judgment is required in assessing the ultimate realization of these receivables, including the
current creditworthiness and the past collection history of each client. If the financial conditions
of client of the Group and their ability to make payments improved, reversal of allowance may be
required. During the year ended 31st December, 2007, the Group recognised allowance for bad and
doubtful debts amounting to approximately HK$104,000 (2006: nil).

6. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a
going concern while maximising the return to sharcholders through the optimisation of the debts
and equity balances. The directors of the Company consider that the capital structure of the Group
consists of net debts, which includes the borrowings net of cash and cash equivalents, and equity
attributable to equity holders of the Company comprising issued capital and reserves.

The directors of the Company review the capital structure by considering the cost of capital and
the risks associated with each class of capital. Based on recommendations of the directors, the
Group will balance its overall capital structure through payment of dividends, new share issues
and share buy backs as well as the issue of the new debt or the repayment of existing debts.

7. FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

2007 2006
HK$000 HKS$000
Financial assets
Loans and receivables including cash and cash
equivalents 106,179 58,787
Financial liabilities
Amortised cost 121,850 2,104
Obligations under finance leases 5,226 —
127,076 2,104
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(b)

Financial risk and management objectives and policies

The Group’s major financial instruments include amounts due from minority shareholders

of a subsidiary, trade receivables, other receivables, bank balances, trade payables,

other payables, bank borrowings and obligations under finance leases. Details of these

financial instruments are disclosed in respective notes. The risks associated with these

financial instruments and the policies on how to mitigate these risks are set out below. The

management manages and monitors these exposures to ensure appropriate measures are

implemented on a timely and effective manner.

Market risk

(1)

(i)

(iii)

Currency risk

The Group’s revenue from as well as assets and liabilities of the toll road operation
were denominated in RMB, the functional currency of HHED, while substantial
portion of the revenue from as well as assets and liabilities of limousine and shuttle
bus rental services were denominated in HKS, the functional currency of the
group entities that operating the limousine and shuttle bus rental services. During
the year ended 31st December, 2006, the Group’s revenue, assets and liabilities
were denominated in RMB, the functional currency of HHED and the Company.
Accordingly, the Company’s directors considered that the Group had minimal
exposure to currency risk during the year ended 31st December, 2007 and 2006.

Interest rate risk

The Group is exposed to fair value interest rate risk in relation to fixed rate
convertible notes and fixed rate obligation under finance leases and amounts due
from minority shareholders of a subsidiary.

The Group is also exposed to cash flow interest rate risk in relation to variable-rate
bank borrowings. The Group’s interest rate risk on bank balances is insignificant.
It is the Group’s policy to keep its borrowings at floating rate of interests so as to
minimise the fair value interest rate risk.

The Group does not have interest rate hedging policy. However, the management
monitor interest rate exposure and will consider hedging significant interest rate
exposure should the need arises.

The Group’s exposures to interest rate risk on financial liabilities are detailed in the
liquidity risk management section of this note. The Group’s cash flow interest rate
risk is mainly concentrated on the fluctuation of the interest rate arising from the
Group’s variable rate bank balances and variable rate bank borrowings.

Sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to
interest rates for both derivatives and non-derivative instruments at the balance
sheet date. For variable-rate bank borrowings, the analysis is prepared assuming
the amount of liability outstanding at the balance sheet date was outstanding for the
whole year. A 50 basis point increase or decrease is used when reporting interest
rate risk internally to key management personnel and represents management’s
assessment of the reasonably possible change in interest rates.
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If interest rates had been 50 basis points higher/lower and all other variables were
held constant, the Group’s loss for the year ended 31st December, 2007 would
increase/decrease by HK$139,000 (2006: nil). This is mainly attributable to the
Group’s exposure to interest rates on its variable-rate bank borrowings.

The Group’s sensitivity to interest rates has increased during the current year
mainly due to the increase in variable rate debt instruments.

Credit risk

The Group’s maximum exposure to credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties is arising from the carrying amount of
the respective recognized financial assets as stated in the consolidated balance sheet. Moreover,
for the amounts due from minority shareholders of a subsidiary, at the discretion of the directors of
HHED, it will be set off against future dividends to be declared by HHED. The details are set out
in notes 2, 22 and 38(a).

