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Independent Financial Adviser to the Independent Board Committee
and the Independent Shareholders

A notice convening the SGM (as defined herein) of Shenzhen International Holdings Limited to be held at Conference Room,
16th Floor, Shenzhen International Building, 8045 Hongli West Road, Futian District, Shenzhen, China on Friday, 10 December
2021 at 9:30 a.m. or any adjournment thereof is set out on pages SGM-1 to SGM-2 of this circular.

Whether or not you are able to attend and vote at the SGM, you are requested to complete the accompanying form of proxy and
return it to the branch share registrar of the Company (as defined herein), Tricor Tengis Limited, at Level 54, Hopewell Centre,
183 Queen’s Road East, Hong Kong as soon as possible and in any event not less than 48 hours before the time appointed for
holding of the meeting or any adjournment thereof (as the case may be). Completion and return of the form of proxy will not
preclude you from attending and voting in person at the meeting or any adjournment thereof should you so wish.

To safeguard the health and safety of the Shareholders (as defined herein) and to prevent the spreading of the novel coronavirus
(“COVID-19”) pandemic, the following precautionary measures will be implemented at the SGM, without limitation:

. compulsory body temperature screening/checks;

. mandatory wearing of surgical face masks;

. appropriate distancing and spacing in line will be maintained and as such, the Company may limit the number of attendees at the SGM as may be
necessary to avoid over-crowding;

. no refreshment or souvenirs will be provided at the SGM; and

. any person who does not comply with the precautionary measures to be taken at the SGM, or is subject to any quarantine prescribed by Shenzhen
Municipal Government of China may be denied entry into the meeting venue.

For the health and safety of Shareholders, the Company encourages Shareholders NOT to attend the SGM in person,

and advises the Shareholders to appoint the Chairman of the SGM as their proxy to vote according to their indicated

voting instructions as an alternative to attending the SGM in person.

Subject to the development of COVID-19, the Company may implement further changes and precautionary measures

and may issue further announcement on such measures as appropriate.

24 November 2021
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DEFINITIONS

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

otherwise:
%

“Acquisition”

“acting in concert”

“Agreed Period”

“Amended JV Articles”

“Amount Payable”

“A Shares”

“associate(s)”

“Bay Area Development”

“Bay Area Development Group”

“Bay Area Development Share(s)”

“Bidding”

“Board”

“Business Days”

“Bye-Laws”

“CMF Disposal”

per cent

the acquisition of the Sale Shares as contemplated under the Sale
and Purchase Agreement

has the meaning ascribed thereto in the Takeovers Code

three months prior to the fifth anniversary of the Previous Placing
Completion Date

the amended articles of the Xintang JV dated 10 September 2020
entered into and adopted by the Parties

HK$2,450,034,805.18, being the amount payable by the Purchaser
to the Seller for the Sale Shares under the Sale and Purchase
Agreement

domestic shares with nominal value of RMBI1.00 each in the
ordinary share capital of Shenzhen Expressway, which are listed on
the Shanghai Stock Exchange and traded in RMB (Security Code:
600548)

has the meaning ascribed thereto under the Listing Rules
Shenzhen Investment Holdings Bay Area Development Company
Limited, a company incorporated in the Cayman Islands with
limited liability and the shares of which are listed on the Main
Board of the Stock Exchange (Stock Code: 00737), and is a non-
wholly-owned subsidiary of the Target Company

Bay Area Development and its subsidiaries

ordinary share(s) of par value HK$0.1 each in the share capital of
Bay Area Development

the bidding for the land use rights of the Project Land by the
Xintang JV

the board of directors of the Company

working days of licensed banks in the PRC and Hong Kong, except
Saturdays, Sundays and statutory holidays in the PRC and Hong
Kong

the bye-laws of the Company (as amended from time to time)

disposal of the Previous Placing Shares by CMF Fund to
independent third parties



DEFINITIONS

“CMF Fund”

“CMS”

“CMS Valuation Report”

“Company”

“Completion”

“Completion Date”

“Conditions”
“Conditions Satisfaction
Notification”

“Consideration”

“Contingent Consideration”

“controlling shareholder(s)”
“Director(s)”

“Disposal”

