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DEFINITIONS

In this circular, the following expressions have the following meanings unless the context requires

otherwise:

“AGM”

“Audit Bureau”

“Board”

“Bye-Laws™’

“Clearance Budget”

“Company”

“Concession Agreement ~

“Construction Work-Controlled

Amount”

“Director(s)”

“DP International”

“GrOup”

the annual general meeting of the Company to be convened and
held at Picasso Room, B1 Level, InterContinental Grand Stanford
Hong Kong, 70 Mody Road, Tsimshatsui East, Kowloon, Hong
Kong on Friday, 13 May 2016 at 11:00 a.m. (or any adjournment
thereof)

the Specialised Bureau for the Audit of Government Investments of
the Audit Bureau of Shenzhen

the board of Directors

bye-laws of the Company, as amended and/or supplemented from
time to time

the project estimates in relation to the Outer Ring Section A as
endorsed by the Shenzhen Municipal Development and Reform
Commission prior to the completion of construction works

Shenzhen International Holdings Limited, a company incorporated
in Bermuda with limited liability, the shares of which are listed on
the Stock Exchange

the concession contract in connection with Outer Ring Section A
entered into between the Transport Commission and Outer Ring
Company on 18 March 2016

the basis for calculating the bonuses or penalties for construction
costs control based on the Clearance Budget and subject to
adjustments in the event of changes in the prices of major raw
materials and changes in the construction works in accordance with
the specific terms of the Joint Investment and Construction
Agreement (the final amounts of such adjustments being subject
to the audit result of the Audit Bureau)

the director(s) of the Company
DP International Appraisal Limited (VRIITEIEAS B & = P A

FRZY D), a qualified independent valuer engaged in valuation in the
PRC

the Company and its subsidiaries
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“Guangdong Traffic”

“HK$”

“Hong Kong”

“Independent Third Party/Parties”

“Joint Investment and Construction
Agreement”

“Latest Practicable Date”

“Listing Rules”

“Outer Ring Company”

“Outer Ring Expressway (Shenzhen

Section)”

“Outer Ring Section A”

“PPP model”

“PRC”

“PWC”

“RMB”

Guangdong Province Communications Planning & Design Institute
Co., Ltd. (AR & ZEHM H B atbF 7 Be B AR~ Fl), an
independent traffic consultant in the PRC

Hong Kong Dollar, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the People’s
Republic of China

individuals or companies independent from the Company and its
connected persons (as defined in the Listing Rules)

the joint investment and construction agreement entered into among
SZCDGC, SZ Expressway and Outer Ring Company in connection
with the Outer Ring Section A on 18 March 2016

21 April 2016, being the latest practicable date prior to the printing
of this circular for ascertaining certain information herein

the Rules Governing the Listing of Securities on the Stock
Exchange

Shenzhen Outer Ring Expressway Investment Company Limited
(G INR m B A B PCE A PR A)), a limited liability company
incorporated in the PRC and a wholly-owned subsidiary of SZ
Expressway

the Shenzhen Section of Shenzhen Outer Ring Expressway

the Shenzhen Section of Shenzhen Outer Ring Expressway (Coastal
Expressway — Shenshan Expressway Section)
Public-Private-Partnership, a partnership formed between the
government and private entities based on the concession
agreement for the purpose of constructing urban infrastructure or
providing public goods and services

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

PricewaterhouseCoopers

Renminbi, the lawful currency of the PRC
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“SFO” Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)
“SGM” the special general meeting of the Company to be held at Picasso

Room, B1 Level, InterContinental Grand Stanford Hong Kong, 70
Mody Road, Tsimshatsui East, Kowloon, Hong Kong on Friday, 13
May 2016 at 11:15 a.m. immediately following the AGM (or any
adjournment thereof), a notice of which is set out on pages SGM-1
to SGM-2 of this circular

“Shareholder(s)” holder(s) of the shares of the Company
“Stock Exchange” The Stock Exchange of Hong Kong Limited
“SZCDGC” Shenzhen SEZ Construction and Development Group Co., Ltd. (%

YT e o g a4 R AL B A BRA H)), a limited liability company
incorporated in the PRC

“SZ Expressway” Shenzhen Expressway Company Limited, a joint stock limited
company incorporated in the PRC with limited liability, the H
shares of which are listed on the Stock Exchange and the A shares
of which are listed on the Shanghai Stock Exchange

“SZ Expressway Group” SZ Expressway and its subsidiaries

“Transport Commission” the Transport Commission of Shenzhen Municipality (I3
I B )

Notes:

In this circular, certain English names are translation of their Chinese names, and are included herein for

identification purpose only. In the event of any inconsistency, the Chinese names shall prevail.

In this circular, conversion of RMB into HK$ is based on the exchange rate of HK$1.00 to RMBO0.83. The exchange
rates have been used, where applicable, for the purposes of illustration only and do not constitute a representation that any
amounts were or may have been exchanged at this or any other rates or at all.
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(1) MAJOR TRANSACTION

IN RELATION TO

THE CONCESSION AGREEMENT AND
THE JOINT INVESTMENT AND CONSTRUCTION AGREEMENT
RELATING TO SHENZHEN OUTER RING EXPRESSWAY SECTION A

(2) PROPOSAL FOR APPOINTMENT OF NEW AUDITOR

(3) NOTICE OF THE SGM

The purpose of this circular is to provide you with, among other things, (i) further details of the

Concession Agreement and the Joint Investment and Construction Agreement; (ii) other information required

under the Listing Rules; (iii) information regarding the proposed appointment of a new auditor of the

Company; and (iv) notice of the SGM.
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MAJOR TRANSACTION IN RELATION TO THE CONCESSION AGREEMENT AND THE JOINT
INVESTMENT AND CONSTRUCTION AGREEMENT RELATING TO SHENZHEN OUTER RING
EXPRESSWAY SECTION A

Reference is made to the joint announcement dated 18 March 2016 published by the Company and SZ
Expressway in relation to, among other things, the Concession Agreement and the Joint Investment and
Construction Agreement.

INTRODUCTION

On 18 March 2016, Outer Ring Company, a wholly-owned subsidiary of SZ Expressway (a 50.889%-
owned subsidiary of the Company), entered into the Concession Agreement with the Transport Commission,
pursuant to which the Transport Commission conditionally agreed to grant concession rights in respect of
Outer Ring Section A (including the right to invest in Outer Ring Section A and collect vehicle tolls) to
Outer Ring Company while Outer Ring Company agreed to hand over Outer Ring Section A to the
Transport Commission or its designated organisation upon the expiration of the concession period for Outer
Ring Section A or early termination of the concession rights by the government.

On the same date, SZ Expressway, Outer Ring Company and SZCDGC entered into the Joint
Investment and Construction Agreement, pursuant to which, SZ Expressway, Outer Ring Company and
SZCDGC will jointly invest in or arrange financing for the construction of Outer Ring Section A, while
Outer Ring Company shall act as the entity for the construction and operation of Outer Ring Section A and
be fully in charge of the operation and management of construction, toll collection, facilities, road assets,
finance, etc. SZ Expressway shall be entrusted to manage the construction of Outer Ring Section A.

THE CONCESSION AGREEMENT
Date

18 March 2016
Parties

The Transport Commission and Outer Ring Company

The Transport Commission is the competent authority under the Shenzhen Municipal Government
overseeing the transport industry. It is primarily responsible for policy formulation, development planning,
supervision and coordination in relation to the transport industry of Shenzhen, as well as the construction,
maintenance and management of relevant facilities. To the best of the knowledge, information and belief of

the Directors, having made all reasonable enquiries, the Transport Commission is a government body and an
Independent Third Party.
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The concession rights
The scope of the concession rights:

Pursuant to the Concession Agreement, the Transport Commission agrees to grant sole and exclusive
concession rights to Outer Ring Company, which shall be valid and exclusive to Outer Ring Company
throughout the entire concession period. The said concession rights shall include:

(1)  The right to invest in, design and construct Outer Ring Section A;

(2)  The right to operate and manage Outer Ring Section A;

(3)  The right to collect toll for vehicle passage;

(4)  The right to operate service facilities in designated areas along Outer Ring Section A; and
(5)  The right to operate advertising space in designated areas along Outer Ring Section A.

The district governments or new district administration committees of districts along Outer Ring
Section A are responsible for land consolidation, including but not limited to land inspection, registration of
land-use right, requisitioning and demolition of buildings, compensation, resumption of land-use right and
surface clear-up, which allows the construction site of the project (including the permanent site and the
temporary site) to be in the conditions suitable for delivery and use. The land-use right pertaining to Outer
Ring Section A is vested in of the Shenzhen Municipal Government, which authorises Outer Ring Company
to use the site of Outer Ring Section A for nil consideration during the concession period and to be engaged
in the lawful construction and operation of Outer Ring Section A in accordance with the relevant plan.

The concession period:

The concession period of Outer Ring Section A shall comprise the construction period and the
operation period:

The construction period: 38 months, from the date of commencement of construction as
recorded on the construction permit for Outer Ring Section A. In case
of any delay in work schedules caused by delays in land consolidation
by competent government authorities, design alteration which are not
initiated by Outer Ring Company, force majeure, etc., the construction
period shall be extended subject to the final approval of competent
government authorities. In case of delay in work schedules of Outer
Ring Section A caused by faults attributable to Outer Ring Company, it
shall be liable to pay a penalty to the Transport Commission depending
on the situation of such delay with the maximum amount of penalty
not exceeding RMBS5 million (approximately HK$6.02 million).
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The operation period: 25 years. The operation period shall commence on the next day
following the date of inspection and acceptance of work upon delivery.
The specific dates of the toll period shall be stipulated in the toll
approval documents for Outer Ring Section A.

The Transport Commission may terminate the concession rights at an earlier date on the grounds of
social and public interests, in which case fair and reasonable compensation shall be paid to Outer Ring
Company in accordance with the law. The compensation shall cover the projected income that Outer Ring
Company should have earned during the remaining concession period. In determining whether such
compensation is fair and reasonable, the Group will consider the value of the concession rights of Outer
Ring Section A for the remaining concession period, taking into account factors including the traffic flow of
Outer Ring Section A, operating and policy environment and maturity of the project. Independent traffic
consultant and independent valuer will also be engaged to make projections on the traffic flow and toll
revenue and appraise the value of the operating right of Outer Ring Section A for the remaining concession
period respectively. Other relevant fair and reasonable methodologies may also be considered at the time.
The Company would comply with applicable Listing Rules in the event of early termination of the
concession period in the future.

Upon the expiration of the concession period, Outer Ring Company shall hand over Outer Ring
Section A and its ancillary facilities (including the toll stations, administration centre, mechanical and
electrical facilities and service areas) in sound operating and maintenance conditions to the Transport
Commission or its designated organisation for nil consideration. In the event of early termination of the
concession period, the handover of Outer Ring Section A shall be subject to payment of fair and reasonable
compensation to Outer Ring Company in respect of the concession rights, the amount of which shall be
negotiated between the Transport Commission and Outer Ring Company.

Transfer of the concession rights:

The Transport Commission shall not transfer the Concession Agreement and any rights or obligations
thereunder without the prior agreement of Outer Ring Company in writing.

Outer Ring Company shall not transfer the concession rights under the Concession Agreement. In the
event that SZ Expressway transfers any part of the equity interests in Outer Ring Company, such transfer
shall be subject to approval or registration in accordance with pertinent national regulations. Such transfer
shall require the prior approval of the Transport Commission if it results in SZ Expressway ceasing control
of Outer Ring Company.

Pledge of the concession rights:

During the concession period, Outer Ring Company may pledge the toll collection right of Outer Ring
Section A as permissible under applicable laws and regulations, and may pledge, assign and lease the
earning right of other operating items of Outer Ring Section A, provided that the term of which shall not
outlast the concession period under the Concession Agreement.
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During the construction period of Outer Ring Section A, Outer Ring Company shall not provide any

guarantees to third parties, including guarantees in any form in respect of its shareholders’ debt (save for

counter-guarantees provided by Outer Ring Company required under guarantees provided by SZ Expressway

for the debts of Outer Ring Company), and it shall not assume any debts of SZ Expressway.

During the construction period of Outer Ring Section A, bank loans obtained by pledging, assigning

or leasing interests under the Concession Agreement must be applied to Outer Ring Section A in full.

Construction funds raised by Outer Ring Company through bank loans must also be applied to the

construction works of Outer Ring Section A.

Other major rights and obligations of the Transport Commission

Other major rights and obligations of the Transport Commission include:

ey

@)

3

To assist district governments or new district administration committees of districts along
Outer Ring Section A with land consolidation and deliver land sites for construction work to
Outer Ring Company according to confirmed plans;

To assist, to the extent of its scope of authority and jurisdiction, Outer Ring Company in
obtaining necessary approvals and permissions in respect of the design, construction, operation,
maintenance and management of Outer Ring Section A; and

To procure the construction, operation and maintenance of roads and other infrastructure
facilities linked to Outer Ring Section A in a timely manner in coordination with relevant
departments or units.

Other major rights and obligations of Outer Ring Company

Other major rights and obligations of Outer Ring Company include:

ey

@)

3)

To accept the supervision and inspection by the Transport Commission in respect of the
financing and tender activities relating to and the construction and operational management of
Outer Ring Section A, and to accept audit of Outer Ring Section A by government audit
authorities in accordance with the law;

To raise full funds required by the construction, operation and maintenance of Outer Ring
Section A and to ensure completion of the construction of Outer Ring Section A as scheduled;
and

To ensure compliance of Outer Ring Section A with relevant requirements in terms of
prospecting design, project construction, inspection and acceptance upon delivery, inspection
and acceptance upon completion, operation and toll collection, repair and maintenance, road
administration, traffic administration, financial management and project delivery.
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Other major provisions

During the concession period, if the Transport Commission deems it necessary for the interests of the
public to build additional interchanges, driveways, toll stations and toll passages, through new construction
or reconstruction works, beyond the scale of the original planning, requisite approvals must be sought and
relevant costs shall be borne by the Transport Commission which may entrust Outer Ring Company to
undertake the construction works on its behalf.

In the event of default by any party to the Concession Agreement, the demand for correction or
rectification, payment of default penalty, work postponements and/or termination or revocation of the
Concession Agreement may arise. In the event that the Concession Agreement requires to be terminated or
revoked, the parties to the Concession Agreement shall jointly appoint a qualified appraiser to conduct an
appraisal of the amount of investment made by Outer Ring Company, the conditions of Outer Ring Section
A and the remaining concession period (if any). In the event of default by Outer Ring Company, the
Transport Commission shall acquire Outer Ring Section A from Outer Ring Company at a consideration
equivalent to 80% of the appraised value. In the event of default by the Transport Commission, the
Transport Commission shall pay compensation based on the appraised value and compensation equivalent to
20% of the appraised value shall be payable.

Pre-conditions to the Concession Agreement

The Concession Agreement shall be conditional upon the following: (i) obtaining all necessary and
proper approvals and authorisations for the transactions under the Concession Agreement by the parties to
the Concession Agreement, including but not limited to authorisation of the Shenzhen Municipal People’s
Government and respective approvals of the Shareholders and the shareholders of SZ Expressway; and (ii)
the Joint Investment and Construction Agreement coming into effect.

THE JOINT INVESTMENT AND CONSTRUCTION AGREEMENT
Date

18 March 2016
Parties

SZCDGC, SZ Expressway and Outer Ring Company

SZCDGC is a limited company incorporated in the PRC principally engaged in the integrated
development of parks and zones, urban unit development, construction of major urban infrastructure
facilities, old town conversion and construction of social security houses, and it is the provider of the funds
pooled by the government, which is arranged by the Shenzhen Municipal Government. To the best of the

knowledge, information and belief of the Directors, having made all reasonable enquiries, SZCDGC and its
ultimate beneficial owner are Independent Third Parties.
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Joint investment in and construction of Outer Ring Section A

In accordance with Joint Investment and Construction Agreement, SZ Expressway and SZCDGC shall
jointly invest funds in Outer Ring Company. Outer Ring Company shall utilize the funds invested by SZ
Expressway and SZCDGC or arrange financing for the construction of Outer Ring Section A. SZ
Expressway and Outer Ring Company shall in aggregate invest funds or arrange financing with an amount
of RMB6.5 billion (approximately HK$7.8 billion), while the balance amount to be contributed by
SZCDGC.

According to the approval by Guangdong Provincial Transport Department, the preliminary design
estimates of Outer Ring Section A amount to approximately RMB20.6 billion (approximately HK$24.8
billion), comprising land consolidation costs of approximately RMB5.4 billion (approximately HK$6.5
billion) and construction costs of approximately RMB15.2 billion (approximately HK$18.3 billion). Such
costs are subject to the audit or finalization by the relevant government authorities, prior to which the
preliminary design estimates approved by Guangdong Provincial Transport Department shall be adopted for
the time being as the basis for calculation. Hence, the amount of investment to be contributed by SZCDGC
is tentatively determined at approximately RMB14.1 billion (approximately HK$17.0 billion).

Of the RMB6.5 billion (approximately HK$7.8 billion) to be jointly contributed or financed through
arrangements by SZ Expressway and Outer Ring Company, RMB100 million (approximately HK$120
million) has been contributed by SZ Expressway to Outer Ring Company as the registered capital. The
remaining RMB6.4 billion (approximately HK$7.7 billion) may be raised by Outer Ring Company by
pledging the concession rights. Unless agreed by SZCDGC in writing, the interest rate of financing for the
construction period shall be in principle not higher than the benchmark interest rate announced by the
People’s Bank of China for bank loans for the corresponding period.