As at 31st December, 2007, the credit risk on the Group’s toll roll operation is minimal as all
of the customers paid by cash. In respect of the credit risk of the Group’s limousine and shuttle
bus services, the management of the Group has delegated a team to compile the credit and risk
management policies, to approve the credit limit and to determine any debt recovery action on
those delinquent receivables. In addition, the management reviews the recoverable amount of each
individual trade debt at each balance sheet date to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the directors of the Company consider that the
credit risk of the Group’s limousine and shuttle bus services is significantly reduced.

The credit risk on liquid funds is limited because counterparties are banks with high credit-rating
assigned by international credit-rating agencies.

Apart from the amounts due from minority shareholders of a subsidiary of which the management
of credit risk is described in note 2, the Group has no concentration of credit risk, with exposure
spread over a number of counterparties.

Liquidity risk

In the management of the liquidity risk, the Group monitors and maintains a level of cash and
cash equivalents deemed adequate by the management to finance the Group’s operations and
mitigate the effects of fluctuations in cash flows. The management monitors the utilisation of bank
borrowings and ensures compliance with loan covenants.

The Group relies on bank borrowings from bank and other financial institutions as a significant
source of liquidity. As at 31st December, 2007, the Group has available unutilised bank loan
facilities of approximately HK$10,420,000 (2006: nil).

The following table details the Group’s remaining contractual maturity for its financial liabilities.
The table has been drawn up based on the undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to pay. The table includes both interest and
principal cash flows.
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Liquidity and interest risk tables

2007

Non-derivative financial
liabilities

Trade payables

Other payables

Bank borrowings

— variable rate

Obligations under finance
leases

Convertible notes

Weighted
average
effective
interest rate
%

543

2375
10.20

Total ~ Carrying

undiscounted ~ amount

Less than 3 3-6 6-12 cash at
months months months  1-2years 2+ years flows  31/12/2007
HK$'000  HKS'000  HKS$'000  HKS$'000  HKS$'000  HKS'000  HKS'000
6,156 3 — — — 6,159 6,159
3,803 — — — — 3,803 3,803
26,493 m 1,444 1,684 — 30,343 27,830
445 446 891 1,782 2,197 5,761 5,226

595 595 1,210 4,800 124,352 131,552 84,058
37,492 1,766 3,545 8,266 126,549 177,618 127,076

The cash flow of variable interest rate instruments is based on the rate outstanding at the balance

sheet date.

Weighted Total  Carrying
average undiscounted ~ amount
effective Less than 3 3-6 6-12 cash at

interest rate months months months  1-2years 2+ years flows  31/12/2006
%  HK$'000  HKS$000  HK$000  HKS000  HKS000  HKS000  HKS$'000
2006
Non-derivative financial
liabilities
Other payables 768 — — — — 768 768
Amount due to a director 8 1,443 — — — — 1,443 1,336
2,211 — — — — 2,211 2,104
(c) Fair value
The fair value of financial assets and financial liabilities are determined as follow:
. the fair value of financial assets with standard terms and conditions and trade on

active liquid markets are determined with reference to quoted market bid prices,

and

. the fair value of other financial assets and other financial liabilities are determined

in accordance with generally accepted pricing models based on discounted cash

flow analysis using prices or rates from observable current market transactions as

inputs.

The directors consider that the carrying amounts of financial assets and financial liabilities

recorded at amortised cost in the consolidated financial statements and convertible notes

approximate their fair values.
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8. REVENUE

Revenue represents the amounts of toll receipts generated from the toll road, compensation
received from Hangzhou City government for the loss of toll receipts from automobiles registered
in Hangzhou City and amounts received and receivable for providing limousine and airport shuttle
rental services.