CMF Global Quantitative Stable Segregated Portfolio, the placee
under the Previous Placing and a shareholder of Bay Area
Development interested in approximately 9.45% of the total
issued share capital of Bay Area Development

China Merchants Securities Co., Ltd., the financial adviser of
Shenzhen Expressway in the PRC in respect of the Transactions

the valuation report on Bay Area Development issued by CMS on
12 July 2021

Shenzhen International Holdings Limited, a company incorporated
in Bermuda with limited liability, the shares of which are listed on
the Main Board of the Stock Exchange (Stock Code: 00152)

completion of the Sale and Purchase Agreement

the date of the Completion, being 20 Business Days after the date
of the delivery of the Conditions Satisfaction Notification (or such
date as otherwise agreed in writing by the Purchaser and the Seller)

the condition precedents to the Completion

the written notification from one party of the Sale and Purchase
Agreement (as the case may be) to the other party of the Sale and
Purchase Agreement that all Conditions have been satisfied

the consideration of the Sale Shares, estimated not exceeding
HK$10,479,000,000

the aggregate of (i) the amount payable by the Purchaser and
Shenzhen Expressway to SIHCL and/or the Seller under the
Payment Obligation Agreement and (ii) the amount of tax arising
out of the Transactions payable by the Purchaser, which is
estimated to be no more than HK$139,000,000

has the meaning ascribed thereto under the Listing Rules
the director(s) of the Company

the Target Group (through Shenwan Infrastructure) and GPCG
(through Guangdong Highway Construction) disposed of an
aggregate of 60% equity interest in the Xintang JV (representing
22.5% equity interest held by Shenwan Infrastructure and 37.5%
equity interest held by Guangdong Highway Construction) together
with their respective rights in the corresponding proportion of the
shareholder’s loan to Xintang JV (including the outstanding accrued
interests thereof) through public listing
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“Encumbrances”

[l

“Enlarged Group’

“Executive”

“GPCG”

“Group”

“GS Expressway”

“GS JVv”»

“Guangdong Highway Construction”

“GZ West Expressway”

“GZ West JV”

“HK$” or “HKD77

“Hong Kong”

(i) any valid mortgage, pledge, charge, lien, rights of preemption,
guarantee, trust arrangements or any other similar restriction on
rights securing, or conferring any priority of payment in respect of,
any obligation of any person; (ii) any valid lease, sub-lease,
occupancy agreement or covenant granting a right of use or
occupancy to any person; (iii) any valid proxy, power of attorney,
voting trust agreement, beneficial interest, option, right of first offer
or refusal or other transfer restriction in favour of any person; and
(iv) any adverse, legal and valid claim as to title, possession or use

the Group as enlarged by the Acquisition

The Executive Director of the Corporate Finance Division of the
SFC or any of his delegates

Guangdong Provincial Communication Group Company Limited*
(EREBCHEBAHRAF) and its subsidiaries collectively
(including Guangdong Highway Construction, Lealu Investment
and Leaxin Investment)

the Company and its subsidiaries, including the Shenzhen
Expressway Group

Guangzhou-Shenzhen section of G4 Beijing-Hong Kong-Macao
Expressway

Guangzhou-Shenzhen-Zhuhai Expressway Company Limited* (/% &
BRI BN B AR/ T, the joint venture established for the GS
Expressway, which Bay Area Development is entitled to 45% profit
distribution right

Guangdong Provincial Highway Construction Company Limited*
(BEHRAE A EF A PR A, the PRC joint venture partner of GS
JV and a company established in the PRC with limited liability and
a non wholly-owned subsidiary of Guangdong Provincial

Communication Group Company Limited* (J& 5% 3¢ 48 5 84 R
/3 H]), being a state-owned enterprise established in the PRC

Guangzhou-Zhuhai West Expressway, also known as the Western
Delta Route

Guangdong Guangzhou-Zhuhai West Expressway Company
Limited* (B HREERTU4F =2 A B A FR/AF]), the joint venture
company established for the GZ West Expressway, which Bay
Area Development is entitled to 50% profit distribution right

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC
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“H Share(s)”

“Independent Board Committee”

“Independent Financial Adviser” or
“Dakin Capital”