Considering that SZ Expressway Group had cash and cash equivalents of approximately RMB6.181
billion (approximately HK$7.447 billion) and unutilized banking facilities of approximately RMB5.43
billion (approximately HK$6.542 billion) as at 31 December 2015, SZ Expressway Group has sufficient
financial resource for the fund requirements. As at the Latest Practicable Date, SZ Expressway Group is still
negotiating with financial institutions on other possible financing proposals to further optimize the financing
structure and reduce financing costs.

Payment of investment amounts:

(1)  Funds for the payment of land consolidation costs shall be contributed to Outer Ring Company
by SZCDGC according to the plans of various district governments or new district
administration committees;

(2) SZ Expressway (including Outer Ring Company) and SZCDGC shall contribute their
respective investment amounts according to the annual investment plan for Outer Ring Section
A approved by competent authorities under the Shenzhen Municipal Government. The
investment amounts to be set out in the annual investment plan will be determined with
reference to the forecast construction costs to be incurred in respect of Outer Ring Section A
for the following year. The investment amount to be contributed by SZ Expressway (including
Outer Ring Company) and SZCDGC under the annual investment plan is planned to be in the

- 10 -
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proportion based on the proportion of the amount to be jointly contributed or financed through
arrangements by SZ Expressway and Outer Ring Company to the balance to be contributed by
SZCDGC. In the second half of each year of the construction period Outer Ring Company
shall complete and submit the annual investment plan for Outer Ring Section A in respect of
the following year to SZCDGC. The annual investment plan for Outer Ring Section A shall be
approved by Shenzhen Development and Reform Commission. After Shenzhen Development
and Reform Commission has approved the annual investment plan, SZCDGC will apply to the
Finance Commission of Shenzhen Municipality for funds and SZ Expressway Group will inject
fund or arrange for financing according to such plan. The amount of investment by SZ
Expressway (including Outer Ring Company) will not exceed RMB6.5 billion (approximately
HK$7.8 billion). In the event that any party fails to make its fund contribution on schedule, the
defaulting party shall indemnify the non-defaulting party and Outer Ring Company against the
losses suffered by them arising from the delay. If the fund contribution is overdue by two
months, Outer Ring Company and/or the non-defaulting party shall be entitled to terminate the
Joint Investment and Construction Agreement and demand indemnification from the defaulting

party.

The investment by SZCDGC in Outer Ring Company is subject to the receipt of funds by SZCDGC
from relevant authorities under the Shenzhen Municipal Government. SZCDGC’s contributions will be
accounted for as payables in SZ Expressway’s consolidated financial statements upon receipt and be
deducted upon the payment of the construction costs of Outer Ring Section A. SZCDGC will not obtain any
equity interest in Outer Ring Company for its contribution to the project.

Within 7 working days after the issuance of the audit report on the final accounts of Outer Ring
Section A upon completion and the completion of audit and finalisation of the Construction Work-
Controlled Amount by the Audit Bureau, SZCDGC and SZ Expressway shall complete confirmation of the
respective outstanding investment amounts to be contributed by each of them. Unless otherwise stipulated by
the government, if any party has not contributed the full amount of its agreed investment, it shall make up
the amount falling short to Outer Ring Company within 15 working days from the date on which
confirmation is completed. If any party has contributed amounts in excess of its agreed investment, Outer
Ring Company shall refund the excess amount to such party.

Income allocation and assumption of risks:

Outer Ring Company shall be the entity for the construction and operation of Outer Ring Section A.
It shall be fully in charge of the operation and management of construction, toll collection, facilities, road
assets, finance, etc. of Outer Ring Section A and assume sole responsibility for its own profits or losses with
independent operation. Outer Ring Company shall entrust SZ Expressway to manage the construction of
Outer Ring Section A. For details, please refer to the section headed “Entrusted construction service fees”
below.

During the concession period, Outer Ring Company shall be entitled to the operating rights in respect

of Outer Ring Section A stipulated under the Concession Agreement and shall assume the costs, tax
expenses, liability and risks associated with its operation, while SZ Expressway shall be entitled to

- 11 -
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shareholders’ rights in accordance with the law. After the delivery of the construction works for Outer Ring
Section A, SZCDGC shall cease to be entitled to the operating rights of Outer Ring Section A, and it shall
also cease to assume any costs, tax expenses, liability and risks associated with its operation.

Other major provisions

During the construction period of Outer Ring Section A, SZCDGC shall have the right to supervise
the construction and operation of Outer Ring Section A, enquire about the financing of SZ Expressway and
Outer Ring Company, and carry out audit in respect of Outer Ring Section A. If SZ Expressway and Outer
Ring Company fail to contribute funds or arrange financing as stipulated under the agreement, SZCDGC
shall have the right to suspend payments.

SZ Expressway shall have the right to supervise the contribution of funds by SZCDGC as stipulated
under the agreement, and to supervise the implementation of the financing plan by Outer Ring Company.

Outer Ring Company shall be responsible for obtaining all necessary approvals for Outer Ring
Section A.

Prior to the completion of inspection, acceptance and handover procedures and final accounting
procedures upon completion of Outer Ring Section A, SZ Expressway shall not assign or pledge its equity
interests in Outer Ring Company without the consent of SZCDGC.

Entrusted construction service fees

Pursuant to the Joint Investment and Construction Agreement, SZ Expressway shall be responsible for
the construction and management of Outer Ring Section A, and shall receive entrusted construction service
fees.

Entrusted construction service fees shall include entrusted construction management fees and the
performance-based bonuses or penalties (if any), subject to finalised figures audited by the Audit Bureau.

Entrusted construction management fees:

Entrusted construction management fees shall be calculated at 1.5% of the Clearance Budget
(excluding compensation for land requisitioning, demolition and removal but including pipeline diversion
and removal costs) of Outer Ring Section A. Prior to the audit and finalisation of the Clearance Budget, such
fees are calculated for the time being on the basis of the construction cost of approximately RMB15.2 billion
(approximately HK$18.3 billion) of the preliminary design estimates, which amounts to approximately
RMB228 million (equivalent to approximately HK$275 million). Entrusted construction management fees
shall be payable by Outer Ring Company to SZ Expressway in cash by instalments:

@) 40% of the entrusted construction management fees shall be payable within 28 days upon the

execution of the Joint Investment and Construction Agreement or the commencement of
construction of Outer Ring Section A (whichever is later);

12 -
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(i)  20% of the entrusted construction management fees shall be payable within 28 days upon the
cost of construction works reaching 40% of the estimated construction cost of the project;

(iii) 20% of the entrusted construction management fees shall be payable within 28 days upon the
cost of construction works reaching 70% of the estimated construction cost of the project;

(iv)  15% of the entrusted construction management fees shall be payable within 28 days upon the
delivery, inspection and acceptance; and

(v)  the remaining entrusted construction management fees shall be settled in full within 28 days
upon the expiry of the warranty period and the completion of audit on the final accounts upon
completion.

Whilst the entrusted construction management fees would be payable by Outer Ring Company to SZ
Expressway, given the source of funding such fee will ultimately come from the investment amount of Outer
Ring Section A contributed by SZ Expressway (including Outer Ring Company) and SZCDGC as well as
the amount to be jointly contributed or financed through arrangements by SZ Expressway and Outer Ring
Company being RMB6.5 billion, subject to the audit and finalisation of the Clearance Budget upon which
the entrusted construction management fees will be calculated and the audit of the Group’s financial
statements, it is expected that the entrusted construction management fees in the sum of approximately
RMB228 million (which is calculated for the time being based on the construction cost of approximately
RMBI15.2 billion of the preliminary design estimate) would be recorded as revenue in the Group’s
consolidated financial statements.

Performance-based bonuses or penalties:

The performance-based bonuses or penalties to be granted to or borne by SZ Expressway shall mainly
comprise the bonuses or penalties for construction costs control equivalent to 10% of the difference between
the Construction Work-Controlled Amount and the project costs as per the final accounts. The bonuses for
construction costs control (if any) shall be payable by Outer Ring Company to SZ Expressway in cash by
instalments:

@) Upon the delivery of various construction works (such as road understructure, bridges and
culverts), SZ Expressway shall conduct preliminary calculations of the aggregate costs of such
works, on which basis the preliminary amount of the bonuses for construction costs control
shall be calculated. Outer Ring Company shall pay 50% of the aforesaid preliminary amount
within 30 days;

(ii))  After the opening of Outer Ring Section A, Outer Ring Company shall pay the second
instalment of the award within 15 days after the delivery settlement amount has been audited
and finalised by the Audit Bureau, whereby the aggregate amount paid shall be 80% of the
bonuses for construction costs control calculated on the basis of the delivery settlement
amount; and
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(iii) Outer Ring Company shall pay the remaining amount of the bonuses for construction costs
control within 15 days after the final accounts of Outer Ring Section A upon completion has
been audited and finalised.

In the event that the project costs as per the final account exceed the Construction Work-Controlled
Amount, SZ Expressway shall be required to pay the penalties for construction costs control equivalent to
10% of the amount in excess.

In addition to the bonuses or penalties for construction costs control, SZ Expressway may also be
entitled to other bonuses (if any) or subject to penalties (if any) in connection with quality management,
safety management and construction schedule management. It is expected that such other bonuses (or
penalties, as the case may be) will not have any material impact on the total amount of entrusted
construction service fees.

Entrusted construction service fees may be increased or decreased as a result of changes in
construction works, delays in the schedule of construction, and the performance of SZ Expressway in
agreement. Based on the terms of the Concession Agreement and the Joint Investment and Construction
Agreement and in view of the scale of Outer Ring Section A, the directors of SZ Expressway are of the view
that the total amount of entrusted construction service fees will not be more than RMB380 million
(approximately HK$460 million), subject to the finalised amount audited by the Audit Bureau.

Pre-conditions to the Joint Investment and Construction Agreement

The Joint Investment and Construction Agreement shall be conditional upon obtaining all necessary
and proper approvals and authorisations for the transactions under the Joint Investment and Construction
Agreement by the parties to the Joint Investment and Construction Agreement, including but not limited to
respective approvals of the Shareholders and the shareholders of SZ Expressway.

Information on Outer Ring Section A and related construction contracts

Shenzhen Outer Ring Expressway runs from east to west with its main portion located in northern
Shenzhen, although some of its route locations are situated within Dongguan. It is an important component
of the highway network planning of Shenzhen and Dongguan, as well as an enhancement route in the main
framework of the Guangdong provincial expressway network comprising of “9 vertical roads + 5 horizontal
roads + 2 ring roads”. Shenzhen Outer Ring Expressway starts in Bao’an District, Shenzhen connecting with
Guangshen Coastal Expressway and ends in Dapeng New District, Shenzhen connecting with Yanba
Expressway with a total mileage of approximately 93 km, comprising of approximately 76 km for the
Shenzhen Section and approximately 17 km for the Dongguan Section. Outer Ring Section A starts in
Bao’an District, Shenzhen connecting Guangshen Coastal Expressway and runs through Guangming New
Area, Longhua New Area, Dongguan City (the Dongguan Section not being covered by this project),
Longgang District and Pingshan New District, connecting with the planned Julong Road after the inter-
connection with Shenzhen-Shantou Expressway. It provides 6 lanes in two directions with a length of
approximately 60 km.
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As at the Latest Practicable Date, the toll fee for Outer Ring Section A is yet to be approved by the
relevant government authority. Prior to the opening of Outer Ring Section A, Outer Ring Company will
prepare a toll fee standard with reference to the expressway toll standard of Guangdong Province and submit
such toll fee standard to the authorities in charge of transport and commodity price and subsequently to
Guangdong Provincial Government for approval. After the opening of Outer Ring Section A, toll will be
collected according to the toll fee standard as approved by the Guangdong Provincial Government.

As at the Latest Practicable Date, tenders for the construction of a total of nine sections of Outer Ring
Section A had completed. In respect of the five major sections of Outer Ring Section A (namely, the second,
third, fourth, sixth and ninth sections), Outer Ring Company has entered into construction contracts
(“Construction Contracts”) with China Railway 12th Bureau Group Co., Ltd., CCCC Second Highway
Engineering Bureau Co., Ltd., CCCC Second Harbour Engineering Bureau Co., Ltd., China Railway 18th
Bureau Group Co., Ltd. and CCCC Third Harbour Engineering Bureau Co., Ltd. (collectively, the
“Construction Contractors”) for total contract prices of RMB1.167 billion (approximately HK$1.406 billion),
RMB1.237 billion (approximately HK$1.490 billion), RMB956 million (approximately HK$1.152 billion),
RMB962 million (approximately HK$1.159 billion) and RMB929 million (approximately HK$1.119 billion)
respectively. The total contract prices were determined based on the bid prices submitted by each of the
Construction Contractors for the public tenders for the construction of the relevant sections of Outer Ring
Section A conducted by Outer Ring Company.

A summary of the scope of construction responsibility of each Construction Contractor pursuant to
the relevant Construction Contracts is as follows:

Section of
Outer Ring Approximate
Name of Construction Contractor Section A Pile No. length
China Railway 12th Bureau Group Co., Second  KI1+400~K8+678 7.3 km
Ltd.
CCCC Second Highway Engineering Third K8+678~K11+900 3.2 km
Bureau Co., Ltd.
CCCC Second Harbour Engineering Fourth  K11+900~K19+700 7.8 km
Bureau Co., Ltd.
China Railway 18th Bureau Group Co., Sixth  K26+460~K35+580 9.1 km
Ltd.
CCCC Third Harbour Engineering Nineth  K63+270~K68+000 8.5 km

Bureau Co., Ltd.

The major construction works under the Construction Contracts include road foundation, bridges,
caves, cross bridges, river and road alignment in relation to Outer Ring Section A, which shall be subject to
the construction design plan. Unless otherwise agreed, the construction period under the Construction
Contracts is 30 months from the commencement date specified in the work commencement notice to be
issued by Outer Ring Company.
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To the best of the Directors’ knowledge, information and belief, all of the Construction Contractors
are companies incorporated in the PRC, principally engaging in the construction of roads, bridges, railway,
harbor engineering and/or municipal engineering. China Railway 12th Bureau Group Co., Ltd. and China
Railway 18th Bureau Group Co., Ltd. are subsidiaries of China Railway Construction Corporation Limited
(whose shares are listed on the Stock Exchange and Shanghai Stock Exchange and whose principal business
is construction contracting, survey, design and consultancy operations, industrial manufacturing, logistics
and goods and materials trade, capital operations, real estate development and other businesses) and are
Independent Third Parties. As CCCC Second Highway Engineering Bureau Co., Ltd., CCCC Second
Harbour Engineering Bureau Co., Ltd. and CCCC Third Harbour Engineering Bureau Co., Ltd. are
associates of CCCC-SHB Fifth Engineering Co. Ltd. (being a substantial shareholder holding 30% interest in
SZ Expressway’s non-wholly owned subsidiary, Guizhou Guishen Investment Development Company
Limited), they are connected persons of SZ Expressway at the subsidiary level.

The payment arrangements under the Construction Contracts in respect of the above five major
sections of Outer Ring Section A are as follows:

@) Outer Ring Company shall pay each Construction Contractor a total sum which is equivalent to
10% of the total contract prices as prepayment by installments. From the fourteenth day after
the signing of the Construction Contracts, Outer Ring Company shall make such prepayment
by installments in accordance with the progress of the projects and by the time when 25% of
the project prices are paid, all prepayment would have been made by Outer Ring Company;

(ii))  from the second month following the work commencement date until the month of issuance of
the hand-over certificate by Outer Ring Company to the Construction Contractor (“Hand-over
Certificate”), each Construction Contractor shall calculate the construction payments and other
payable sums for the relevant month in accordance with the actual progress of their respective
sections for that month, which will be paid by Outer Ring Company subject to its review.
From the time when the cumulative payments reach 30% of the contract prices up to the time
when the cumulative payments reach 80% of the contract prices, Outer Ring Company will
deduct the prepayment already made by it from its monthly payables in a fixed proportion
according to the progress of the construction;

(iii)  after the issuance of the Hand-over Certificate, the Construction Contractors shall, in
accordance with the actual situation of their respective sections, calculate the construction
payments and other payable sums as at the date of hand-over, which will be paid by Outer
Ring Company subject to its review;

(iv)  upon expiry of the defect warranty period (which is two years commencing from the date of
issue of the Hand-over Certificate), the Construction Contractors will calculate the total
construction payments and other payable sums in accordance with all the works completed
pursuant to the Construction Contracts, which will be paid by Outer Ring Company subject to
1ts review.

Pursuant to the Construction Contracts, the Construction Contractors are required to prepare and

submit detailed construction schedules once to Outer Ring Company for approval within 28 days of signing
of the Construction Contracts. By having the construction schedules, Outer Ring Company will be able to
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monitor and control the progress of the contractors under the Construction Contracts on a monthly basis. If
the construction progress lags behind construction schedules due to reasons attributable to the Construction
Contractors, they are required under the Construction Contracts to adopt measures to speed up the
construction progress and bear the additional expenses for speeding up the construction progress. If there is
delay in completion of the construction due to reasons attributable to the Construction Contractors, they are
required under the Construction Contracts to pay penalty, depending on the situation of such delay, not
exceeding 10% of the total contract prices of the relevant Construction Contracts.