2007 2006

HK$’000 HK$000

Gross toll receipts 6,432 7,409
Hangzhou City government compensation (note) — 7,804
Income from limousine rental services 14,941 —
Income from airport shuttle rental services 4,007 —
25,380 15,213

Note: Pursuant to Instruction No. 197 and No. (2003) 31 issued by the Hangzhou City government
on 26th October, 2003, with effective from Ist January, 2004 that all the automobiles
registered in Hangzhou City are exempted from toll payments for the purpose of enhancing
capacity of its road networks and providing efficient services. In order to compensate
HHED for the loss of toll receipts collected from automobiles registered in the Hangzhou
City, a daily compensation of RMB50,000 was granted to HHED in the year ended
31st December, 2005. The compensation is subject to annual review by Hangzhou City
government and the compensation agreement will be evaluated year by year. The total
amount of compensation received during the year ended 31st December, 2007 was nil
(2006: HK$7,804,000). Up to the approval date of these financial statements, the amount
of remaining compensation for the year ended 31st December, 2006 and the amount of
compensation for the year ended 31st December, 2007 were under negotiation and there was
no agreement has been reached by HHED and the Hangzhou City government on the daily
compensation for the year ended 31st December, 2007. A civil petition has been submitted
to the PRC court for the judgement on the government compensation.

On 20th February, 2008, the court has raised the 1st court hearing in relation to the
government compensation as mentioned in note 2 and above. As advised by the PRC
lawyer, The Hangzhou City government has agreed that compensation will be paid to the
Group once the amount thereof is finalised.

9. BUSINESS AND GEOGRAPHICAL SEGMENTS
Business segments
For management purposes, the Group is currently organised into three operating divisions, namely,
toll road operation, limousine rental services and airport shuttle rental services. The limousine
and airport shuttle rental services divisions arose from acquisition of limousine hiring business

on 22nd October, 2007 as mentioned in note 31. These divisions are the basis on which the Group
reports its primary segment information.
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Business segments

Segment information about these businesses is presented below.

Principal activities are as follows:

Toll road operation —
Limousine rental services —

Airport shuttle rental services —

(D)

Consolidated income statement

Kong

For the year ended 31st December, 2007

management and operation of a toll road in the PRC
provision of limousine rental services in Hong Kong

provision of airport shuttle rental services in Hong

2007 2006
Limousine Airport
Toll road rental shuttle rental Toll road
operation services services Consolidated  operation ~Consolidated
HKS'000 HKS'000 HKS$'000 HKS$000 HKS$'000 HKS$'000
Revenue
Segment revenue 6,432 14,941 4,007 25,380 15,213 15,213
Result
Segment results (2,785) 119 524 (2,142 6,908 6,908
Unallocated revenue 719 1,147
Unallocated expenses (2,188) (2,563)
Finance costs (1,718) (481)
(Loss) profit before taxation (5,329) 5,011
Income tax expense (700) (1,142)
(Loss) profit for the year (6,029) 3,869
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) Consolidated balance sheet
As at 31st December, 2007
2007 2006
Limousine Airport
Toll road rental  shuttle rental Toll road
operation services services Consolidated  operation ~ Consolidated
HKS'000 HKS'000 HKS$000 HKS$000 HKS$000 HKS$000
Segment assets 83,067 233,067 27476 343,610 82,110 82,110
Amounts due from minority
shareholders of
a subsidiary 52,674 48,872
Other unallocated assets 46,091 13,726
Consolidated total assets 442,375 144,708
Segment liabilities 1,526 6,816 5,393 13,735 1,746 1,746
Unallocated liabilities 142,453 1,551
Consolidated total liabilities 156,188 3297
3) Other information:
Year ended
Year ended 31st December,
31st December, 2007 2006
Airport
Limousine shuttle
Toll road rental rental Toll road
operation services services Consolidated operation
HKS$000 HKS'000 HK$000 HKS'000 HKS$'000
Additions of property, plant and
equipment 245 500 — 745 2
Additions of property, plant
and equipment through
acquisition of subsidiaries — 51,727 23 51,750 —
Additions of goodwill and
intangible asset — 181,833 12,991 194,824 —
Depreciation of property, plant
and equipment 129 1,820 — 1,949 161
Amortisation of toll road
operation rights 5,057 — — 5,057 4,603
Amortisation of intangible asset — 1,726 249 1,975 —
Gain on disposal of property,
plant and equipment — 36 — 36 —
Allowance for doubtful debts — 104 — 104 —

Geographical segments

The Group’s toll road operation is located in the PRC and the limousine and airport shuttle rental

services are mainly located in Hong Kong.
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10.