“Independent Shareholder(s)”

“JV Agreement”

“JV Articles”

“Latest Practicable Date”

“Lealu Investment”

“Leaxin Investment”

“Listing Rules”

“Measures”

the overseas listed foreign share(s) with nominal value of RMB1.00
each in the ordinary share capital of Shenzhen Expressway, which
are listed on the Main Board of Stock Exchange and traded in Hong
Kong in HK$ (Stock Code: 00548)

the independent board committee of the Company formed to advise
the Independent Shareholders in respect of the Sale and Purchase
Agreement, Payment Obligation Agreement and the transactions
contemplated thereunder

Dakin Capital Limited, a corporation licensed by the SFC to
conduct Type 6 (advising on corporate finance) regulated activity
under the SFO and the independent financial adviser appointed to
advise the Independent Shareholders in respect of the Sale and
Purchase Agreement, Payment Obligation Agreement and the
Transactions

Shareholders who are independent of SIHCL and its associates and
are not required to abstain from voting on the relevant resolution at
the SGM

the joint venture agreement dated 29 November 2019 entered into
among the Parties in respect of the establishment, management and
operation of the Xintang JV

the articles of the Xintang JV dated 29 November 2019 entered into
and adopted by the Parties, in conjunction with the JV Agreement

18 November 2021, being the latest practicable date for
ascertaining certain information for inclusion in this circular

Guangzhou Lealu Investment Company Limited* (/& | ] i & 3 4%
HAHMRAT), a company established in the PRC with limited
liability and a wholly-owned subsidiary of Guangdong Highway
Construction

Guangzhou Leaxin Investment Company Limited* (J& #1387 & 2
WEABLAF]), a company established in the PRC with limited
liability and a wholly-owned subsidiary of Guangdong Leatop Real

Estate Investment Co., Ltd.* (& R A3 & EHEHRA A

the Rules Governing the Listing of Securities on the Stock
Exchange

Measures for the Supervision and Administration of State-owned
Shares of Listed Companies jointly issued by the State-owned
Assets Supervision and Administration Commission of the State
Council, the Ministry of Finance of the PRC and the China
Securities Regulatory Commission (Decree No. 36) (2] B %5 B [
B~ PR RAECES o B R I S B A T R A R
SRR BRE) (36554))



DEFINITIONS

“MOU”

“MOU Deposit”

“New JV Agreement”

“Parties”

“Payment Obligation Agreement”

“Payment Obligation Arrangement”

“Pengxin Appraisal”

“Pengxin Appraisal Valuation
Report”

“Post-Valuation Date Interests”

“Post-Valuation Date Shareholders’
Loans and Interests”

the memorandum of understanding dated 15 March 2021 entered
into between Shenzhen Expressway and SIHCL, pursuant to which,
SIHCL intended to transfer its indirect interests representing
71.83% of the total issued share capital of Bay Area
Development to Shenzhen Expressway

the earnest money of HK$10,000,000 paid by the Purchaser to the
Seller on 19 March 2021 pursuant to the MOU

the joint venture agreement dated 10 September 2020 entered into
among the Parties in relation to the Xintang JV

Shenwan Infrastructure, Lealu Investment, Leaxin Investment and
Shenzhen Run Investment

the agreement dated 10 August 2021 and entered into between
SIHCL, the Seller, the Purchaser and Shenzhen Expressway in
relation to the Payment Obligation Arrangement

the performance of the payment obligation of SITHCL and the Seller
to CMF Fund under the Supplemental Agreement by Shenzhen
Expressway and the Purchaser (if any) pursuant to the Payment
Obligation Agreement upon Completion

Shenzhen Pengxin Appraisal Limited (G ME(5 & a 574k + 4 5
i A 1E A PR /2 F]), an independent institution established in PRC
with the qualifications for assets valuation

the valuation report on the Target Company issued by Pengxin
Appraisal on 10 August 2021

the interests further accrued on the shareholders’ loans advanced to
the Xintang JV corresponding to the respective percentages of
equity interest (including the outstanding interests accrued thereon)
to be disposed of under the Disposal as at 31 December 2019 at the
rate of 8% per annum during the period from 1 January 2020 up to
the date of full settlement of the total consideration under the
Disposal on a dollar-for-dollar basis

the shareholders’ loans further advanced to the Xintang JV during
the period from 1 January 2020 up to the date of full settlement of
the total consideration under the Disposal corresponding to the
respective percentages of equity interest in the Xintang JV to be
transferred to Shenzhen Run Investment under the Disposal
together with interests accrued thereon at the rate of 8% per
annum from the date of advancement of such shareholders’ loans
up to the date of full settlement of the total consideration under the
Disposal on a dollar-for-dollar basis
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“PRC”