Reasons for and benefits of entering into the Concession Agreement and the Joint Investment and
Construction Agreement

The investment, construction, operation and management of toll highways and roads is within the
scope of the ordinary and usual business of SZ Expressway. Outer Ring Section A is an important
component of the Guangdong provincial expressway network with distinctively advantageous route
locations. The plan for the investment and construction and management of Outer Ring Section A (including
investing or arranging financing for the amount of RMB6.5 billion (approximately HK$7.8 billion) by SZ
Expressway and Outer Ring Company) and the relevant terms are determined among SZ Expressway, Outer
Ring Company, Transport Commission and SZCDGC after arm’s length negotiations. When determining the
relevant plan and terms, each party has taken into consideration multiple factors including but not limited to
the valuation and consultation report prepared by DP International, the advantageous route locations, the
strategic implication of investing in Outer Ring Section A for SZ Expressway, etc.

By entering into the Concession Agreement and the Joint Investment and Construction Agreement,
SZ Expressway can acquire the concession rights of Outer Ring Section A with reasonable investments,
which will allow SZ Expressway to enlarge the size of its assets, enhance the scope of development in future
for its principal business and consolidate its market share in the expressway network of Shenzhen.
Meanwhile, the management of the construction works for Outer Ring Section A will enable SZ Expressway
to further develop its entrusted construction management business, utilise its proven expertise and
experience in the construction management sector, further strengthen its construction management
capabilities and receive reasonable income and return. Moreover, as the plan for the investment in and
construction and management of Outer Ring Section A represents a toll highway project carried out by SZ
Expressway and the Shenzhen Municipal Government under the PPP model, it can effectively achieve a
balance between public interests of infrastructure facilities and reasonable return for commercial
investments, so that the society, the government and the enterprises can all reap benefits. The execution
of the Concession Agreement and the Joint Investment and Construction Agreement is consistent with the
overall strategy of SZ Expressway to engage in the investment and construction, operation and management
of toll highways and roads. The enhancement of SZ Expressway’s competitive edge in its core business is in
the interests of the Company as a whole.

Valuation of the operating right for Outer Ring Section A
SZ Expressway has appointed DP International to carry out valuation and consultation of the
operating right for Outer Ring Section A as at 31 December 2018. The benchmark date for valuation and

consultation is 31 December 2018. The income approach is adopted in assessing the value of the operating
right for Outer Ring Section A.
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Key assumptions for this valuation and consultation (including commercial assumptions) mainly

include:

ey

@)

3)

“

)

(6)

N

®)

©)

there will be no material changes in future economic, market or social environment (such as
national macro-economic policies, market supply and demand conditions, fiscal and taxation
policies, domestic and foreign trade policies, environmental protection policies, financial and
monetary policies, etc.);

there will be no material changes in the taxation and tax rate policies adopted by companies
where the assets to be valued are located after the benchmark date;

there will be no material adverse effect on the assets to be valued arising from any force
majeure after the benchmark date for valuation;

accounting policies adopted in respect of the assets to be valued after the benchmark date for
valuation will remain consistent in all material aspects.

Outer Ring Section A will be completed and open to traffic on 31 December 2018;

the concession period of Outer Ring Section A will be 25 years, commencing on 31 December
2018 and ending on 31 December 2043;

the future toll rates of Outer Ring Section A upon completion will be consistent with the
Guangdong provincial expressway toll rates applicable as at 30 June 2015, and will remain
unchanged during its concession period of 25 years;

the conditions of Outer Ring Section A after completion of the construction on the benchmark
date for valuation are basically in consistence with the planning and design proposal as at the
date of issue of the valuation and consultation report; and

when calculating the discount rate, the parameters of the discount rate are based on the data
acquired as of 31 October 2015.

In addition, for the valuation and consultation, factors including the projected operation income of

Outer Ring Section A, the historical industry cost and similar costs of SZ Expressway are taken into

consideration, and the operation and cash flow of Outer Ring Section A in future has been estimated and

calculated.

Based on the above assumptions, the valuation and consultation of the operating right for Outer Ring

Section A as at the benchmark date for valuation and consultation, namely, 31 December 2018, is RMB6.51
billion (approximately HK$7.84 billion).
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The Board has reviewed the principal assumptions adopted in the valuation and consultation, and is of
the view that the valuation and consultation has been made after due and careful enquiries. The calculation
of discounted future estimated cash flows on which the valuation and consultation of DP International is
based has been reviewed by PwC, the auditor of the Company. The letter from PwC is set out in Appendix
V of this circular. Details of the valuation and consultation are set out in Appendix III of this circular.

FINANCIAL EFFECT OF THE CONCESSION AGREEMENT AND THE JOINT INVESTMENT
AND CONSTRUCTION AGREEMENT

The financial statements of Outer Ring Company, as a subsidiary of the Company, are consolidated
into the financial statements of the Company. According to the Joint Investment and Construction
Agreement entered into with the government and the estimated funding requirements for the construction of
Outer Ring Section A, it is expected that Outer Ring Company will be required to make capital contributions
not exceeding RMB6,500 million. Based on the audited financial statements of the Group as at 31 December
2015 and assuming that, out of the capital contribution of RMB6,500 million to be made by the Group,
RMB6,400 million will be financed by borrowings, the amount of total liabilities and the amount of total
assets of the Group will each increase by RMB6,400 million, and the aforesaid capital contribution will
result in an increase in the Group’s gearing ratio by not more than approximately 6%. Taking into account
the estimated time of opening of Outer Ring Section A, the funding requirements of Outer Ring Company
and the financial conditions of the Group, the transaction is not expected to have any material impact on the
assets, liabilities and operating results of the Group for 2016.

Information of the Company

The Company and its subsidiaries are principally engaged in the investment, construction and
operation of logistic infrastructure facilities, as well as provision of various value-added logistic services to
customers leveraging its infrastructure facilities and information services platform.

Information of Outer Ring Company

Outer Ring Company is a company established in the PRC and a wholly-owned subsidiary of SZ
Expressway. It is mainly engaged in the development, construction, toll collection and management of Outer
Ring Expressway (Shenzhen Section).

Listing Rules implications

As one applicable percentage ratio under Rule 14.07 of the Listing Rules in respect of the Concession
Agreement, the Joint Investment and Construction Agreement and the transactions contemplated thereunder
is more than 25% but lower than 100%, the Concession Agreement, the Joint Investment and Construction
Agreement and the transactions contemplated thereunder constitute a major transaction for the Company
subject to the reporting, announcement and shareholders’ approval requirements under Chapter 14 of the
Listing Rules.
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PROPOSED APPOINTMENT OF NEW AUDITOR

Reference is made to the circular of the Company dated 12 April 2016 which mentioned, among other
things, that in order to further enhance the Company’s standard of corporate governance, the Company, with
the consent of its audit committee, has recently adopted a policy in respect of change of auditor under which
the Company shall consider whether to change its auditor who has undertaken audit services continuously
for over five years. As PwC, the Company’s existing auditor, has undertaken the annual audit for the Group
for more than ten years, the Board, upon the recommendation of the audit committee, will propose to change
the Company’s auditor. Accordingly, PwC will retire at the conclusion of the AGM and will not be re-
appointed. A resolution will be proposed at the SGM to appoint Messrs. KPMG as the new auditor of the
Company and to hold office until the conclusion of the next annual general meeting of the Company and
such proposed appointment is subject to the approval of the Shareholders at the SGM.

SGM

Resolutions will be proposed for Shareholders’ approval at the SGM whereby Shareholders will
consider and, if thought fit, approve (1) the Concession Agreement, the Joint Investment and Construction
Agreement and the transactions contemplated thereunder; and (2) the appointment of new auditor. To the
best of the knowledge, information and belief of the Directors, having made all reasonable enquiries, none of
the Shareholders is required to abstain from voting in respect of the resolution(s) approving the Concession
Agreement, the Joint Investment and Construction Agreement and transactions contemplated thereunder at
the SGM.

The SGM will be held at Picasso Room, B1 Level, InterContinental Grand Stanford Hong Kong, 70
Mody Road, Tsimshatsui East, Kowloon, Hong Kong on Friday, 13 May 2016 at 11:15 a.m. immediately
following the AGM (scheduled at 11:00 a.m. on the same day). Pursuant to Rule 13.39(4) of the Listing
Rules, voting at the SGM will be taken by poll.

A form of proxy for use at the SGM is enclosed. Whether or not Shareholders are able to attend the
meeting, they are requested to complete and return the enclosed form of proxy to the branch share registrar
of the Company, Tricor Tengis Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong
as soon as possible and in any event not later than 48 hours before the time appointed for the holding of the
meeting or any adjournment thereof (as the case may be). Completion and return of the form of proxy will
not preclude Shareholders from attending and voting at the meeting or any adjournment thereof should they
wish to do so.

CLOSURE OF REGISTER OF MEMBERS

Shareholders whose name appear on the Company’s register of members on Friday, 13 May 2016,
will be eligible for attending and voting at the SGM. The Company’s register of members and books of
transfer will be closed from Wednesday, 11 May 2016 to Friday, 13 May 2016, both days inclusive, during
which no transfer of shares of the Company will be registered. In order to be eligible for attending and
voting at the SGM, all transfer forms accompanied by the relevant share certificates must be lodged with the
Company’s branch share registrar in Hong Kong, Tricor Tengis Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than 4:30 p.m. on Tuesday, 10 May 2016.
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RECOMMENDATION

The Board considers that (1) the terms of the Concession Agreement and the Joint Investment and
Construction Agreement and the transactions contemplated thereunder are fair and reasonable, and the
entering into of the Concession Agreement and the Joint Investment and Construction Agreement and the
transactions contemplated thereunder; and (2) the proposed ordinary resolution to approve the appointment
of new auditor and to authorise the Board to fix its remuneration are in the interests of the Company and the
Shareholders as a whole. Accordingly, the Board recommends the Shareholders to vote in favour of the
resolutions to be proposed at the SGM to approve the Concession Agreement and the Joint Investment and
Construction Agreement and the transactions contemplated thereunder and the appointment of new auditor.

FURTHER INFORMATION

A valuation and consultation report on the operating right for Outer Ring Section A has been
prepared by DP International, the text of which is set out in Appendix III to this circular.

A traffic study report of Outer Ring Section A has been prepared by Guangdong Traffic, the text of
which is set out in Appendix IV to this circular.

As the valuation and consultation of the operating right for Outer Ring Section A is prepared on the
basis of discounted cash flow method, the valuation has been deemed as a profit forecast under the Listing
Rules. Letter from PwC, the auditor of the Company relating to discounted future estimated cash flows in
connection with the valuation of the operating right for Outer Ring Section A, which is prepared pursuant to
Rules 14.62 and 14.71 of the Listing Rules, is set out in Appendix V to this circular. A letter from the Board
confirming they have made the profit forecast after due and careful enquiry is also set out in Appendix 1 to
the joint announcement of the Company and SZ Expressway dated 18 March 2016.

Your attention is drawn to the additional information set out in the appendices to this circular.
Yours faithfully,
By Order of the Board

Gao Lei
Chairman
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1. FINANCIAL INFORMATION OF THE GROUP

The financial information of the Group for (i) the two years ended 31 December 2015 and 31
December 2014 are disclosed in the annual report of the Company for the year ended 31 December 2015
from pages 70 to 138; (ii) the year ended 31 December 2013 is disclosed in the annual report of the
Company for the year ended 31 December 2013 from pages 65 to 152, all of which have been published on
the website of the Stock Exchange (http://www.hkexnews.hk) and the website of the Company
(http://www.szihl.com).

2. FINANCIAL AND TRADING PROSPECTS

It is expected that growth in the global economy will remain slow and the business environment will
remain challenging in 2016. Nevertheless, new policies launched by the Chinese government, including the
“One Belt, One Road” policy and the “Internet plus” policy as well as supportive policies for cross-border e-
commerce are all considered favourable opportunities for the development of the Group.

The Group believes that prospect of the logistic industry remains promising. Over the ensuing year,
the Group will speed up investment in and construction of “China Urban Integrated Logistics Hub” and step
up its efforts in pushing forward the transformation and upgrading of its exiting logistic parks, further
expanding the scale of its logistic business by way of resource reallocation as well as merger and
acquisition.

In 2016, the Group will strive to invest in Beijing, Shanghai, Bohai Rim region, Pearl River Delta,
Xi’an and Chongqing for the “China Urban Integrated Logistics Hub” projects, and to acquire land use
rights for the Liguang land parcels in Longhua New Area in Shenzhen and to commence preparatory work
for project construction. The Liguang land parcels will be developed into a logistic park with a gross floor
area of approximately 250,000 square metres to serve as a local node in Shenzhen of “China Urban
Integrated Logistics Hub”, which is expected to further consolidate our market share in the logistics market
of Shenzhen. Moreover, the Group will actively identify suitable opportunities in Hong Kong for
development and acquisition to link up its logistic business, in particular cross-border e-commerce, in the
PRC and Hong Kong.

In the meantime, the construction of “Shenzhen International Qianhai Intelligent Hub”, a start-up
project under the Group’s Qianhai Project, has commenced in late-2015 and marketing activities is expected
to launch in 2016. South China Logistic Park and Western Logistic Park will continue to explore
opportunities in cross-border e-commerce. The Group will actively advance the relevant demolition work,
strive to seize the opportunity of urban development, renewal and reconstruction and timely realise the
commercial value of the Meilin Checkpoint land parcels. The reallocation of logistic resources will gradually
take effect and increase profitability, providing a potential powerhouse for the Group’s future development.

Pursuant to the adjustment agreement for Nanguang Expressway, Yanpai Expressway and Yanba
Expressway and that for the 23.8 km section of Longda Expressway from the starting point of Longda
Expressway to the Nanguang Ramp (“Longda Shenzhen Section”), both entered into on 30 November 2015,
the Group will retain the fee entitlement rights of these road sections during Phase 1 of the relevant toll
adjustments, and recognise the toll revenue, costs and profits of these road sections accordingly. It is
estimated that there will not be material financial effects on the revenue and profits of the Group.
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Since the implementation of toll-free policy on 7 February 2016 for Nanguang Expressway, Yanpai
Expressway, Yanba Expressway and Longda Shenzhen Section, these toll-free road sections and the adjacent
Jihe Expressway have experienced faster growth in traffic volume. However, there was a slight diversion
effect on Meiguan Expressway as a fraction of the vehicles originally using Meiguan Expressway was
diverted to Nanguang Expressway and Longda Expressway. As a whole, the implementation of the toll-free
policy of these road sections brought positive effect on the traffic volume of the Group.

Looking forward to 2016, taking into account of the uncertainties concerning the external
circumstances and the rising pressure of economic downturn in China, there will be even more
uncertainties in the growth of traffic volume and toll revenue of expressway projects. In addition, with the
advancement of urbanisation, expressway projects in economically developed regions or their neighbouring
areas may face pressure of buybacks by the government. However, new urbanisation will generate great
demand for construction or upgrades of infrastructure facilities and demand for maintenance and
management once such infrastructure facilities are put in use, thereby creating business opportunities for
the Group. The Group will conduct an in-depth analysis and implement effective measures to increase toll
revenue, to strengthen management of cost-effectiveness, and to consolidate principal activities of toll road
business with active exploration into new directions, so as to reinforce the operating performance of its toll
road business.

3. INDEBTEDNESS OF THE GROUP

At the close of business on 29 February 2016, being the latest practicable date for the purpose of this
indebtedness statement, the Group had the following indebtedness totalling approximately
HK$23,788,021,000:

(1)  secured non-current bank borrowings of approximately HK$2,235,155,000, which were
secured by the toll collection rights of Qinglian Project;

(2)  unsecured non-current bank borrowings of approximately HK$459,164,000;

(3)  secured current bank borrowings of approximately HK$117,801,000 which were secured by the
toll collection rights of Qinglian Project;

(4)  unsecured current bank borrowings of approximately HK$2,127,286,000;

(5)  secured corporate bonds with carrying value of approximately RMB795,713,000 (equivalent to
HK$944,915,000) and a nominal value of RMB800,000,000 (equivalent to HK$950,006,000)
for a term of 15 years from August 2007 which were guaranteed by China Construction Bank,
Shenzhen Branch with a pledge of SZ Expressway’s 100% equity interest in Shenzhen
Meiguan Expressway Company Limited as counter-guarantee;

(6) unsecured corporate bonds with carrying value of approximately RMB1,499,997,000

(equivalent to HKS$1,781,258,000) with face value of RMB1,500,000,000 (equivalent to
HK$1,781,261,000) for a term of 5 years from August 2011;
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(N
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unsecured senior notes in an aggregate principal amount of USD300,000,000 (equivalent to
HK$2,333,100,000) and with carrying value of approximately HK$2,300,930,000 for a term of
5 years from April 2012;

medium-term notes with carrying value of approximately RMB1,895,096,000 (equivalent to
HK$2,250,440,000) and a nominal value of RMB1,900,000,000 (equivalent to
HK$2,256,264,000) for a term of 3 years from May 2014 and August 2015 respectively; and

compensation of RMB9,713,000,000 (equivalent to HK$11,534,260,000) received from the
Transport Commission under the toll adjustment and compensation agreements regarding
Nanguang Expressway, Yanpai Expressway, Yanba Expressway and Longda Expressway with
carrying value of RMB9,744,000,000 (equivalent to HK$11,571,072,000).

At the close of business on 29 February 2016, the Group had the following contingent liabilities:

ey

@

3

“

SZ Expressway signed a construction management service contract with the Transport
Commission under which SZ Expressway was entrusted to manage the construction project of
Nanping Phase II Project. Pursuant to the contract, SZ Expressway had arranged with bank to
issue irrevocable performance guarantees to the Transport Commission amounting to
RMB15,000,000 (equivalent to HK$17,813,000).