The following table provides an analysis of the Group’s revenue by geographical market, based on

location of customers, irrespective of the origin of the services:

2007
The PRC Hong Kong Consolidated
HK3$’000 HK3$’000 HK$°000
Segment revenue 6,947 18,433 25,380

2006
The PRC
HKS$’000

15,213

The following is an analysis of the carrying amount of segment assets, and additions to property,

plant and equipment and intangible assets, analysed by geographical area in which the assets are

located:
2007 2006
The PRC Hong Kong Consolidated The PRC
HK$’000 HK$’000 HK3$’000 HKS$°000
Segment assets 158,233 185,377 343,610 82,110
Additions of property, plant and
equipment 245 500 745 2
Additions of property, plant
and equipment through
acquisition of subsidiaries — 51,750 51,750 —
Additions of goodwill and
intangible asset 75,166 119,658 194,824 —
FINANCE COSTS
Finance costs represent:
2007 2006
HK$’000 HK$°000
Effective interest expense on convertible notes (note 27) 1,170 —
Imputed interest on amount due to ultimate holding — 259
company
Imputed interest on amount due to a director 107 222
Interest on bank borrowings wholly repayable within 363 —
five years
Finance leases 78 —
1,718 481
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11.

INCOME TAX EXPENSE

2007 2006
HK$’000 HKS$000

PRC Enterprise Income Tax:
Current year 74 872
Underprovision in prior years — 51
74 923

Deferred tax:

Current year (note 29) 626 219
700 1,142

PRC Enterprise income tax has been provided at the prevailing rate of 18% (2006: 18%) on the
estimated assessable profit applicable to the Company’s subsidiary established in the PRC. On
16th March, 2007, the PRC promulgated the Law of the PRC on Enterprise Income Tax (the “New
Law”) by Order No. 63 of the President of the PRC. On 6th December, 2007, the State Council of
the PRC issued Implementation Regulations of the New Law. The New Law and Implementation
Regulations will change the tax rate from 18% to 25% progressively in next few years.

For the year ended 31st December 2007, no tax is payable on the profit for the year arising in Hong
Kong since the assessable profit is wholly absorbed by tax losses brought forward. During the year
ended 31st December, 2006, no provision for Hong Kong Profits Tax has been made as the Group’s
income neither arises in, nor is derived from Hong Kong.

The expense for the year can be reconciled to the (loss) profit per the consolidated income
statement as follows:

2007 2006

HKS$000 HK$°000

(Loss) profit before taxation (5,329) 5,011
Tax at the domestic income tax rate of 17.5% (2006:18%)

(Note) (933) 902
Tax effect of expenses not deductible for tax purposes 1,027 357
Tax effect of income not taxable for tax purposes (115) (168)
Underprovision in respect of prior years — 51
Tax effect of tax loss not recognised 683 —
Effect of different tax rates of subsidiaries operating in

other jurisdictions 38 —
Tax charge for the year 700 1,142

Note: The domestic income tax rate represents the statutory tax rate of the major group
companies.
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12.

(LOSS) PROFIT FOR THE YEAR

(Loss) profit for the year has been arrived at after
charging:

Amortisation of toll road operation rights (included in
direct costs)

Amortisation of intangible asset (included in direct
costs)

Depreciation

Total amortisation and depreciation

Auditor’s remuneration
Allowance for doubtful debts
Repairs and renovation costs
Exchange loss

Staff costs:

Directors’ emoluments (note 13)
Retirement benefit scheme contributions
Other staff costs

Total staff costs

Operating lease rentals in respect of office premises

After crediting:

Interest income

Imputed interest income on amounts due from minority
shareholders of a subsidiary

Total interest income

Gain on disposal of property, plant and equipment
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2007 2006
HKS$000 HK$°000
5,057 4,603
1,975 —
1,949 161
8,981 4,764
1,000 420
104 —
226 226
213 —
376 310
705 561
6,532 1,951
7,613 2,822
733 34
327 214
293 907
620 1,121
36 —
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13. DIRECTORS AND EMPLOYEES’ EMOLUMENTS
@) Directors’ emoluments