“Previous Placing”

“Previous Placing Completion Date”

“Project Land”

“Purchaser”

“Repayment Amount”

“RMB”

“Sale and Purchase Agreement”

“Sale Shares”

“Seller”

“SFC”

“SFO”

“SGM”

“Shares”

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

the placement of the Previous Placing Shares by the Target
Company to CMF Fund which was completed on the Previous
Placing Completion Date

17 August 2018

the land (plot number: 83101203A19206) located at the Xintang
interchange on both sides of the GS Expressway

Mei Wah Industrial (Hong Kong) Limited CEFEFE(FB)ARA
F]), a limited company incorporated in Hong Kong, and is a
wholly-owned subsidiary of Shenzhen Expressway

the amount equivalent to the outstanding principal and the
respective interest, with rates range from the three-month Hibor +
1.51% to 1.7%, of the Third Party Loans payable by the Target
Company

Renminbi, the lawful currency of the PRC

the sale and purchase agreement dated 10 August 2021 and entered
into between the Seller and the Purchaser in respect of the sale and
purchase of the Sale Shares

50,000 ordinary shares of US$1.00 each in the Target Company,
representing the entire issued share capital of the Target Company

Shenzhen Investment International Capital Holdings Co., Ltd. (&Il
B B E AR AP/ F]), a limited company incorporated in
Hong Kong, which wholly-owns the entire issued share capital of
the Target Company

the Securities and Futures Commission of Hong Kong

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

the special general meeting of the Company to be convened and
held at Conference Room, 16th Floor, Shenzhen International
Building, 8045 Hongli West Road, Futian District, Shenzhen, China
on Friday, 10 December 2021 at 9:30 a.m. (or any adjournment
thereof), a notice of which is set out on pages SGM-1 and SGM-2
of this circular

ordinary share(s) of HK$1.00 each in the share capital of the
Company



DEFINITIONS

“Shareholders”

“Shenwan Infrastructure”

“Shenzhen Expressway Board”

“Shenzhen Expressway”

s

“Shenzhen Expressway Group’

“Shenzhen Run Investment”

“Shenzhen SASAC”

“SIHCL”

“SPA Deposit”

“Stock Exchange”
“substantial shareholder(s)”

“Supplemental Agreements”

“Takeovers Code”

“Target Company”

“Target Group”

the shareholders of the Company

Shenwan Bay Area Infrastructure (Shenzhen) Company Limited*
(REEE (YN AP F]), a company established in the PRC
with limited liability established by the Target Company for the
purpose of investing into the Xintang JV

the board of directors of Shenzhen 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 Main Board of the Stock
Exchange (Stock Code: 00548) and the A Shares of which are listed
on the Shanghai Stock Exchange (Security Code: 600548), a non-
wholly owned subsidiary of the Company

Shenzhen Expressway and its subsidiaries

Shenzhen Run Investment Consulting Co., Ltd.* (YT &5
£ BRZA 7)), a company established in the PRC with limited liability

Shenzhen Municipal People’s Government State-owned Assets
Supervision and Administration Commission (T EIH & 7E B
B B )

Shenzhen Investment Holdings Company Limited (FEIITH & #E
A BRZ 7)), a limited liability company incorporated in the PRC

the total deposit of HK$735,010,441.55, which comprises of the
MOU Deposit of HK$10,000,000 and the deposit of
HK$725,010,441.55 paid by the Purchaser to the Seller pursuant
to the Sale and Purchase Agreement

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing Rules

the supplemental agreements and a supplemental undertaking
among SIHCL, the Seller and the trustee of CMF Fund, pursuant
to which, the original agreements have been amended to cancel the
arrangement relating to the put option and the possible repurchase
the Code on Takeovers and Mergers