SZ Expressway signed a construction management service contract with Shenzhen Traffic
Public Facilities Construction Center and was entrusted to manage the construction project of
municipal facilities of Dalang Section of Longda Expressway. Pursuant to the contract, SZ
Expressway had arranged with bank to issue irrevocable performance guarantees to Shenzhen
Traffic Public Facilities Construction Center amounting to RMB2,000,000 (equivalent to
HK$2,375,000).

SZ Expressway signed a construction management service contract with Shenzhen Longhua
New Area Construction Management Center under which SZ Expressway was entrusted to
manage the construction project of the Interchange of Dezheng Road in Shenzhen Longhua
New Area with Longda Expressway and the construction project of the extension of the eastern
section of Dezheng Road. Pursuant to the contract, SZ Expressway had arranged with bank to
issue irrevocable performance guarantees to Shenzhen Longhua New Area Construction
Management Center amounting to approximately RMB35,850,000 (equivalent to
HK$42,572,000).

SZ Expressway signed a construction management service contract with Shenzhen Longhua
New Area Construction Management Center under which SZ Expressway would be entrusted
to manage the construction project of the Intersection of Renmin Road in Shenzhen Guanlan
Area with Shenzhen Meiguan Expressway. Pursuant to the contract, SZ Expressway had
arranged with bank to issue irrevocable performance guarantees to Shenzhen Longhua New
Area Construction Management Center amounting to approximately RMB25,270,000
(equivalent to HK$30,008,000).
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(5)  Shenzhen Expressway Engineering Consulting Company Limited (the “Consulting Company”),
a subsidiary of SZ Expressway is entrusted by external parties with businesses, such as project
engineering, construction, projecting, design, testing and examinations. In accordance with the
related entrusting contract, the Consulting Company provides the entrusting party with an
irrevocable performance bank guarantee amounting to approximately RMB 71,120,000
(equivalent to HK$84,456,000).

(6)  Shenzhen International United Land Co., Ltd. (“United Land Company”), a subsidiary of the
Company, entered into the land transfer agreements with Longhua Management Bureau under
Urban Planning Land and Resources Commission of the Shenzhen Municipal and executed the
Meilin Checkpoint Urban Renewal Project. In accordance with the related project contracts,
United Land Company had arranged with bank to issue irrevocable performance guarantees to
Shenzhen Longhua New District City Construction Bureau amounting to RMB46,200,000
(equivalent to HK$54,863,000).

(7)  Litigation in progress

Upon the government approval, Guangdong Qinglian Highway Development Company
Limited, a subsidiary of SZ Expressway, upgraded Qinglian Class I Highway to an
expressway and the project was completed on 25 January 2011. In 2011, Qingyuan Fengyun
Eco-tourism Development Company Limited sued against Guangdong Qinglian Highway
Development Company Limited in Qingyuan Intermediate Court for the closing of exits of
expressway due to construction. Guangdong Qinglian Highway Development Company
Limited was judged to win in the first trial. Qingyuan Fengyu Eco-tourism Development
Company Limited appealed to the High court of Guangdong Province. The High court of
Guangdong Qinglian Highway Development Company Limited still win in this trial de novo.
As at 29 February 2016, the litigation was still in progress. Having considered the nature and
construction status of the project, the Group expects that the outcome of the litigation would
not have any significant impact on the Group’s operating results.

For the purpose of preparing the indebtedness of the Group, translation of amounts in RMB into HK$
and USD into HK$ have been made at the exchange rates of HK$1 = RMBO0.8421 and HK$7.777 = USDI,
the respective closing rates as at 29 February 2016.

Save as aforesaid, and apart from the intra-group liabilities, the Group did not have any mortgages,
charges, debentures, outstanding loans, overdrafts or other similar indebtedness, liabilities under acceptances
or acceptance credits or any guarantees, finance leases or hire-purchase commitments or other material
contingent liabilities as at the close of business on 29 February 2016.

4. WORKING CAPITAL SUFFICIENCY OF THE GROUP

Taking into account the effect of the transaction under the Concession Agreement and the Joint
Investment and Construction Agreement and the financial resources available to the Group, including
internally generated funds and available banking facilities, the Directors are of the opinion that the Group
has sufficient working capital for its present requirements, that is, for at least next 12 months from the date
of this circular.
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UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE GROUP

A. BASIS OF PREPARATION OF THE UNAUDITED PRO FORMA FINANCIAL
INFORMATION OF THE GROUP

The following unaudited pro forma financial information of the Group comprises the unaudited pro
forma consolidated statement of assets and liabilities as at 31 December 2015 and the accompanying notes
(collectively, the “Unaudited Pro Forma Financial Information™).

Pursuant to the Concession Agreement and Joint Investment and Construction Agreement entered on
18 March 2016, the Transport Commission of Shenzhen Municipality (“Transport Commission”)
conditionally agreed to grant concession rights in respect of Shenzhen Section of Shenzhen Outer Ring
Expressway (Coastal Expressway - Shenshan Expressway Section) (“Outer Ring Section A”) to Shenzhen
Outer Ring Expressway Investment Company Limited (“Outer Ring Company”), a subsidiary of the
Company. The concession rights throughout the concession period includes the right to construct the Outer
Ring Section A in a 38-month construction period and the right to operate and manage the Outer Ring
Section A in a 25-year operation period. Shenzhen Expressway Company Limited, a subsidiary of the
Company, shall be entrusted to manage the construction of Outer Ring Section A. The total construction cost
of Outer Ring Section A is estimated to be RMB20.6 billion (approximately HK$24.8 billion) and the Group
shall contribute RMBG6.5 billion (equivalent to HK$7,831,325,000) to the total construction cost, regardless
of any change in the estimated amount of the construction cost. The Concession Agreement and Joint
Investment and Construction agreement are collectively referred to as the transaction (the “Transaction”).
The Company and its subsidiaries together with the concession rights of Outer Ring Section A (the “Target
Asset”) are collectively referred to as the Group for the purpose of preparing the Unaudited Pro Forma
Financial Information.

The Unaudited Pro Forma Financial Information has been prepared in accordance with paragraph 4.29
and 14.67(6)(b)(ii) of the Listing Rules for the purpose of illustrating the effect of the Transaction on the
Group as if the construction of Outer Ring Section A had been completed and the respective operation
period of the Target Asset had commenced on 31 December 2015 for the purposes of preparing of the
Unaudited Pro Forma Financial Information.

The Unaudited Pro Forma Financial Information has been prepared using accounting policies
consistent with that of the Group and based on the audited consolidated balance sheet of the Group for year
ended 31 December 2015 as extracted from the Group’s published audited annual report for the year ended
31 December 2015.

The Unaudited Pro Forma Financial Information has been prepared by the directors of the Company
for illustrative purposes only and is based on a number of assumptions, estimates, uncertainties and currently
available information. Accordingly, the Unaudited Pro Forma Financial Information does not purport to
describe the actual financial position of the Group that would have been attained had the Transaction and the
related construction been completed on 31 December 2015 or any future dates, nor purport to give a true
picture of the Group’s financial position or predict the future financial position of the Group.

The Unaudited Pro Forma Financial Information should be read in conjunction with other financial
information included elsewhere in this circular.
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B. UNAUDITED PRO FORMA CONSOLIDATED STATEMENT OF ASSETS AND
LIABILITIES OF THE GROUP

Unaudited pro

Audited consolidated forma consolidated
statement of assets statement of assets
and liabilities of the and liabilities of the
Group as at 31 Pro forma Group as at 31
December 2015 adjustments December 2015
HK$°000 HK$’000 HK$’000
Note 1 Note 2
Non-current assets
Property, plant and equipment 3,962,495 - 3,962,495
Investment properties 81,450 - 81,450
Land use rights 977,827 - 977,827
Construction in progress 768,314 - 768,314
Intangible assets 23,833,564 7,831,325 31,664,889
Investments in associates 5,673,459 - 5,673,459
Investments in joint ventures 281,325 - 281,325
Available-for-sale financial
assets 95,748 - 95,748
Deferred income tax assets 89,618 - 89,618
Other non-current assets 1,573,271 - 1,573,271
TOTAL NON-CURRENT
ASSETS 37,337,071 7,831,325 45,168,396
Current Assets
Inventories 1,398,527 - 1,398,527
Available-for-sale financial
assets 1,119,702 - 1,119,702
Trade and other receivables 1,879,161 - 1,879,161
Restricted bank deposits 288,291 - 288,291
Deposits in banks with original
maturities over 3 months 2,092,911 - 2,092,911
Cash and cash equivalents 13,253,721 (120,482) 13,133,239
20,032,313 (120,482) 19,911,831
Assets of disposal group
classified as held for sale 1,628,469 - 1,628,469
TOTAL CURRENT ASSETS 21,660,782 (120,482) 21,540,300
TOTAL ASSETS 58,997,853 7,710,843 66,708,696
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Non-current Liabilities

Borrowings

Provision for maintenance/
resurfacing obligations

Deferred income tax liabilities

Other non-current liabilities

TOTAL NON-CURRENT
LIABILITIES

Current liabilities

Trade and other payables

Income tax payable

Provision for maintenance/
resurfacing obligations

Borrowings

Derivative financial instruments

TOTAL CURRENT
LIABILITIES

TOTAL LIABILITIES

Audited consolidated
statement of assets
and liabilities of the

Unaudited pro
forma consolidated
statement of assets

and liabilities of the

Group as at 31 Pro forma Group as at 31
December 2015 adjustments December 2015
HK$’000 HK$°000 HK$°000

Note 1 Note 2
9,161,033 7,710,843 16,871,876
149,577 - 149,577
1,998,819 - 1,998,819
10,930,123 - 10,930,123
22,239,552 7,710,843 29,950,395
3,613,211 - 3,613,211
477,299 - 477,299
90,264 - 90,264
3,876,162 - 3,876,162
1,898 - 1,898
8,058,834 - 8,058,834
30,298,386 7,710,843 38,009,229

NOTES TO THE UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE

GROUP

1. The audited consolidated statement of assets and liabilities of the Group as at 31 December

2015 is extracted from the Group’s published audited consolidated financial statements for
year ended 31 December 2015.

2. For the purpose of preparing the Unaudited Pro Forma Financial Information, it is assumed

that the construction of Outer Ring Section A had been completed and the respective operation

period of the Target Asset had commenced on 31 December 2015.

- 1I-3 -



APPENDIX II UNAUDITED PRO FORMA
FINANCIAL INFORMATION OF THE GROUP

The adjustments represent the recognition of the Target Asset as intangible assets amounting to
RMB6.5 billion (equivalent to HK$7,831,325,000). Pursuant to the Transaction, the Group
shall in aggregate invest funds or arrange financing with an amount of RMB6.5 billion for the
purpose of the construction of Outer Ring Section A, while the remaining balance of the
construction cost would be contributed by Shenzhen SEZ Construction and Development
Group Co., Ltd. (“SZCDGC”). This RMB6.5 billion construction cost will be funded by bank
borrowings of RMB6.4 billion (equivalent to HK$7,710,843,000) and the available cash of the
Group of RMBO.1 billion (equivalent to HK$120,482,000). The bank borrowings RMB6.4
billion may be raised by Outer Ring Company by pledging the concession rights. The directors
of the Company expect that there will be no repayment of bank borrowings during the
construction period.

After the completion of the construction of Outer Ring Section A, the operation period will
commence. In accordance with the Group’s accounting policies on the recognition of
concession intangible assets, the Group carries out the construction work of toll roads for the
granting authorities and receives in exchange of a right to operate the toll roads concerned and
the entitlement to the toll fees collected from users of the toll road services, therefore
concession intangible assets are measured at the actual cost to be borne by the Group, which
comprises construction related revenue and borrowing costs that are eligible for capitalisation
and incurred before the toll roads are ready for their intended use. The above RMB6.5 billion
(equivalent to HK$7,831,325,000) of aggregate investments made by the Group are recognised
as intangible assets accordingly.

Pursuant to the Joint Investment and Construction Agreement, the Group is entitled to receive
the entrusted construction service fees as revenue for the construction and management
services provided to the SZCDGC. For the purpose of preparing the Unaudited Pro Forma
Financial Information, the entrusted construction management service fee earned by Shenzhen
Expressway Company Limited has not been taken into account as the entrusted construction
management service fee may be increased or decreased as a result of changes in construction
works, delays in the schedule of construction, and the performance of Shenzhen Expressway
Company Limited according to the Joint Investment and Construction Agreement. Also, the
directors of the Company estimate that the entrusted construction management service profit of
Outer Ring Section A is insignificant after considering the related management cost.

3. The transaction costs of the Transaction are immaterial and have not been taken into account
for the purpose of preparing the Unaudited Pro Forma Financial Information.

4. No other adjustment has been made to the Unaudited Pro Forma Financial Information to
reflect any trading results or other transactions of the Group entered into subsequent to 31
December 2015.

5. For the purpose of preparing the Unaudited Pro Forma Financial Information, the balance
stated in Renminbi are converted into Hong Kong dollars at a rate of HK$1.00 to RMB0.83.
No representation is made that Renminbi amounts have been, could have been or may be
converted to Hong Kong dollars, or vice versa, at that rate.
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The following is the text of a report received from PwC for the purpose of incorporation in this
circular.

-
pwc R kA E

INDEPENDENT REPORTING ACCOUNTANT’S ASSURANCE REPORT ON THE
COMPILATION OF UNAUDITED PRO FORMA FINANCIAL INFORMATION

To the Directors of Shenzhen International Holdings Limited

We have completed our assurance engagement to report on the compilation of unaudited pro forma
financial information of Shenzhen International Holdings Limited (the “Company”) and its subsidiaries, and
the concession rights of Shenzhen Outer Ring Expressway (Coastal Expressway — Shenshan Expressway
Section) (the “Outer Ring Section A”) (the “Target Asset”) (collectively the “Group”) by the directors for
illustrative purposes only. The unaudited pro forma financial information consists of the unaudited pro forma
statement of assets and liabilities as at 31 December 2015, and related notes (the “Unaudited Pro Forma
Financial Information”) as set out on pages II-1 to II-4 of the Company’s circular dated 25 April 2016, in
connection with the concession agreement entered on 18 March 2016 between the Transport Commission of
Shenzhen Municipality and Shenzhen Outer Ring Expressway Investment Company Limited, a subsidiary of
the Company, in respect of the Outer Ring Section A and the joint investment and construction agreement
entered on 18 March 2016 among Shenzhen Expressway Company Limited, a subsidiary of the Company,
Shenzhen Outer Ring Expressway Investment Company Limited and Shenzhen SEZ Construction and
Development Group Co., Ltd. (the “Transaction”). The applicable criteria on the basis of which the
directors have compiled the Unaudited Pro Forma Financial Information are described on pages II-1 to II-4.

The Unaudited Pro Forma Financial Information has been compiled by the directors to illustrate the
impact of the Transaction on the Group’s financial position as at 31 December 2015 as if the Transaction
had taken place at 31 December 2015. As part of this process, information about the Group’s financial
position has been extracted by the directors from the Group’s financial statements for the year ended 31
December 2015, on which an audit report has been published.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
* Tel: +852 2289 8888, Fax: +852 2810 9888, www.pwchk.com
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Directors’ Responsibility for the Unaudited Pro Forma Financial Information

The directors are responsible for compiling the Unaudited Pro Forma Financial Information in
accordance with paragraph 4.29 of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) and with reference to Accounting Guideline 7 “Preparation of Pro
Forma Financial Information for Inclusion in Investment Circulars” (“AG 77) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”).

Our Independence and Quality Control

We have complied with the independence and other ethical requirement of the Code of Ethics for
Professional Accountants issued by the HKICPA, which is founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behaviour.

Our firm applies Hong Kong Standard on Quality Control 1 issued by the HKICPA and accordingly
maintains a comprehensive system of quality control including documented policies and procedures
regarding compliance with ethical requirements, professional standards and applicable legal and regulatory
requirements.

Reporting Accountant’s Responsibilities

Our responsibility is to express an opinion, as required by paragraph 4.29(7) of the Listing Rules, on
the Unaudited Pro Forma Financial Information and to report our opinion to you. We do not accept any
responsibility for any reports previously given by us on any financial information used in the compilation of
the Unaudited Pro Forma Financial Information beyond that owed to those to whom those reports were
addressed by us at the dates of their issue.

We conducted our engagement in accordance with Hong Kong Standard on Assurance Engagements
3420 “Assurance Engagements to Report on the Compilation of Pro Forma Financial Information Included
in a Prospectus”, issued by the HKICPA. This standard requires that the reporting accountant plans and
performs procedures to obtain reasonable assurance about whether the directors have compiled the
Unaudited Pro Forma Financial Information in accordance with paragraph 4.29 of the Listing Rules and with
reference to AG 7 issued by the HKICPA.

For purposes of this engagement, we are not responsible for updating or reissuing any reports or
opinions on any historical financial information used in compiling the Unaudited Pro Forma Financial
Information, nor have we, in the course of this engagement, performed an audit or review of the financial
information used in compiling the Unaudited Pro Forma Financial Information.