The emoluments paid or payable to each of the eight (2006: seven) directors were as

follows:
Au-
Cheng Yeung Lau
Cheng Yu Wing Tsan Wong Kwok
Yung Sui See, Luo Pong, Fung Chu Kuen,
Pun Chuen  Nathalie ~ ZhiJian Davie  Ka Choi Fung Eddie Total
HKS'000  HK$'000  HKS'000  HKS$'000 HKS'000 HK$'000 HKS'000  HKS'000  HKS'000
2007
Fees 55 55 52 52 55 55 52 — 376
2006
Fees 50 50 50 10 50 50 50 N/A 310

No director waived any emoluments during the two years ended 31st December, 2007.
(ii) Five highest paid individuals
During the year, the five highest paid individuals did not include any director of

the Company (2006: included one director whose emolument are set out above). The
emoluments for the five (2006: four) highest paid individuals of the Group were as follows:

2007 2006

HKS$°000 HK$000

Salaries and other benefits 767 431
Contribution to retirement benefit scheme 2 —
Performance related incentive payments 295 8
1,064 439

14. DIVIDEND

No dividend was paid or proposed during 2007, nor has any dividend been proposed since the
balance sheet date (2006: nil).
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15.

16.

(LOSS) EARNINGS PER SHARE

The calculation of the basic (loss) earnings per share is based on the (loss) earnings for the year
attributable to equity holders of the Company of HK$5,243,000 (2006: earnings of HK$1,000,000)

and on 679,478,000 (2006: 594,838,000) shares in issue.

The computation of diluted loss per share for the year ended 31st December, 2007 does not assume

the conversion of the Company’s outstanding convertible notes since their exercise would result in

a decrease in loss per share for the year ended 31st December, 2007.

No diluted earnings per share was presented for the year ended 31st December, 2006 as the

Company had no dilutive potential ordinary shares.

TOLL ROAD OPERATION RIGHTS

COST

At 1st January, 2006
Exchange adjustment

At 31st December, 2006
Exchange adjustment

At 31st December, 2007

AMORTISATION AND IMPAIRMENT

At 1st January, 2006
Exchange adjustment
Charge for the year

At 31st December, 2006
Exchange adjustment
Charge for the year

At 31st December, 2007
CARRYING VALUES

At 31st December, 2007

At 31st December, 2006
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118,630
4,745

123,375
8,859

132,234

35,810
1,548
4,603

41,961
3,013
5,057

50,031

82,203
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The toll road operation rights represent the concession rights over a toll road in Hangzhou (the
“Hangzhou Toll Road”) for 30 years, starting from 4th April, 1994 up to 3rd April, 2024, and carry
the entitlement to the tolls from traffic running from Fuyang City to Hangzhou City, Zhejiang
Province, the PRC. The toll road operation rights are owned by HHED. The land use rights of the
toll road remained the property of the PRC government of Zhejiang Province. The Hangzhou Toll
Road is a dual-2-lane national highway between Hangzhou City and Fuyang City with designated
speed of 100km/h. Tolls are collected for all travel from Fuyang City to Hangzhou City. The
toll road operation rights are amortised on a straight-line basis over the period from the date of
acquisition to the date of cessation of the rights of approximately 22 years.

In January 2005, HHED entered into an agreement with the Hangzhou City government that a
daily compensation of RMBS50,000 for the loss of toll receipts for the year ended 31st December,
2005. The compensation is subject to annual review by Hangzhou City government and the
agreement will be evaluated year by year. Up to the approval date of these consolidated financial
statements, the amount of compensation for the years ended 31st December, 2006 and 2007, other
than amount already received during the year ended 31st December, 2006, is under negotiation and
no further agreement on the daily compensation has been entered into by HHED and the Hangzhou
City government. Details of the compensation received by the Group during the year ended 31st
December, 2006 and 2007 are set out in note 8.

The Group’s toll road operation rights as at 31st December, 2006 were valued by Vigers Appraisal
& Consulting Limited (“Vigers”) at market value using an income approach. According to the
valuation report, no impairment on the toll road operation rights was required to be made. Vigers
is not connected with the Group.