Shenzhen Investment International Capital Holdings Infrastructure
Co., Ltd. (RINEHEEBEERZERERARAF), a limited

company incorporated in the British Virgin Islands, and is a
wholly-owned subsidiary of the Seller

the Target Company and its subsidiaries



DEFINITIONS

“Target Group Member”

“Third Party Loans”

“Traffic Study Report”

“Transactions”

“Transaction Agreements”

“Transition Period”

“US$” or “USD”
“Xintang JV”
“YOY”

Notes:

a member of the Target Group

the principal amount of debts of HK$2,429,495,000 owed by the
Target Company to third party financial institutions as at 31
December 2020

the traffic study report in relation to GS Expressway and GZ West
Expressway prepared by the Guangdong Provincial Transport
Planning & Research Center, the summary of which is set out in
Appendix VII to this circular

the Acquisition and the Payment Obligation Arrangement

the Sale and Purchase Agreement and the Payment Obligation
Agreement

the period between 1 January 2021 until the Completion Date (both
days inclusive)

United States dollars, the lawful currency of United States of
America

Guangzhou Zhentong Development Company Limited* (& JHE 48
EZEBEA R/ A, a joint venture established in the PRC for the
development of the Project Land, the equity interest of which is
originally held as to 37.5%, 37.5%, 20% and 5% by Shenwan
Infrastructure, Guangdong Highway Construction, Lealu Investment
and Leaxin Investment respectively. After the Disposal, the equity
interest of the joint venture is held as to 15%, 20%, 5% and 60% by
Shenwan Infrastructure, Lealu Investment, Leaxin Investment and
Shenzhen Run Investment respectively

year-on-year

In this circular, certain English names of Chinese entities 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, HK$ and RMB are converted at the exchange rate of HK$1.00 to RMBO0.8416. This exchange rate is for reference only
and does not mean that RMB or HK$ amounts have been or can be converted at that exchange rate or any other exchange rate.

* For identification purpose only
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Shenzhen Infernational Holdings Limited
RN BB E PR B R A A

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

Executive Directors: Registered Office:

Li Haitao (Chairman) Clarendon House

Liu Zhengyu (Chief Executive Officer) 2 Church Street

Wang Peihang Hamilton HM 11

Dai Jingming Bermuda

Non-executive Directors: Head Office and Principal Place of Business:

Hu Wei Rooms 2206-2208, 22nd Floor

Zhou Zhiwei Greenfield Tower, Concordia Plaza
No.l Science Museum Road

Independent Non-executive Directors: Tsimshatsui East

Cheng Tai Chiu, Edwin Kowloon

Pan Chaojin Hong Kong

Chan King Chung
24 November 2021
To the Shareholders

Dear Sirs or Madams,

(1) MAJOR AND CONNECTED TRANSACTION
IN RELATION TO THE ACQUISITION OF
SHENZHEN INVESTMENT INTERNATIONAL CAPITAL HOLDINGS
INFRASTRUCTURE CO., LTD.;
(2) RE-ELECTION OF RETIRING DIRECTOR
AND
NOTICE OF SPECIAL GENERAL MEETING

1. INTRODUCTION

Reference is made to the joint announcement of the Company and Shenzhen Expressway dated 10
August 2021 in relation to the Acquisition and the announcement of the Company dated 14 September 2021
in respect of the appointment of an executive Director and the Chief Executive Officer of the Company. The
purpose of this circular is to provide you with details of the above matters to enable the Shareholders to
make an informed decision on whether to vote for or against or abstain from voting on the ordinary
resolutions for the approval of the Acquisition and the re-election of the retiring Director to be proposed at
the SGM.
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2. TRANSACTION AGREEMENTS

On 15 March 2021, Shenzhen Expressway and SIHCL entered into the MOU, pursuant to which,
SIHCL intended to transfer its indirect interests in Bay Area Development representing 71.83% of the total
issued share capital of Bay Area Development to Shenzhen Expressway.