The purpose of unaudited pro forma financial information included in a circular is solely to illustrate
the impact of a significant event or transaction on unadjusted financial information of the entity as if the
event had occurred or the transaction had been undertaken at an earlier date selected for purposes of the
illustration. Accordingly, we do not provide any assurance that the actual outcome of the Transaction at 31
December 2015 would have been as presented.
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A reasonable assurance engagement to report on whether the unaudited pro forma financial
information has been properly compiled on the basis of the applicable criteria involves performing
procedures to assess whether the applicable criteria used by the directors in the compilation of the unaudited
pro forma financial information provide a reasonable basis for presenting the significant effects directly
attributable to the event or transaction, and to obtain sufficient appropriate evidence about whether:

. The related pro forma adjustments give appropriate effect to those criteria; and

. The unaudited pro forma financial information reflects the proper application of those
adjustments to the unadjusted financial information.

The procedures selected depend on the reporting accountant’s judgment, having regard to the
reporting accountant’s understanding of the nature of the company, the event or transaction in respect of
which the unaudited pro forma financial information has been compiled, and other relevant engagement

circumstances.

The engagement also involves evaluating the overall presentation of the unaudited pro forma financial
information.

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

Opinion
In our opinion:

(a)  the Unaudited Pro Forma Financial Information has been properly compiled by the directors of
the Company on the basis stated;

(b)  such basis is consistent with the accounting policies of the Group; and

(c)  the adjustments are appropriate for the purposes of the Unaudited Pro Forma Financial
Information as disclosed pursuant to paragraph 4.29(1) of the Listing Rules.

PricewaterhouseCoopers

Certified Public Accountants
Hong Kong, 25 April 2016
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The following is the valuation and consultation report prepared by DP International for the purpose
of incorporation in this circular. The valuation and consultation report was prepared in Chinese only and
set out below is an English translation of such report. In case of any discrepancies between the Chinese and

the English versions of this report, the Chinese version shall prevail.

De Zheng Xin Zi Ping Bao Zi [2016] No.001

OPERATING RIGHT VALUE OF THE SHENZHEN SECTION OF THE OUTER
RING EXPRESSWAY (THE COASTAL EXPRESSWAY - SHENSHAN
EXPRESSWAY SECTION OF THE OUTER RING EXPRESSWAY FOR ABOUT
60 KILOMETERS) PROPOSED TO BE INVESTED AND CONSTRUCTED BY
SHENZHEN EXPRESSWAY COMPANY LIMITED APPRAISAL AND
CONSULTING REPORT

Shenzhen Expressway Company Limited (a subsidiary of Shenzhen International Holdings Limited) :

DP International Appraisal Limited has been entrusted by your company, to appraise the market value
of the operating right value of the Shenzhen Section of the Outer Ring Expressway (the Coastal Expressway
— Shenshan Expressway Section of the Outer Ring Expressway for about 60 kilometers) as of December 31,
2018 involved in the value your company intends to get to know, by reference to the relevant laws,
regulations and assets appraisal standards, under the principle of independence, objectivity and justice, by
using the income method and in accordance with the necessary appraisal procedures, and the assets appraisal
and the appraisal and consulting result are hereby reported as follows:

1. OVERVIEW OF THE ENTRUSTING PARTY

Name of the entrusting Shenzhen Expressway Company Limited (hereinafter referred to as
party: “Shenzhen Expressway”);
Registered address: Podium Level 2-4, Jiangsu Building, Yitian Road, Futian District,

Shenzhen, China;

Legal representative: Hu Wei;

Registered capital: 2,180.770326 million yuan;

Economic nature: Listed Company Limited;

Operating period: from December 30, 1996 to December 30, 2026

Business scope: investment, construction management and operating management of

highways and roads; import and export business (with credentials)
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2. OTHER USERS OF THE APPRAISAL AND CONSULTING REPORT

Based on the introduction of the entrusting party, this Report is only limited to the use of Shenzhen
Expressway and Shenzhen International Holdings Limited.

3. APPRAISAL AND CONSULTING OBJECTIVE

Shenzhen Expressway intends to participate in the investment and construction of the Shenzhen
Section of the Outer Ring Expressway (the Coastal Expressway — Shenshan Expressway Section of the
Outer Ring Expressway for about 60 kilometers) and will, based on the appraised operating right value,
invest an equal amount of money. Therefore, we are entrusted to appraise the operating right value of the
project for the next 25 years, to provide the reference opinions for Shenzhen Expressway to make
investment decisions.

We will not do any research on the objectivity and feasibility of use of this Report in whole or in part
for purposes other than the above purpose, therefore, we are not responsible for any consequences thus
caused.

4. APPRAISAL AND CONSULTING OBJECT AND SCOPE OF APPRAISAL AND
CONSULTING

The appraisal and consulting object is the operating right value of the Shenzhen Section of the Outer
Ring Expressway proposed to be invested and constructed by Shenzhen Expressway; the appraisal and
consulting scope corresponding to the appraisal and consulting object is the assets as a result of the
completion of the project.

The Shenzhen Section of the Outer Ring Expressway (the Coastal Expressway — Shenshan
Expressway Section of the Outer Ring Expressway for about 60 kilometers) proposed to be invested and
constructed by Shenzhen Expressway is located in the north and east of Shenzhen, and is a six-lane outer
ring road running from west to east in Shenzhen and one of the lines in the Guangdong expressway
backbone network “9 vertical lines, 5 horizontal lines and 2 loop lines”. The project will start from the
Bao’an district of Shenzhen in the west, connect with the Coastal Expressway, run through Shajing,
Guanlan, Dongguan Fenggang, Pingdi, Kengzi and Kuiyong in the east, and then connect with the Yanba
Expressway. The Outer Ring Expressway will go across all the vertical expressways in Shenzhen, and then
connect with the Around Pearl River Delta Expressway. The total length of the Outer Ring Expressway is
about 93 kilometers, of which the Dongguan Section is about 17 kilometers and the Shenzhen Section is
about 76 kilometers. Based on the requirements of the entrusting party, this time we need to appraise the
operating right value of the Shenzhen Section of the Outer Ring Expressway (the Coastal Expressway —
Shenshan Expressway Section of the Outer Ring Expressway for about 60 kilometers).

The construction of the Shenzhen Section of the Outer Ring Expressway (the Coastal Expressway —
Shenshan Expressway Section of the Outer Ring Expressway for about 60 kilometers) started from
September 2014, and is estimated to be officially open to traffic on December 31, 2018 by Shenzhen
Expressway. The estimated tolling period is 25 years, from December 31, 2018 to December 31, 2043.
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S. VALUE TYPE AND THE DEFINITION THEREOF

The value type of this appraisal and consulting: the market value of the operating right value of the
Shenzhen Section of the Outer Ring Expressway (the Coastal Expressway — Shenshan Expressway Section
of the Outer Ring Expressway for about 60 kilometers) proposed to be invested and constructed by
Shenzhen Expressway, as of the date when the Expressway is estimated to be officially open to traffic by
Shenzhen Expressway.

The so-called market value refers to the estimated value of an asset in a fair transaction reached by
the willing buyer and the willing seller after the normal marketing on the base date of appraisal and
consulting, provided that both parties shall proceed with caution and shall not be subject to any force to
make a deal. That is the most possible price of an asset that can be reasonably achieved in the open market
if such asset is traded under the following conditions.

a) The asset is traded in a currency permitted by law;

b) There are the willing buyer and the willing seller in the deal;

c) The asset is paid in a lump sum and the transaction is completed without any attached
conditions;
d) Both parties have a full understanding of the current situation of the asset, market supply and

demand, prices, etc. There are reasonable promotion, selection, negotiation, and economic
environment and time for facilitating the transaction;

e) The market conditions, price level and other conditions during the completion of the
transaction, and no major changes on the base date of appraisal and consulting;

f) Without regard to the arrangements for the transaction with some special interests, both parties
freely conduct a transaction in a rational and optional market full of information.

6. BASE DATE OF APPRAISAL AND CONSULTING

The base date of appraisal and consulting of this project is the date when the Expressway is estimated
to be officially open to traffic by Shenzhen Expressway. The date when the Shenzhen Section of the Outer
Ring Expressway (the Coastal Expressway — Shenshan Expressway Section of the Outer Ring Expressway
for about 60 kilometers) is estimated to be officially open to traffic by Shenzhen Expressway is December
31, 2018, therefore, the base date of appraisal and consulting of this project is December 31, 2018. All the
tolling standards in this Report are the effective price standards on the base date.

The base date of appraisal and consulting is one of the important conditions for the establishment of
the appraisal and consulting conclusion, therefore, if there is any change to the base date of appraisal and
consulting, the appraisal and consulting conclusion will change correspondingly. The base date of appraisal
and consulting of this project is determined by Shenzhen Expressway.
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7. BASES OF APPRAISAL AND CONSULTING

1) Behavior basis

The Assets Appraisal Engagement Letter signed by Shenzhen Expressway and our company.

2) Legal basis

a) The Administrative Measures for the Appraisal of State-owned Assets ([1991] No. 91
Order) issued by the State Council of the People’s Republic of China;

b) The Rules for the Implementation of the Administrative Measures for the Appraisal of
State-owned Assets (Guo Zi Ban Fa [1992] No. 36) issued by the former State-owned
Assets Administration Bureau;

c) The Notice on Forwarding the Opinions on Reforming the Administrative Measures for
the Appraisal of Sate-owned Assets and Strengthening the Supervision and Management
of Assets Appraisal Issued by the Ministry of Finance (Guo Ban Fa [2001] No.102)
published by the General Office of the State Council and the Opinions on Reforming the
Administrative Measures for the Appraisal of Sate-owned Assets and Strengthening the
Supervision and Management of Assets Appraisal issued by the Ministry of Finance;

d) The Provisions on Issues regarding the Appraisal and Management of State-owned
Assets (No. 14 Order of the Minister) issued by the Ministry of Finance;

e) The Interim Administrative Measures for the Appraisal and Management of State-owned
Assets of Enterprises (No. 12 Order) issued by the State-owned Assets Supervision and
Administration Commission of the State Council;

f) The Company Law of the People’s Republic of China;

2) The current relevant tax laws and regulations of the State.

3) Professional norms

a) The Notice on Printing and Distributing the Assets Appraisal Standards — Basic

Standards and the Code of Professional Ethics for Assets Appraisal — Basic Code (Cai

Qi [2004] No. 20) Issued by the Ministry of Finance of the People’s Republic of China.

b) The Assets Appraisal Standards — Appraisal Report (Zhong Ping Xie [2007] No. 189)
issued by the China Appraisal Society.

c) The Assets Appraisal Standards — Appraisal Procedure (Zhong Ping Xie [2007] No.
189) issued by the China Appraisal Society.
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d) The Assets Appraisal Standards — Engagement Letter (Zhong Ping Xie [2007] No. 189)
issued by the China Appraisal Society.

e) The Assets Appraisal Standards — Working Paper (Zhong Ping Xie [2007] No. 189)
issued by the China Appraisal Society.

f) The Assets Appraisal Value Type Guidance (Zhong Ping Xie [2007] No. 189) issued by
the China Appraisal Society.

2) The Assets Appraisal Standards — Corporate Value (Zhong Ping Xie [2011] No. 227)
issued by the China Appraisal Society.

h) The Guidelines for the Appraisal Report of State-owned Assets of Enterprises (Zhong
Ping Xie [2008] No. 218) issued by the China Appraisal Society.

1) The Notice on Printing and Distributing the Instructions for Certified Public Valuers to
Pay Attention to the Legal Ownership of the Appraisal Object (Hui Xie [2003] No. 18)

issued by the Chinese Institute of Certified Public Accountants.

4) Equity basis

a) Relevant statements and commitments provided by Shenzhen Expressway.
b) The relevant government approvals of the Shenzhen Outer Ring Expressway.
5) Basis of price determination and reference data

a) The feasibility study report of the Shenzhen Outer Ring Expressways;

b) The forecast report for the traffic volume and toll revenue of the Shenzhen Outer Ring
Expressway;

c) The relevant government approvals of the Shenzhen Outer Ring Expressway;

d) The relevant financial data of listed companies in the same industry;

e) Other relevant data obtained by public valuers through market research.
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8. APPRAISAL AND CONSULTING METHOD

By reference to the Assets Appraisal Standards — Basic Standards, Certified Public Valuers shall
select one or more basic methods for assets appraisal in accordance with appraisal object, value type, data
collection and other relevant conditions, as well as the suitability of assets analysis-based method, income
method and market method while performing the appraisal and consulting services.

The assets analysis-based method refers to the appraisal method of using the remaining balance of all
the costs for repurchasing the appraised assets minus the devaluation by real degradation, devaluation by
functional degradation and devaluation by economic degradation of the appraised assets, as the value of the
appraised assets.

The income method refers to the appraisal method of capitalizing or discounting the prospective
earnings of the assets to determine the value of the appraisal object.

The market method refers to the appraisal method of selecting several identical or similar assets as a
reference, comparing the price of the appraised assets with that of each reference and making adjustments
based on the various factors that may affect the value of the assets, and then comprehensively analyzing
each adjustment result, to determine the value of the appraised assets.

1) Suitability analysis and selection of appraisal and consulting methods

Based on the actual situation of the project, the assets analysis-based method is not suitable for
this appraisal as the repurchase costs of the appraised assets as of the base date of appraisal and
consulting and other relevant data can not be obtained.

The appraised assets are the operating right of an expressway that has not yet completed, and
although there is no historical operating data for reference, the revenues, costs and expenses of the
assets can be reasonably predicted. The company’s management can reasonably predict the conditions
of operating right of such expressway in the future, therefore, the income method is suitable for this
appraisal.

Since we could not collect the transaction data that can be compared with the business
structure, assets size, scale of operation, profitability and other factors of the appraised assets, the

market method is not suitable for this appraisal.

Based on the appraisal purpose, appraisal object, value types, data collection and related
conditions of the project, the income method is used to appraise the value of the appraised assets.
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2) Introduction of the income method

Based on the relevant government approvals, feasibility reports and traffic flow forecasts of the
appraised assets, the free cash flow to firm (FCFF) discounting method is used in this project to
appraise the value of the appraised assets. The basic idea is to estimate the operating free cash flow to

firm (FCFF) created by the appraised assets and use an appropriate discount rate to calculate the
value of the appraised assets.

The basic appraisal model: P = Zn:FCFFt(l + r)_t
t=1

of which: P: Value of the appraised assets

FCFFt: Free cash flow to firm created by the appraised assets in the year of t

r: Discount rate

t: the continuous operating period in the future of the appraised assets
In this appraisal, the free cash flow to firm (FCFF) created by the assets is defined as:
FCFF = NI + DEPR + INT — CAPEX — NWC

Of which: FCFF = The expected free cash flow attributable to all the investors
(shareholders and creditors)

NI = Net profit after tax

DEPR = Non-pocket expenses including depreciation and amortization
INT = Interest expenses after deducting income tax

CAPEX = Capital expenditures

NWC = Increase in net working capital

Income years: the income years of the appraised assets in this appraisal project is determined
to be limited years.

Discount rate: in this appraisal, based on the calculation caliber of the free cash flow to firm
(FCFF), the discount rate shall be determined based on the weighted average cost of capital (WACC).
The rate of return of the interest-bearing debt capital shall be calculated based on the five-year loan
interest rate published by the People’s Bank of China on October 31, 2015, and the rate of return of
the shareholders’ equity capital shall be determined based on the capital asset pricing model (CAPM).
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9. IMPLEMENTATION AND SITUATION OF THE APPRAISAL AND CONSULTING
PROCEDURE

1) Starting and ending time of the appraisal and consulting work

The appraisal and consulting work started from August 8, 2015 to the date when the Appraisal
and Consulting Report is issued. The closing date of the field work is August 17, 2015.

2) The main appraisal and consulting procedure that has been implemented

a) From August 8, 2015 to August 10, 2015: the preliminary survey of the project,
including to get a full understanding of the appraisal and consulting purpose, appraisal
and consulting object, scope of appraisal and consulting, and base date of appraisal and
consulting, to accept the entrusted project, formulate the appraisal and consulting
scheme and prepare the appraisal and consulting work plan.

b) From August 10, 2015 to August 17, 2015: to collect the relevant government
approvals, feasibility study reports, traffic flow forecasts and other data, and then
analyze the collected data, to determine the appraisal method based on the analysis
results to appraise and analyze the market value.

c) From August 17, 2015 to the date when the Appraisal and Consulting Report is issued:
to prepare the Appraisal and Consulting Report; and to issue the Appraisal and
Consulting Report after the internal examination and approval of our company.

10. APPRAISAL AND CONSULTING ASSUMPTIONS

This appraisal is based on the following assumptions, therefore, any big change to the assumptions
will have a significant impact on the appraisal and consulting result.

a) Assuming that the economic environment, market environment, social environment (such as
national macroeconomic policies, relation of market supply and demand, fiscal and tax
policies, domestic and foreign trade policies, environmental protection policies, financial and
monetary policies, etc.) and other factors will not be significantly changed in the future;

b) Assuming that taxes and tax policies applicable to the company of the appraised assets will not
be significantly changed after the base date of appraisal and consulting;

c) Assuming that there will be no force majeure event that will have any significant adverse
impact on the appraised assets after the base date of appraisal and consulting;

d) Assuming that the management team of the appraised assets will be responsible and dutiful
after the base date of appraisal and consulting;
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€)

g

h)

i)

i)

k)

)

Assuming that all the operating activities of the appraised assets will be carried out in
accordance with the relevant laws and regulations, industry standards and provisions on safe
production and operation;

Assuming that the appraised assets are obtained and used in accordance with the national laws,
regulations and normative documents;

Assuming that the accounting policies used for the appraised assets will be consistent in all
material respects after the base date of appraisal and consulting;

Assuming that the data provided by the entrusting party regarding this appraisal are true,
accurate and complete;

Assuming that the date when the Shenzhen Section of the Outer Ring Expressway (the Coastal
Expressway — Shenshan Expressway Section of the Outer Ring Expressway for about 60
kilometers) will be officially open to traffic is December 31, 2018;

Assuming that the tolling period of the Shenzhen Section of the Outer Ring Expressway (the
Coastal Expressway — Shenshan Expressway Section of the Outer Ring Expressway for about
60 kilometers) is 25 years, from December 31, 2018 to December 31, 2043;

Assuming that the tolling standards of the Shenzhen Section of the Outer Ring Expressway
(the Coastal Expressway — Shenshan Expressway Section of the Outer Ring Expressway for
about 60 kilometers) after such section is completed to be open to traffic, are consistent with
the expressway tolling standards of Guangdong Province issued June 30, 2015, and remain
unchanged during the 25-year operating period;

Assuming that the completion status of the Shenzhen Section of the Outer Ring Expressway
(the Coastal Expressway — Shenshan Expressway Section of the Outer Ring Expressway for
about 60 kilometers) as of the base date of appraisal and consulting is consistent with the
planning and design plan as of the date when the Appraisal and Consulting Report is issued;

Assuming that the time point for selecting all the parameters in the discount rate is October 31,
2015 while calculating the discount rate.
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11.