At 31st December, 2007, management of the Group determined that there was no impairment on the
toll road operation rights. The recoverable amount of the toll road operation rights was determined
based on a value in use calculation. That calculation used cash flow projections based on financial
budgets approved by management covering a 5 year period and extrapolates cash flows for the
remaining years up to 3rd April 2024 using zero growth rate. Management estimates a discount
rate of 9.64% (2006: 9.64%). The major assumption made by the directors is that the government
compensation would remain at RMB50,000 per day (approximately RMB18.25 million per year) for
the remaining useful life of the toll road operation rights. This assumption is based on, inter alia,

. the traffic track record of in the toll road from the years 2004 to 2007;
. no document nor information in relation to the change of the compensation policy, nor
any confirmation on the discontinuity of such compensation has been received as of 31st

December, 2007,

. previous legal documents from the Hangzhou City government on the approval of the toll
road operation and toll rates being charged; and

. the estimated compensation amount will be recovered from the Hangzhou City government.
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17. PROPERTY, PLANT AND EQUIPMENT

Furniture,
Leasehold  fixtures and Motor
improvements equipment vehicles Total
HKS$000 HKS$000 HKS$000 HKS$000
COST
At 1st January, 2006 — 443 831 1,274
Exchange adjustment — 18 33 51
Additions — 2 — 2
At 31st December, 2006 — 463 864 1,327
Exchange adjustment — 35 176 211
Acquired on acquisition of
subsidiaries 240 245 51,265 51,750
Additions 51 295 399 745
Disposals — 3) — 3)
At 31st December, 2007 291 1,035 52,704 54,030
ACCUMULATED
DEPRECIATION
At 1st January, 2006 — 169 507 676
Exchange adjustment — 8 23 31
Provided during the year — 52 109 161
At 31st December, 2006 — 229 639 868
Exchange adjustment — 18 50 68
Provided during the year 15 79 1,855 1,949
Disposals — 3) — 3)
At 31st December, 2007 15 323 2,544 2,882
CARRYING VALUES
At 31st December, 2007 276 712 50,160 51,148
At 31st December, 2006 — 234 225 459

The above items of property, plant and equipment are depreciated on a straight-line basis at the
following rates per annum after taking into account of residual value.

Leasehold improvements 25%
Furniture, fixtures and equipment 20%-25%
Motor vehicles 10%-20%

At 31st December, 2007, the Group pledged the motor vehicles having a carrying value of
approximately HK$33,476,000 (2006: nil) to secure general banking facilities granted to certain
subsidiaries of the Group.

The net book value of motor vehicles includes an amount of HK$5,962,000 (2006: nil) in respect of
assets held under finance leases.
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18. GOODWILL AND IMPAIRMENT TESTING ON GOODWILL

2007
HK$°000

CARRYING AMOUNTS
Arising on acquisition of subsidiaries (note 31) and at 31st December, 2007 91,872

As explained in note 9, the Group uses business segments as its primary segment for reporting
segment information. The goodwill arising on acquisition is attributable to the anticipated
profitability of the Group in the business of limousine and airport shuttle rental services, details of
which is set out in note 31. For the purposes of impairment testing, goodwill has been allocated to
the following cash generating units (“CGUs”).

HKS$’000

Airport shuttle rental services in Hong Kong (“Unit A”) 10,621
Limousine rental services in Hong Kong (“Unit B”) 6,085
Limousine rental services in the PRC (“Unit C”) 75,166
91,872

At 31st December, 2007, management of the Group determined that there was no impairment of
any of its CGUs containing goodwill.

The basis of the recoverable amounts of the above CGUs and their major underlying assumptions
are summarized below:

Unit A

The recoverable amount of this unit was determined based on a value in use calculation. That
calculation used cash flow projections based on financial budgets approved by management
covering a five-year period and extrapolates cash flow using zero growth rate. The management
estimates a discount rate of 11%. Other key assumptions for the value in use calculation relating
to the estimation of cash inflows/ outflows which include budgeted revenue and gross margin is
based on the unit’s past performance and management estimation.

Unit B

The recoverable amount of this unit was determined based on a value in use calculation. That
calculation used cash flow projections based on financial budgets approved by management
covering a five-year period and extrapolates cash flow using zero growth rate. The management
estimates a discount rate of 11%. Other key assumptions for the value in use calculation relating to
the estimation of cash inflows/ outflows which include budgeted revenue and gross margin, capital
expenditure, are based on the unit’s past performance and management estimation.
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19.

20.