FORECAST, CALCULATION AND SELECTION OF IMPORTANT PARAMETERS IN THE
APPRAISAL PROCESS

1) Income forecast

The appraisal and calculation is conducted on the Shenzhen Section of the Outer Ring
Expressway (the Coastal Expressway — Shenshan Expressway Section of the Outer Ring Expressway
for about 60 kilometers). The Entrusting Party projects that the operating and tolling period of the
Shenzhen Section of the Outer Ring Expressway is 25 years, from December 31, 2018 to December
31, 2043.

Based on the Forecast Report for the Traffic Volume and Toll Revenue of Shenzhen Outer
Ring Expressway issued by the Guangdong Province Communications Planning and Design Institute
Limited, we select the forecast data in the plan in the report. Operating revenue during the operating
period is in the following table: (tolling revenue: 10,000 yuan):

Item/Year 2019 2020 2021 2022 2023 2024 2025

Tolling revenue 43,589.00  49,946.00  57,337.00  65,300.00  74,377.00  80,295.00  88,292.00
Growth rate - 14.58% 14.80% 13.89% 13.90% 7.96% 9.96%

Item/Year 2026 2027 2028 2029 2030 2031 2032

Tolling revenue 95,773.00  103,901.00  106,655.00 111,453.00 116,496.00 120,354.00 124,342.00
Growth rate 8.47% 8.49% 2.65% 4.50% 4.52% 3.31% 3.31%

Item/Year 2033 2034 2035 2036 2037 2038 2039

Tolling revenue 128,465.00  132,726.00 137,132.00 139,428.00 141,766.00  144,145.00 145,129.00
Growth rate 3.32% 3.32% 3.32% 1.67% 1.68% 1.68% 0.68%

Item/Year 2040 2041 2042 2043

Tolling revenue 146,123.00  147,126.00  148,139.00  149,161.00
Growth rate 0.68% 0.69% 0.69% 0.69%
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2) Operating costs forecast

Operating costs of expressway companies generally include staff salaries, road maintenance
fees and other out-of-pocket costs as well as depreciation, amortization and overhaul expenditures.

According to the statistics, the proportion of the out-of-pocket operating costs in the operating
income of listed companies in the same industry for nearly four years is as follows:

NO. 1 2 3 4 5 6 7
Stock code 600548 000900 600012 600350 600033 000429 600377
Company name Shenzhen Xiandai Anhui Shandong Fujian ~ Guangdong Jiangsu
Expressway Investment ~ Expressway — Expressway — Expressway Provincial ~ Expressway
Expressway
2011 25% 21% 11% 13% 15% 22% 12%
2012 19% 16% 14% 14% 14% 23% 12%
2013 17% 15% 15% 13% 13% 19% 13%
2014 17% 15% 15% 13% 12% 19% 14%
Average 19.57% 16.49% 13.64% 13.26% 13.70% 20.70% 12.61%
No. 8 9 10 1 12 13 Average
Stock code 600035 600020 600269 601107 601188 000828
Company name Hubei Henan Jiangxi Sichuan Longjiang Dongguan
Chutian ~ Zhongyuan Ganyue  Expressway Transportation  Development
Expressway ~ Expressway — Expressway (Holdings)
2011 18% 19% 19% 19% 13% 15% 16.95%
2012 18% 18% 17% 18% 18% 12% 16.51%
2013 19% 18% 15% 21% 21% 13% 16.30%
2014 18% 18% 16% 23% 16% 13% 16.03%
Average 18.08% 18.33% 16.80% 20.16% 17.09% 13.41% 16.45%

According to the relevant information, the operating costs of a listed company usually include
the operating costs and overhead expenses of expressway project companies. The overhead expenses
of expressway project companies generally account for about 3% of the income, and according to the
above statistics, the out-of-pocket operating costs of an expressway project company account for
about 13% of the income.
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Based on the data showed by the Flush* software, the assessed trading cases of comparable
expressway companies are as follows:

Trading Out-of-pocket

case Project Base date costs/income  Remarks

1 Acquisition of Hunan Licha 2013-12-31 11.40%  Including the out-of-
Highway by Xiandai pocket overhead
Investment expenses

2 Acquisition of Changsha- 2012-12-31 8.41%  Including the out-of-
Xiangtan Expressway by pocket overhead
Xiandai Investment expenses

Average 9.91%
* Hithink Royal Flush Information Network Co., Ltd. is an internet financial information service provider

whose shares are listed on the Shenzhen Stock Exchange (stock code: 300033). It provides financial
information, data analysis and software system services for the capital markets in the PRC. It is one of
the largest providers of online securities trading service, secured communication products and e-

commerce software in the PRC.

Based on the above data, we can see that the out-of-pocket costs (including the out-of-pocket
overhead expenses)of listed expressway companies account for about 16% of the operating income;
and the average out-of-pocket costs in the market trading cases account for about 10% of the

operating income.

Besides, as far as we know that the proportion of out-of-pocket operating costs of the two
expressway companies located in Shenzhen in the income is as follows:

Case 2011 2012 2013 2014
Company A 11.19% 11.87% 14.25% 14.01%
Company B 11.00% 9.98% 10.13% 10.57%
Average 11.10% 10.93% 12.19% 12.29%

The out-of-pocket operating costs of expressway companies in Shenzhen account for about
12% of the income,

Upon a comprehensive analysis, we believe that the data of expressway companies in
Shenzhen is closer to the data of the project. Whereas the company is still at the early stage of
operation, the company will need some time to improve its operation and management level.
Therefore, we calculate the out-of-pocket operating costs in the initial phase at 16% of the operating
income, and the out-of-pocket operating costs in the remaining years will be increased year by year

based on the costs of the previous year.
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Depreciation and amortization mainly involve road assets, complementary transportation
projects, tolling system, houses, etc. Specifically, for rad assets, forecast is conducted by using the
units-of-production method; for complementary transportation projects, tolling system and houses,
forecast is conducted by applying the straight-line method.

For road overhaul expenditures, overhaul fees as estimated in the Shenzhen Outer Ring
Expressway Project Feasibility Study Report issued by Shenzhen Highway Engineering Consulting
Co., Ltd. provided by the Entrusting Party in December 2013 will be used as overhaul expenditures
during the tolling period of the Outer Ring Expressway, which will be recorded as main operating
costs during that period when such overhaul expenditures occur.

The predicted annual operating costs are provided in the table below (Unit: ten thousand yuan):
Project/Year 2019 2020 2021 2022 2023

Out-of-pocket costs (excluding

major repair expenditure) 6,974.24 7,368.28 7,861.64 8,444.06 9,072.50
Depreciation and amortization 13,193.38 14,559.78 16,154.18 17,880.76 19,852.33
Major repair expenditure - - - - -
Total 20,167.62  21,928.06  24,015.82  26,324.82  28,924.83

Out-of-pocket costs (excluding
major repair expenditure)/income 16.00% 14.75% 13.71% 12.93% 12.20%

Project/Year 2024 2025 2026 2027 2028

Out-of-pocket costs (excluding

major repair expenditure) 9,750.83 10,443.12 11,189.68 11,995.13 12,864.53
Depreciation and amortization 21,097.43  20,759.54  22,391.89  24,167.31 24,790.26
Major repair expenditure - - - - -
Total 30,848.26  31,202.65  33,581.57 36,162.44  37,654.79

Out-of-pocket costs (excluding
major repair expenditure)/income 12.14% 11.83% 11.68% 11.54% 12.06%

Project/Year 2029 2030 2031 2032 2033

Out-of-pocket costs (excluding

major repair expenditure) 13,234.87 13,620.21 14,021.27 14,438.77 14,873.48
Depreciation and amortization 25,856.73  26,978.15 27,822.99  28,696.76  29,600.27
Major repair expenditure 36,652.00 - - - -
Total 75,743.60  40,598.36  41,844.26  43,135.53  44,473.75

Out-of-pocket costs (excluding
major repair expenditure)/income 11.87% 11.69% 11.65% 11.61% 11.58%
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3)

4)

Project/Year

Out-of-pocket costs (excluding
major repair expenditure)
Depreciation and amortization

Major repair expenditure

Total

Out-of-pocket costs (excluding
major repair expenditure)/income

Project/Year

Out-of-pocket costs (excluding
major repair expenditure)
Depreciation and amortization

Major repair expenditure

Total

Out-of-pocket costs (excluding
major repair expenditure)/income

Selection of income tax rate

2034 2035 2036 2037 2038
15,326.22  15,797.82  16,061.48  16,329.89  16,438.21
30,534.56  31,500.97  32,014.29  32,537.18  33,069.62
45,860.78  47,298.79  48,075.77  48,867.07  49,507.83

11.55% 11.52% 11.52% 11.52% 11.40%

2039 2040 2041 2042 2043
16,520.40  16,603.00  16,686.02  16,769.45  16,853.30
33,299.21  33,530.93  33,764.76  34,000.99  34,239.34
49,257.00 - - - -
99,076.61  50,133.93  50,450.78  50,770.44  51,092.64

11.38% 11.36% 11.34% 11.32% 11.30%

In this appraisal, income tax will be calculated based on 25% of total profit.

Depreciation & amortization forecast

Calculated based on original book value, acquisition time, accounting depreciation &

amortization years and residual value ratio of existing and future assets.

5)

Calculation and selection of discount rate

This appraisal adopts the free cash flow from road assets as income. Therefore, weighted

average cost of capital (WACC) is used as discount rate. Its calculation formula is as follows:

E

WACC = K x——+ K

(E+D)

a) Capital structure D, E

D

Value of interest-paying debt D=0.
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b)

is:

Cost of equity Ke

Cost of equity is estimated by using the capital asset pricing model (CAPM). Its formula

Cost of equity Ke=Rf+[Rm-Rf]xB+Rc

In the formula: Rf: risk-free rate;
Rm-Rf: risk premium;
B: risk coefficient;
Rc: adjustment coefficient of company-specific risks;

(1)  Risk-free rate Rf

According to China’s fixed interest rate yield curve on chinabond.com, as of 31
October 2015, 20-year treasury yield is 3.6813%, which is used as risk-free rate Rf.

(2)  Risk premium Rm-Rf

According to statistics from Aswath Damodaran, historic risk premium in the US
stock market is 6.20%, the volatility index of China relative to US S&P 500 is about
1.23, and the overall risk premium (Rm-Rf) is 7.64%.

3) B

Risk coefficient B: Inquire the listed peer companies about their financial
leverage-free risk coefficient Pu, use the arithmetic average of these Pu values as the fu
of the appraised assets and convert it into risk coefficient with financial leverage of the
appraised assets based on the target capital structure of the appraised assets (D/E for
listed peer companies as of 31 October 2015 is about 60%), which is used as  for this
appraisal.

The conversion formula between Bu and B is: f=Bux[1+D/Ex(1-T)], in which T
is income tax rate.

In this appraisal, five comparable listed companies are selected. Pfu of these
companies are as follows, according to RoyalFlush’s iFinD system:

No. Stock code Stock name Bu

1 000429.SZ  Guangdong Provincial Expressway Development  0.4689

2 600033.SH  Fujian Expressway Development 0.6295

3 600269.SH  Jiangxi Ganyue Expressway 0.6238

4 600377.SH  Jiangsu Expressway 0.6209

5 600548.SH  Shenzhen Expressway 0.5863
Mean 0.58588
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B converted based on the target capital structure of the appraised assets
B=Pux[1+D/Ex(1-T)]=0.8495

(4)  Adjustment coefficient of company-specific risks
Given the specific risks of the appraised assets by comparing it with reference
companies in terms of scale, economic development in the region where it is located
and other aspects, adjustment coefficient of risks specific to the project is 1.2%.
c) After-tax cost of debt K,
After-tax cost of interest-paying debt Ky = interest rate of debt x (1-income tax rate T)

d) Determination of WACC

Put the aforementioned parameters into the calculation formula of WACC, we obtain:

Risk Adjustment
Risk-free premium of specific Cost of
rate Rf (rm-rf) B coefficient risks equity Ke
3.6813% 7.64% 0.8495 1.20% 11.37%
Pre-tax cost Income tax After-tax cost
of debt rate of debt Kd
4.90% 25.00% 3.68%
Weighted
Interest- average cost
Cost of  After-tax cost paying debt Equity ratio of capital
equity Ke of debt Kd ratio D% E % WACC
11.37% 3.68% 60.00 100.00 8.49%

Based on the above calculations, the discount rate (WACC) of this project is 8.49%.
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6) Sensitivity Analysis
a) Sensitivity analysis of the income
Assuming that the income will be increased respectively by 5%, 10%, -5% and -10% on

the existing basis, the assessment results and the variations thereof will be as follows (Unit: ten
thousand yuan):

Income Assumption 1  Assumption 2 Assumption 3  Assumption 4
Growth rate 5% 10% -5% -10%
Assessment results 682,000.00 712,000.00 621,000.00 590,000.00
Assessment result variation 4.76% 9.37% -4.61% -9.37%

b) Sensitivity analysis of the out-of-pocket operating costs (excluding major repair
expenditure)

Assuming that the out-of-pocket operating costs (excluding major repair expenditure)
will be increased respectively by 5%, 10%, -5% and -10% on the existing basis, the assessment
results and the variations thereof will be as follows (Unit: ten thousand yuan):

Out-of-pocket costs
(excluding major repair

expenditure) Assumption 1 ~ Assumption 2 Assumption 3  Assumption 4

Growth rate 5% 10% -5% -10%

Assessment results 646,000.00 640,000.00 657,000.00 662,000.00

Assessment result variation -0.77% -1.69% 0.92% 1.69%
c) Sensitivity analysis of the discount rate

Assuming that the discount rate will be increased respectively by 5%, 10%, -5% and
-10% on the existing basis, the assessment results and the variations thereof will be as follows
(Unit: ten thousand yuan):

Discount rate Assumption 1 ~ Assumption 2 Assumption 3  Assumption 4
Growth rate 5% 10% -5% -10%
Assessment results 624,000.00 599,000.00 680,000.00 710,000.00
Assessment result variation -4.15% -1.99% 4.45% 9.06%
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d) Comprehensive analysis

Based on the above analyses, we can see that the income is the most sensitive factor for
the assess results, followed by the discount rate and the least sensitive factor is the out-of-
pocket operating costs.

12. APPRAISAL AND CONSULTING CONCLUSION

The operating right value of the Shenzhen Section of the Outer Ring Expressway (the Coastal
Expressway — Shenshan Expressway Section of the Outer Ring Expressway for about 60 kilometers)
proposed to be invested and constructed by Shenzhen Expressway is 6,510.00 million yuan (Capital form:
six billion, five hundred ten million) as of the base date of appraisal and consulting (December 31, 2018).

13. SPECIAL INSTRUCTIONS

The appraisal and consulting result stated in this Report only reflect the market value of the appraisal
object that is determined based on the appraisal and consulting purpose, value definition, appraisal and
consulting assumptions and restrictive conditions of this appraisal project and under the principle of
economy. Our company believes that the following events may affect the appraisal and consulting
conclusion, but under the current circumstances, we can not estimate the degree of influence thereof on the
appraisal and consulting result. This is a reminder for the users and readers of this Report to pay attention to
the following events.

a) This Report is a consultant appraisal Report rather than a forensic appraisal repot

b) Major assumptions in this Report include:

The base date of appraisal and consulting is the date when the Expressway is officially open to
traffic and the date when the Shenzhen Section of the Outer Ring Expressway (the Coastal
Expressway — Shenshan Expressway Section of the Outer Ring Expressway for about 60
kilometers) will be officially open to traffic is December 31, 2018 as estimated by Shenzhen
Expressway.

The tolling period of the Shenzhen Section of the Outer Ring Expressway (the Coastal
Expressway — Shenshan Expressway Section of the Outer Ring Expressway for about 60
kilometers) is 25 years, from December 31, 2018 to December 31, 2043.

The completion status of the Shenzhen Section of the Outer Ring Expressway (the Coastal
Expressway — Shenshan Expressway Section of the Outer Ring Expressway for about 60
kilometers) as of the base date of appraisal and consulting (December 31, 2018) is consistent
with the current planning and design plan.

- 1I-18 -



APPENDIX IIT VALUATION AND CONSULTATION REPORT

c)

The tolling standards of the Shenzhen Section of the Outer Ring Expressway (the Coastal
Expressway — Shenshan Expressway Section of the Outer Ring Expressway for about 60
kilometers) after such section is completed to be open to traffic, are consistent with the
expressway tolling standards of Guangdong Province issued June 30, 2015, and remain
unchanged during the 25-year operating period.

We hereby remind the users of this Report that the report conclusion is made based on the
above assumptions.

The relevant conclusions in the Forecast Report for the Traffic Volume and Toll Revenue of
Shenzhen Outer Ring Expressway issued by the Guangdong Province Communications
Planning and Design Institute Limited are quoted in this Appraisal and Consulting Report. We
have fully understood the calculation and acquiring processes of the quoted report conclusions,
and would assume the relevant responsibilities for the quoted report conclusions.

14. RESTRICTIONS ON THE USE OF THE APPRAISAL AND CONSULTING REPORT

1)

2)

Instructions for the use of the Appraisal and Consulting Report

a) The use of this Report belongs to the entrusting party. The entrusting party or other
users approved by the entrusting party to use the Assets Appraisal Report, shall
carefully read and understand each part of this Report, and any exclusive use of each
part of this Report, or any combined use of some parts, but not all, of the Report, is
likely to cause the misunderstanding of the appraisal conclusion stated in the Report.
Any exclusive use of, or any combined use (but not all) of any appraised value shown
in the Appraisal Report beyond the scope of appraisal, will make such value invalid.
The users of the Report shall pay special attention to the value definition, appraisal and
consulting assumptions, appraisal and consulting bases, special instructions and
commitment letter stated in the Report.

b) In addition to the review and use of this Report by the assets appraisal authorities as
required by laws and regulations or other agencies authorized by laws and regulations,
without the written permission or consent of the entrusting party, our company will not
provide or reveal all or part of the contents of this Report to others. In addition to the
review and use of this Report by the assets appraisal authorities as required by laws and
regulations or other agencies authorized by laws and regulations, our company has no
obligation to explain this Report to any other third party.

Restrictions

a) Any appraisal involving state-owned assets may be available for use after being filed
with the relevant authorities for the record-filing.

b) This Report may only be used for the appraisal and consulting purpose and use stated in
the Report.
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c) This Report may only be used by the users of the Appraisal Report stated in the Report.

d) Unless otherwise provided for by laws and regulations, or agreed by the relevant parties,
without the consent of our company, the contents of the Appraisal Report shall not be
excerpted, quoted or disclosed in the public media

e) This Report is not a certificate of value for the appraisal object, but the appraisal and
consulting opinions on the value of the appraisal object based on some appraisal and
consulting basis and assumptions.

15. DATE OF THE APPRAISAL AND CONSULTING REPORT

This Report is mainly based on the data acquired during the period from the beginning of this
appraisal and consulting project to the closing date of the field work. The closing date of the field work in
this appraisal and consulting project is August 17, 2015 and the date of the Appraisal and Consulting Report
is January 15, 2016.

DP International Appraisal Limited

Shenzhen, China
January 15, 2016
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The following is the report on traffic flow and toll revenue projections of Outer Ring Section A prepared by
Guangdong Traffic for the purpose of incorporation in this circular. The traffic study report was prepared
in Chinese only and set out below is an English translation of such report. In case of any discrepancies

between the Chinese and the English versions of this report, the Chinese version shall prevail.

Report on the Traffic flow and Toll Revenue Projections of
Shenzhen Outer Ring Expressway

GuangDong Province Communications Planning & Design Institute Co., Ltd. (& 3% 3¢ 181 B 55T 58 Bt
A A BRA ) (formerly & HE A B HIEHI B FH B R A FRA 7)) has been engaged by Shenzhen
Expressway Company Limited, a subsidiary of Shenzhen International Holdings Limited, to make
projections on the traffic flow and toll revenue of Shenzhen Outer Ring Expressway (ZEIIFMR =12 A 1%).

1. BRIEF INFORMATION ON THE PROJECT

Shenzhen Outer Ring Expressway is located in the north of Shenzhen, cutting through northern
Shenzhen from east to west as one of the horizontal expressways in the “7 horizontal and 13 vertical”
expressways in the expressway network of Shenzhen. It starts at the northern side of Haishang
Tianyuan, Shajing Town, Baoan District (connecting Guangzhou-Shenzhen Coastal Expressway),
generally extending to the east through Shajing Street and Songgang Street in Baoan District,
Guangming Street and Gongming Street in Guangming New District, Guanlan Street in Longhua New
District, Tangxia Town, Qingxi Town and Fenggang Town in Dongguan (Note: the Dongguan Section
is not covered in this project), Longcheng Street, Pingdi Street in Longgang District and Kengzi
Street in Pingshan New District. After the connection with Shenzhen-Shantou Expressway opens, it
will also be connected to the planned Julong Road. It provides 6 lanes in two directions with the main
route running approximately 60 km, and its design speed is 120 km/hour. It is scheduled to open in
2019.

Table 1 — Project Overview

No. Item Shenzhen Outer Ring Expressway
1 Technical grade Expressway

2 Management mode Closed management

3 Mileage of the project (Shenzhen Section) (km) 60.0

4 Number of lanes 6

5 Design speed (km/h) 120

6 Opening 2019 (estimated)
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2. RESEARCH TASKS

The subject matter of this research is a forecast of the traffic flow and toll revenue of Shenzhen Outer
Ring Expressway in future years. The scope of research mainly includes the collection of basic
information, on-site poll of vehicle flow, analysis of vehicle flow, projections of future vehicle flow
and toll revenue. Major tasks performed include the following:

1) Review of existing planning reports and analysis reports relating to the subject of research;

2) Collection of information on the social and economic development of affected areas and
analysis of the current conditions of and planning for social and economic development of
affected areas;

3) Collection of information on the traffic and transportation development of affected areas and
analysis of the current conditions of and planning for traffic and transportation development of
affected areas;

4) Collection of information on relevant facilities relating to traffic flow, toll revenue, toll-free
arrangements for holidays and weight-based toll;

5) Formulation of method for forecasting vehicle flow and toll revenue;

6) Consideration of the impact of future developments of and changes in the regional road
network and forecast of traffic flow of the project;

7) Forecast of toll revenue for project based on projected traffic flow and current toll rates.

3. METHOD OF TRAFFIC FLOW PROJECTION

The “four-stage” method mainly comprises: forecast of economic development in the affected area;
forecast of traffic demand; forecast of traffic distribution; and forecast of traffic allocation.

The method and process of forecast is as follows: first of all, a forecast on the economic growth rate
of the affected area is made; then the elasticity coefficient calculations are applied based on the
elasticity correlation between traffic and economic growth to forecast the concentration of traffic
occurrence in traffic sub-districts; on the basis of the aforesaid, a forecast of traffic distribution is
made using the Fratar model; and a forecast of traffic allocation is subsequently made.

The “four-stage” method, which is widely used in the highway industry domestic and overseas alike,

is adopted in the following traffic flow projections. Specifically, the following principal technical
processes are adopted:
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@

(2)

Organisation and verification of basic data

During this stage, existing information on the affected area is collected. Such information
includes existing analysis, traffic statistics and poll data, toll statistics data, data of road
network nodes, and socio-economic data, on the basis of which a basic trip matrix for the
affected area is formed. Such basic trip matrix is verified against the latest section traffic flow
to form a projected basic annual trip matrix.

Traffic demand projections

Projected economic growth rates of the affected area for future periods under three scenarios
(high, moderate and low) are arrived at based on the analysis of existing social and economic
conditions and the research on development trends of the affected area. Projected total traffic
demand of the affected area for future illustrative years are arrived at through elasticity
coefficient calculations based on the elasticity correlation between traffic and economic
growth, taking into account the effect of traffic policies of Shenzhen such as restrictions on the
purchase of small passenger cars and on the entry of non-Shenzhen small passenger cars.
Specifically, it includes economic growth projections, elasticity development analysis and

projections, and projections of traffic generation and attraction.

The model formula for the forecast of traffic demand is expressed as:

P/ =P'x(I+E, xn)"
Where:

Pif — future traffic generation volume (attraction volume) of traffic sub-district i;

PP - existing traffic generation volume (attraction volume) of traffic sub-district i;

E; — Elasticity coefficient of traffic indicators versus economic versus of sub-district i;

r; — GDP growth rate (%) of traffic sub-district i;

n — Applicable period of forecast (identifying the illustrative years);
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(3) Projections of traffic distribution
Based on the basic trip matrix and projected traffic generation and attraction of the affected
area, projections of the future traffic and trip distribution of the affected area are made using

the Fratar model and double bind method.

The Fratar model of traffic distribution is expressed as:

L +L.
Q.K+1 :Q.K x FEx k1 T

(0f xF*)

Where:

Q,j( " Traffic volume between District i and District j in future years;

QHK — Traffic volume between District i and District j in the basis year;

Ffo ij — Multiples of growth in traffic generation volumes of District i and District j;
P — Traffic generation volume of District i in the basis year;

A} — Traffic attraction volume of District i in the basis year;

K — Number of replacements;

n — Number of traffic sub-districts.
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C))

Flow allocation

Flow allocation means the allocation of trip volumes between different districts to the road
network to determine the traffic flow of particular road sections in the road network. The core
issue of flow allocation is the choice of routes. Subject to consolidated costs such as road toll,
road section mileage and time value and taking into account factors such as future changes in
road sections and the impact of railway transport, the stochastic user equilibrium model has
been adopted in this study to forecast the traffic flows of road sections.

The fundamental concept underlying the stochastic user equilibrium is that there are multiple
trip routes between any two departure points and, because of the lack of complete
understanding of the status of the road network and real time traffic conditions, as well as
other non-quantifiable factors, each traveler’s estimation about the trip resistance of each
section in the road network is different from the others, and it can be approximated that he/she
takes into account random variables with a certain probability distribution. Hence, every time a
user goes on a trip, he/she tends to choose the route with the least resistance according to his/
her estimation. As a result, when the traffic allocation is completed, no single user will be able
to reduce such estimated resistance by unilaterally changing his/her route. The underlying
assumptions for the establishment of this model are as follows:

. Actual traffic resistance exists in any section in the road network, and the traveler’s
estimation of the sectional resistance represents a random variable of the average value

of actual traffic resistance in a section.

. The respectively probability distributions for estimated resistance in different road
sections are independent from one another.

o The traveler chooses the route that he/she thinks will be met with the least estimated
resistance.
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The relevant formula is as follows:

Assuming C ,i’ is the estimated resistance between departure point i and destination j, and C ,i/
is an average value representing the random distribution of C, (Cy being the trip resistance of
the shortest route between i and j), then:

C! =C,+¢,, &, being the random error.

ﬁS
Cy = | Toll, + 5x L, +yxt, x| I +a, x(’c“—J
k

N
Where: , namely, the general cost

for a section (k) of a specific route, which is the sum of fixed costs such as road and
bridge tolls and operating costs (6 x L) and the value of time spent for the trip

s

By
(yxt, x ]+0{S><[x—sJ )

On this basis, the probability of the traveler choosing a specific route is arrived at as follows,
using the utility theory:

pi_ exp(—@xC,’f)
¢ Zexp(—@xC}’)
/

Allocation is then carried out according to the aforesaid probability.

Key considerations in the process of road network allocation include:

Design speed and delays in operation;

v Trip modes, such as railway transport;

v Diversion by/conversion with new projects;
v Road toll;

v Accessibility;

v

v

Time value.
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4. KEY BASIC ASSUMPTIONS

The “four-stage” method is adopted for the current traffic flow projection. The key basic assumptions
include assumptions on economic growth, traffic elasticity and changes in road networks. The
assumptions on economic growth are based on an analysis of the history of economic development of
the affected area, taking into account relevant development planning, the new normal status of
China’s economic development and by reference to other relevant reports; the assumptions on traffic
elasticity are based on an analysis of the history of traffic elasticity in the affected area, taking into
account the development patterns of the traffic elasticity coefficient of other regions, level of vehicle
possession in Shenzhen and the policy of purchase restrictions for small passenger vehicles; the
assumption on road network changes are made on the basis of the Guangdong provincial expressway
network planning and Shenzhen municipal trunk road network planning and relevant road network
plans and construction arrangements. The detailed assumptions are set out as follows:

(1)  Assumptions on economic growth
Under the moderate scenario, the economic growth rates of Shenzhen, the primary affected
area, for the future periods are as follows: approximately 8.0% for 2016-2020; approximately
6.5% for 2021-2025; approximately 5.5% for 2026-2030; approximately 4% for 2031-2040;
approximately 3.5% for 2041-2045.

(2)  Assumptions on traffic elasticity
Passenger vehicle elasticity assumptions for Shenzhen, the primary affected area: 0.42 for
2016-2020; 0.40 for 2021-2025; 0.38 for 2026-2030; 0.35 for 2031-2040; 0.32 for 2041-2045;
truck elasticity assumption: 0.40 for 2016-2020; 0.36 for 2021-2025; 0.32 for 2026-2030; 0.27
for 2031-2040; 0.24 for 2041-2045.

(3) Assumptions on road network changes

According to the relevant planning, the major highway construction plans of the affected area
in future are as follows:

Table 2 — Future Construction Plans for Major Related Roads in the Affected Area

No. Completed in: Related highways Remark
1 Early 2018 Longguan Expressway, Eastern Cross-border
and Pingyan Corridor open
2 Early 2019 Outer Ring Expressway opens
3 Early 2020 Bulong Connection Lane of Guanggiao Avenue
4 End 2023 Shenzhong Corridor opens
5 End 2023 Longyan Expressway opens
6 End 2027 Toll period of Jihe Expressway expires
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5. TRAFFIC FLOW PROJECTIONS

The “four-stage” method is adopted by the report. Taking 2014 as the basis point, forecasts of vehicle

flow at Shenzhen Outer Ring Expressway over the years are made under the moderate, high and low

scenarios. Results for the Shenzhen Section are set out as follows:

Table 3 — Projected traffic flow of Shenzhen Outer Ring Expressway, Shenzhen Section (standard car/

day)

Year

2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043

Note:

Moderate

34,900
40,048
46,055
52,560
59,988
64,679
71,323
77,473
84,162
86,509
90,527
94,752
97,935
101,227
104,631
108,151
111,792
113,726
115,696
117,702
118,567
119,440
120,321
121,211
122,109

High

36,407
41,910
48,298
55,194
63,079
68,103
76,835
83,883
91,588
94,620
99,071
103,753
107,239
110,843
114,571
118,426
122,412
123,575
124,752
125,942
126,629
127,322
128,020
128,725
129,436

Low

33,429
38,186
43,812
49,941
56,933
61,312
66,418
71,632
77,263
78,853
81,889
85,059
87,567
90,150
92,812
95,553
98,377
99,714
101,071
102,448
103,083
103,724
104,371
105,023
105,681

The traffic flow set out in the above table represents the total traffic flow of the project including toll-free

vehicles and green-passage vehicles.
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6. TOLL REVENUE PROJECTIONS

Toll revenue of the project is estimated on the basis of traffic flow projections and current toll rates,

taking into account factors such as toll-free vehicles, green-passage vehicles, toll-free passage for

small passenger vehicles (7-seaters or below) during the 4 major festive holidays and weight-based

toll. Specifically, the estimations include traffic flow projections by vehicle type, projected ratio

between toll-free vehicles and green-passage vehicles, analysis of the effect of toll-free passage for

small passenger vehicles (7-seaters or below) during the 4 major festive holiday periods, and analysis
of the effect of weight-based toll.

ey

Toll rates adopted by the report

According to the “Notice on the Implementation of Uniform Vehicle Passage Toll Rates for
All Expressways in Guangdong Province” issued by the Transport Department of Guangdong
Provincial Government (Yue Fei [2012] No. 1), toll rates adopted by the report are as follows:
Table 4 — Current toll rates of 6-Lane Expressways

Vehicle type Class I Class II Class IIT Class IV Class V

Toll rates (RMB/km) 0.60 0.90 1.20 1.80 2.10
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(2)

Results of toll revenue projections

Forecast toll revenue of Shenzhen Outer Ring Expressway for future periods of operation:

Table 9 — Forecast toll revenue of Shenzhen Section of Shenzhen Outer Ring Expressway for
the years indicated (RMB in ten thousands)

Year Moderate High Low
2019 43,589 45,472 41,752
2020 49,946 52,269 47,624
2021 57,337 60,130 54,545
2022 65,300 68,573 62,047
2023 74,377 78,209 70,588
2024 80,295 84,546 76,115
2025 88,292 95,115 82,220
2026 95,773 103,697 88,552
2027 103,901 113,069 95,385
2028 106,655 116,653 97,216
2029 111,453 121,971 100,817
2030 116,496 127,563 104,578
2031 120,354 131,788 107,612
2032 124,342 136,155 110,736
2033 128,465 140,669 113,953
2034 132,726 145,335 117,265
2035 137,132 150,159 120,676
2036 139,428 151,503 122,249
2037 141,766 152,862 123,845
2038 144,145 154,236 125,464
2039 145,129 154,997 126,177
2040 146,123 155,765 126,896
2041 147,126 156,540 127,622
2042 148,139 157,322 128,354
2043 149,161 158,111 129,093

Total 2,797,449 3,012,709 2,501,382
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APPENDIX V LETTER RELATING TO DISCOUNTED FUTURE
ESTIMATED CASH FLOWS

Set out below is the text of the letter from PwC relating to discounted future estimated cash flows, for
the purpose of inclusion in this circular.