Unit C

The recoverable amount of this unit was determined based on a value in use calculation. That
calculation used cash flow projections based on financial budgets approved by management
covering a five-year period and extrapolates cash flow using zero growth rate. The management
estimates a discount rate of 19%. Other key assumptions for the value in use calculation relating
to the estimation of cash inflows/ outflows which include budgeted revenue, estimated number of
customers, charge rate per trip, direct operating costs, capital expenditure, finance arrangement of
capital expenditure and interest expense are based on the management best estimation.

INTANGIBLE ASSET

Customer
Base
HK$000
COST
Acquired on acquisition of subsidiaries (note 31) and at 31st December, 2007 102,952
AMORTISATION
Charge for the year and at 31st December, 2007 1,975

CARRYING VALUES
At 31st December 2007 100,977

The intangible asset represents the customer base of Perryville Group arising from the acquisition
of the Perryville Group in October 2007. According to HKFRS 3 “Business Combinations”, the
acquirer shall recognise the acquiree’s assets, liabilities and contingent liabilities which include
intangible assets at the acquisition date. The fair value of the intangible asset of the customer base
on date of the completion of the acquisition was determined based on a valuation performed by an
independent valuer, Vigers. Vigers is not connected with the Group. The valuation was determined
based on a cash flow projection arising from the business to be generated from those customers of
the Perryville Group existed on the acquisition date.

The intangible asset has definite useful life and is amortised on a straight-line basis over its
expected life of 10 years.

INTERESTS IN INFRASTRUCTURE JOINT VENTURES

2007 2006
HKS$000 HKS$000

Cost of investment — —
Share of post-acquisition profits — —

According to the Restructuring Agreement completed on 17th September, 2002, the Group
acquired the infrastructure joint ventures at nil consideration. The toll road and toll bridge in each
of the infrastructure joint ventures have performed substantially below expectations. Against this
background, it was considered that the fair value of these assets estimated with reference to the
cash flow projections of the toll roads and toll bridges is negligible.
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As at 31st December, 2007 and 2006, the Group had interests in the following infrastructure joint

ventures:
Proportion

Place of ownership Proportion

incorporation or  Issued and interest held  of voting
Name of establishment/ fully paid by the Group  power held by
infrastructure joint venture  operations registered capital  Indirectly the Company  Principal activities
UM ERER LR AR AT PRC RMB65,556,000 45% 45% Operation of toll road
Shanxi Xiangyi Road & Bridge and bridge

Construction Ltd.

TR A A PRC RMB31,204,000  45% 45% Operation of toll road
Shanxi Linhong Road & Bridge and bridge

Construction Ltd.

kesk

The infrastructure joint ventures are Sino-foreign co-operative joint ventures and are
formed with an independent Hong Kong partner (“HK Partner”) and an independent
PRC partner (“PRC Partner”) for a period of 20 years commencing from 13th November,
1997. The Group, HK Partner and PRC Partner each has a 45%, 10% and 45% interests
respectively in each joint venture’s registered capital.

In accordance with the articles of each of the joint venture agreements of the respective

infrastructure joint ventures, no distribution to the joint venture partners will be made until the

loans obtained and related interest payable by the infrastructure joint ventures have been fully

repaid.

below:

(@

(b)

The distribution will then be applied in the following orders and on the basis described

The distribution will firstly be made in the proportion of 57.27%, 12.73% and 30%
respectively to the Group, HK Partner and PRC Partner respectively until the Group and
HK Partner have recovered in full amount of the respective capital contributed by them to
the respective joint ventures;

Subsequently, the distribution will be made in the proportion of 24.55%, 5.45% and 70%
to the Group, HK Partner and PRC Partner respectively until the PRC Partner has also

recovered the total capital contribution by itself to the respective joint ventures; and

Thereafterwards, the distribution will be based on the percentage of capital contributed by
the respective joint venture partners in the joint ventures.
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21.

The Group has discontinued recognition of its share of losses of the above infrastructure joint
ventures. The management accounts of unrecognised share of these infrastructure joint ventures,
both for the year and cumulatively, are as follows:

2007 2006
HKS$'000 HK$'000
Unrecognised share of profit /(losses) of jointly
controlled entities for the year 791 (1,659)
Accumulated unrecognized share of losse