-
pwc R kA E

INDEPENDENT REPORTING ACCOUNTANT’S ASSURANCE REPORT ON THE
CALCULATION OF DISCOUNTED FUTURE ESTIMATED CASH FLOWS IN CONNECTION
WITH THE VALUATION OF OPERATING RIGHTS OF THE SHENZHEN SECTION OF
SHENZHEN OUTER RING EXPRESSWAY (COASTAL EXPRESSWAY - SHENSHAN
EXPRESSWAY SECTION)

TO THE BOARD OF DIRECTORS OF SHENZHEN INTERNATIONAL HOLDINGS LIMITED

We have completed our assurance engagement to report on the calculations of the discounted future
estimated cash flows on which the valuation (the “Valuation”) dated 15 January 2016 prepared by DP
International Appraisal Limited in respect of the appraisal of the fair value of operating rights of the
Shenzhen Section of Shenzhen Outer Ring Expressway (Coastal Expressway — Shenshan Expressway
Section) (the “Outer Ring Section A”) (the “Target Asset”) as at 31 December 2018 is based. The
Valuation is set out in Appendix III of the circular of Shenzhen International Holdings Limited (the
“Company”) dated 25 April 2016 (the “Circular”) in connection with the concession agreement entered on
18 March 2016 between the Transport Commission of Shenzhen Municipality and Shenzhen Outer Ring
Expressway Investment Company Limited, a subsidiary of the Company, in respect of the Outer Ring
Section A and the joint investment and construction agreement entered on 18 March 2016 among Shenzhen
Expressway Company Limited, a subsidiary of the Company, Shenzhen Outer Ring Expressway Investment
Company Limited and Shenzhen SEZ Construction and Development Group Co., Ltd.. The Valuation based
on the discounted future estimated cash flows is regarded as a profit forecast under Rule 14.61 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

Directors’ Responsibility for the Discounted Future Estimated Cash Flows

The directors of the Company are responsible for the preparation of the discounted future estimated
cash flows in accordance with the bases and assumptions determined by the directors and as set out on pages
III-1 to II-20 of the Circular. This responsibility includes carrying out appropriate procedures relevant to the
preparation of the discounted future estimated cash flows for the Valuation and applying an appropriate
basis of preparation; and making estimates that are reasonable in the circumstances.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
* Tel: +852 2289 8888, Fax: +852 2810 9888, www.pwchk.com
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Our Independence and Quality Control

We have complied with the independence and other ethical requirement of the Code of Ethics for
Professional Accountants issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”), which is founded on fundamental principles of integrity, objectivity, professional competence
and due care, confidentiality and professional behaviour.

Our firm applies Hong Kong Standard on Quality Control 1 issued by the HKICPA and accordingly
maintains a comprehensive system of quality control including documented policies and procedures
regarding compliance with ethical requirements, professional standards and applicable legal and regulatory
requirements.

Reporting Accountant’s Responsibilities

It is our responsibility to report, as required by paragraph 29(2) of Appendix 1B of the Listing Rules,
on the calculations of the discounted future estimated cash flows on which the Valuation is based. We are
not reporting on the appropriateness and validity of the bases and assumptions on which the discounted
future estimated cash flows are based and our work does not constitute any valuation of the Target Asset.

We conducted our work in accordance with the Hong Kong Standard on Assurance Engagements
3000 (Revised) “Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information” issued by the HKICPA. This standard requires that we plan and perform the assurance
engagement to obtain reasonable assurance on whether the discounted future estimated cash flows, so far as
the calculations are concerned, has been properly compiled in accordance with the bases and assumptions as
set out on pages III-1 to II[-20 of the Circular. We reviewed the arithmetical calculations and the
compilation of the discounted future estimated cash flows in accordance with the bases and assumptions.

The discounted cash flows do not involve the adoption of accounting policies. The discounted cash
flows depend on future events and on a number of assumptions which cannot be confirmed and verified in
the same way as past results and not all of which may remain valid throughout the period. Our work has
been undertaken for the purpose of reporting solely to you under paragraph 29(2) of Appendix 1B of the
Listing Rules and for no other purpose. We accept no responsibility to any other person in respect of our
work, or arising out of or in connection with our work.

Opinion

In our opinion, based on the foregoing, so far as the calculations are concerned, the discounted future
estimated cash flows, has been properly compiled in all material respects in accordance with the bases and
assumptions made by directors of the Company as set out on pages III-1 to III-20 of the Circular.
PricewaterhouseCoopers

Certified Public Accountants
Hong Kong, 25 April 2016
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility, includes
particulars given in compliance with the Listing Rules for the purpose of giving information with regard to
the Group. The Directors, having made all reasonable enquiries, confirm that to the best of their knowledge
and belief the information contained in this circular is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission of which would make any statement

herein or this circular misleading.
2. DISCLOSURE OF INTERESTS

As at the Latest Practicable Date, the interests and short positions of the Directors and chief
executives of the Company in the shares, underlying shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the SFO) which were required to be (i) notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which the Directors and the chief executives were taken or deemed to have under
such provisions of the SFO); or (ii) entered in the register kept by the Company pursuant to section 352 of
the SFO; or (iii) notified to the Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) contained in the Listing Rules were as
follows:

Long positions in the shares of the Company

Approximate

% of issued

Number of Nature of shares of the

Name of Directors shares held Capacity interest Company
Gao Lei 130,000  Beneficial owner Personal 0.01%
Li Jing Qi 864,840 Beneficial owner Personal 0.05%
Liu Jun 900,000  Beneficial owner Personal 0.05%
Li Lu Ning 130,000  Beneficial owner Personal 0.01%

Long positions in the underlying shares of the Company

Number of

unlisted share Approximate

options (physically % of issued

Name of settled equity Nature of shares of the
Directors derivative) held Capacity interest Company
Gao Lei 1,400,000 Beneficial owner Personal 0.07%
Li Jing Qi 1,330,000  Beneficial owner Personal 0.07%
Zhong Shan Qun 1,050,000  Beneficial owner Personal 0.06%
Liu Jun 1,050,000 Beneficial owner Personal 0.06%
Li Lu Ning 1,050,000 Beneficial owner Personal 0.06%
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Save as disclosed above, as at the Latest Practicable Date, none of the Directors and chief executives
of the Company was interested in the shares, underlying shares or debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the SFO) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which the Directors or the chief executives were taken or deemed to have under
such provisions of the SFO) or which are required to be entered into the register maintained by the Company
under section 352 of the SFO or which are required to be notified to the Company and the Stock Exchange
pursuant to the Model Code. Messrs. Gao Lei, Li Jing Qi, Liu Jun and Li Lu Ning are the directors of
Ultrarich International Limited which has an interest or short position in the shares and underlying shares of
the Company which would fall to be disclosed under Divisions 2 and 3 of Part XV of the SFO.

3. COMPETING INTEREST

As at the Latest Practicable Date, none of the Directors and their respective close associates were
interested in any business, apart from the Group’s business, which competes or is likely to compete, either
directly or indirectly, with the Group’s business.

4. INTERESTS IN CONTRACT OR ARRANGEMENT

As at the Latest Practicable Date, none of the Directors was materially interested in any contracts or
arrangement entered into by any members of the Group which is subsisting at the date of this circular and
which is significant in relation to the business of the Group.

5. DIRECTORS’ INTERESTS IN ASSETS

None of the Directors has any direct or indirect interest in any assets which have been, since 31
December 2015, being the date to which the latest published audited accounts of the Group were made up,
acquired or disposed of by, or leased to any members of the Group, or are proposed to be acquired or
disposed of by, or leased to any members of the Group.

6. MATERIAL ADVERSE CHANGE

The Directors are not aware of any material adverse change in the financial or trading position of the
Group since 31 December 2015, the date to which the latest published audited financial statements of the
Group have been made up.

7. LITIGATION

As at the Latest Practicable Date, no litigation or claim of material importance is known to the
Directors to be pending or threatened against any member of the Group.

8. SERVICE CONTRACTS
As at the Latest Practicable Date, none of the Directors has entered, or is proposing to enter, into any

service contract with the Group which is not expiring or may not be terminated by the Company within a
year without payment of any compensation (other than statutory compensation).
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9. EXPERT

(@)

(b)

(©)

(d)

The following is the qualification of the expert who has given its opinion or advice for the
inclusion in this circular:

Name Qualifications

DP International an independent qualified valuer in the PRC engaged in valuation
PwC Certified Public Accountants, Hong Kong

Guangdong Traffic traffic consultants

As at the Latest Practicable Date, each of PwC, DP International and Guangdong Traffic had
no beneficial shareholding interest in any member of the Group or the right (whether legally
enforceable or not) to subscribe for or to nominate persons to subscribe for securities of any
member of the Group.

Each of PwC, DP International and Guangdong Traffic has given and has not withdrawn its
written consent to the issue of this circular, with inclusion of its letter/report and references to
its name in the form and context in which it is included.

As at the Latest Practicable Date, each of PwC, DP International and Guangdong Traffic was
not interested, directly or indirectly, in any assets which had since 31 December 2015 (being
the date to which the latest published audited accounts of the Group were made up) been
acquired or disposed of by or leased to any member of the Group or which are proposed to be
acquired or disposed of by or leased to any member of the Group.

10. MATERIAL CONTRACTS

As at the Latest Practicable Date, the following contracts (not being contracts entered into in the

ordinary course of business) were entered into by members of the Group within the two years immediately

preceding the date of this circular and are, or may be, material:

(@)

(b)

©

the Concession Agreement;
the Joint Investment and Construction Agreement;

the agreement dated 7 March 2016 entered into between the Company and Shenzhen Nongke
Holdings Company Limited, in relation to the acquisition of a property situated in Shenzhen at
a cash consideration of RMBI1,168 million for use as the office premises of the Group in
Shenzhen, details of which are set out in the announcement of the Company dated 7 March
2016;
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(d)

(©

®

(2)

(h)

the share subscription agreement dated 23 December 2015 entered into between SZ
Expressway and Bank of Guizhou Co., Ltd., in relation to the subscription of shares in
Bank of Guizhou Co., Ltd., details of which are set out in the announcement of the Company
dated 23 December 2015;

the agreement entered into between SZ Expressway and the Transport Commission (on behalf
of the Shenzhen government) on 30 November 2015 relating to the toll adjustment of
Nanguang Expressway, Yanpai Expressway and Yanba Expressway, the transfer of assets and
the relevant compensation arrangement, details of which are set out in the announcements of
the Company dated 2 December 2015 and 3 December 2015 and the circular of the Company
dated 12 January 2016;

the agreement entered into between Shenzhen Longda Expressway Company Limited and the
Transport Commission (on behalf of the Shenzhen government) on 30 November 2015 relating
to the toll adjustment of the 23.8 km section of Longda Expressway from the starting point of
Longda Expressway to the Nanguang Ramp, the transfer of assets and the relevant
compensation arrangement, details of which are set out in the announcements of the
Company dated 2 December 2015 and 3 December 2015 and the circular of the Company
dated 12 January 2016;

the share transfer agreement dated 30 October 2015 entered into among Mei Wah Industrial
(Hong Kong) Limited (a subsidiary of the Company), Sumgreat Investments Limited,
Shenzhen Huayu Investment & Development (Group) Co., Ltd., and Mr. Chen Yangnan in
relation to the sale and purchase of the entire issued share capital of Fameluxe Investment
Limited, details of which are set out in the announcement of the Company dated 30 October
2015; and

the agreement dated 10 September 2014 entered into between Shenzhen Longhua New Area
Administrative Committee (I TH FEHEH % Z &), the Company and SZ Expressway in
relation to, among other things, the payment of the land premium in respect of the Meilin
Checkpoint land parcels, being the amount of RMB3,566,700,000 (subject to final
adjustments), details of which are set out in the Company’s announcement and circular
dated 10 September 2014 and 22 October 2014 respectively.

11. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business hours at
Rooms 2206-2208, 22nd Floor, Greenfield Tower, Concordia Plaza, No. 1 Science Museum Road,
Tsimshatsui East, Kowloon, Hong Kong up to and including the date of the SGM:

()

(b)

the memorandum of association and bye-laws of the Company;
the annual reports of the Company for each of the financial years ended 31 December 2014

and 2015 (each of which contains the audited financial statements of the Group for the
respective year);
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(©)

(d)

(e)

®

()

(h)

@

)

the assurance report on the compilation of unaudited pro forma financial information, the text
of which is set out in Appendix II to this circular;

the valuation and consultation report prepared by DP International, the text of which is set out
in Appendix III to this circular;

the traffic study report prepared by Guangdong Traffic, the text of which is set out in
Appendix IV to this circular;

the letter from PwC on the discounted future estimated cash flows in connection with the
valuation and consultation of the operating right for Outer Ring Section A, the text of which is
set out in Appendix V to this circular;

the letters of consent from each of PwC, DP International and Guangdong Traffic;

the material contracts referred to in the paragraph headed “Material Contracts” in this
Appendix;

the circular of the Company dated 12 January 2016; and

this circular.

12. MISCELLANEOUS

The company secretary of the Company is Ms. Tam Mei Mei. She is a Certified Public Accountant of

the Hong Kong Institute of Certified Public Accountants.

The registered office of the Company is situated at Clarendon House, 2 Church Street, Hamilton HM

11, Bermuda. The principal place of business of the Company is at Rooms 2206-2208, 22nd Floor,

Greenfield Tower, Concordia Plaza, No. 1 Science Museum Road, Tsimshatsui East, Kowloon, Hong Kong.

The Hong Kong branch share registrar and transfer office of the Company is Tricor Tengis Limited,
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong.

In the event of inconsistency, the English text of this circular shall prevail over the Chinese text

except for the English names of certain PRC entities which are translated from their Chinese names and are

included herein for identification purpose only, in which case their Chinese names shall prevail.
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NOTICE OF SGM

Shenzhen International Holdings Limited
o I B B 12 f B R A A

(Incorporated in Bermuda with limited liability)
(Stock Code: 00152)

NOTICE OF THE SPECIAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that a special general meeting (“SGM”) of Shenzhen International
Holdings Limited (the “Company”) will be held at Picasso Room, Bl Level, InterContinental Grand
Stanford Hong Kong, 70 Mody Road, Tsimshatsui East, Kowloon, Hong Kong on Friday, 13 May 2016 at
11:15 a.m. immediately following its annual general meeting (scheduled at 11:00 a.m. on the same day) for
the purpose of considering and, if thought fit, passing (with or without modifications) the following ordinary
resolutions:

1. “THAT the concession agreement dated 18 March 2016 between Shenzhen Outer Ring
Expressway Investment Company Limited (RIITT MR S A B $ & A BR /A ) (“Outer Ring
Company”, a subsidiary of the Company) and Transport Commission of Shenzhen
Municipality (the “Concession Agreement”, a copy of which has been tabled at the meeting
marked “A” and initialed by the chairman of the meeting for the purpose of identification) and
the joint investment and construction agreement dated 18 March 2016 between Shenzhen
Expressway Company Limited (a 50.889%-owned subsidiary of the Company), Outer Ring
Company and Shenzhen SEZ Construction and Development Group Co., Ltd. (the “Joint
Investment and Construction Agreement”, a copy of which has been tabled at the meeting
marked “B” and initialed by the chairman of the meeting for the purpose of identification)
together with the respective transactions contemplated thereunder be and are hereby approved,
confirmed and ratified, and the board of directors of the Company be and is hereby authorised
to do all such acts and things as it considers necessary or expedient to implement or give effect
to the Concession Agreement and the Joint Investment and Construction Agreement including
without limitation to the execution, amendment, supplement, delivery, waiver, submission and
implementation of any further documents or agreements.”

- SGM-1 -



NOTICE OF SGM

2. “THAT Messrs. KPMG be and is hereby appointed as the auditor of the Company to hold
office until the conclusion of the next annual general meeting of the Company and that the
board of directors of the Company be and is hereby authorised to fix the remuneration of the
auditor of the Company.”

By Order of the Board
Shenzhen International Holdings Limited
Tam Mei Mei
Company Secretary

Hong Kong, 25 April 2016

Notes:

1. A form of proxy for use at the meeting is enclosed herewith.

2. Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and vote
instead of him in accordance with the Company’s bye-laws. A proxy need not be a member of the Company but must
be present in person to represent the member.

3. To be valid, a form of proxy, together with the power of attorney (if any) or other authority (if any) under which it is
signed or a notarially certified copy of such power of attorney or authority, must be lodged with the branch share
registrar of the Company in Hong Kong, Tricor Tengis Limited at Level 22, Hopewell Centre, 183 Queen’s Road East,
Hong Kong, not less than 48 hours before the time for holding the meeting or any adjournment thereof.

4. Completion and return of the form of proxy will not preclude members from attending and voting in person at the
meeting or any adjournment thereof (as the case may be) should they so wish, and in such event, the instrument
appointing a proxy shall be deemed to be revoked.

5. The instrument appointing a proxy shall be in writing under the hand of the appointor or his attorney duly authorised in
writing, or if the appointor is a corporation, either under seal or under the hand of an officer or attorney duly
authorised.

6. Shareholders whose name appear on the Company’s register of members on Friday, 13 May 2016, will be eligible for

attending and voting at the SGM. The Company’s register of members will be closed from Wednesday, 11 May 2016 to
Friday, 13 May 2016, both days inclusive, during which no transfer of shares will be registered. In order to be eligible
for attending and voting at the SGM, all transfer forms accompanied by the relevant share certificates must be lodged
with the Company’s branch share registrar in Hong Kong, Tricor Tengis Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than 4:30 p.m. on Tuesday, 10 May 2016.
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