On 10 August 2021, (i) the Purchaser and the Seller entered into the Sale and Purchase Agreement in
relation to the Acquisition and (ii) SIHCL, the Seller, the Purchaser and Shenzhen Expressway entered into
the Payment Obligation Agreement in relation to the Payment Obligation Arrangement.

A.

Sale and Purchase Agreement

Date:
Parties to the Sale and

Purchase Agreement:

Subject Matter:

Effectiveness:

10 August 2021

(i) Shenzhen Investment International Capital Holdings Co., Ltd.,
as the seller; and
(ii)) Mei Wah Industrial (Hong Kong) Limited, as the purchaser.

Acquisition of the Sale Shares, assumption of repayment
obligations of debts owed by the Target Company to the Seller,
and the repayment of Third Party Loans, as more particularly
described in the section “Consideration for the Sale Shares” below.

The Sale and Purchase Agreement shall be effective upon the
satisfaction of all the conditions set out under the section
“Conditions” below.

Payment Obligation Agreement

Date:

Parties to the Payment
Obligation Agreement:

Subject Matter:

Effectiveness:

10 August 2021

(i) Shenzhen Investment Holdings Company Limited;

(i) Shenzhen Investment International Capital Holdings Co., Ltd.;
(iii)) Mei Wah Industrial (Hong Kong) Limited; and

(iv) Shenzhen Expressway Company Limited.

Assumption of payment obligation under the Supplemental
Agreements, as more particularly described in the section
“Consideration for the Sale Shares” below. The Assumption of
payment obligation by the Purchaser and Shenzhen Expressway is
conditional upon the Sale and Purchase Agreement being effective.

The Payment Obligation Agreement shall be effective upon the date

on which the Purchaser is registered as the shareholder of the
Target Company.

- 10 -
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Changes in the shareholding structure of the parties immediately before and upon the Completion

A.

Note:

B.

Note:

Immediately before the Completion

SIHCL
43.48% 100%
the Company the Seller
51.56% 100%
Shenzhen Expressway the Target Company
100%

the Purchaser

This diagram has omitted some intermediate entities with 100% shareholding ratio, and it is only used to show the

shareholding relationship

Immediately upon the Completion

SIHCL

43.48% 100%

the Company the Seller

51.56%

Shenzhen Expressway

100%

the Purchaser

100%

the Target Company

This diagram has omitted some intermediate entities with 100% shareholding ratio, and it is

shareholding relationship.

- 11 -
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Consideration for the Sale Shares

Pursuant to the Transaction Agreements, Shenzhen Expressway Group has conditionally agreed to
purchase and the Seller has conditionally agreed to sell the Sale Shares, at an estimated total Consideration
of no more than HK$10,479,000,000, which comprises of the Amount Payable amounting to
HK$2,450,034,805.18, the outstanding amount of the debts of the Target Company amounting to
approximately HK$7,890,127,007.98 and the Contingent Consideration, which is estimated to be no more
than approximately HK$139,000,000. After deducting approximately HKD151,000,000 of cash and
receivables of the Target Company, the price per Bay Area Development Share is estimated to be no
more than HK$4.67.

The Consideration was agreed between the Purchaser and the Seller after arm’s length negotiations.
As the Acquisition involves the transfer of ownership of listed shares held by state owned entities, the
requirements under the Measures have been primarily considered by Shenzhen Expressway Board when
determining the Consideration, and the following requirements under the Measures are applicable:

@) a financial adviser must be appointed for the purposes of valuing the 71.83% equity interests in
Bay Area Development; and

(ii)  the price per Bay Area Development Share must not be lower than (a) the arithmetic mean
value of the daily weighted average price of the 30 trading days before 15 March 2021, being
the date when the first announcement in relation to the Acquisition is made; and (b) the
audited net asset value per Bay Area Development Share for the latest financial year.

Accordingly, CMS was appointed as the financial adviser of Shenzhen Expressway in the PRC in
accordance with the Measures. Based on CMS Valuation Report, the price per Bay Area Development Share
should be between HK$4.42 to HK$4.71. For further details of the CMS Valuation Report, please refer to
the section “VALUATION” below.

In addition, the following factors have also been considered when determining the Consideration:
@) the valuation of the Target Company conducted by Pengxin Appraisal; and

(ii))  the reasons for the Transactions as described in the paragraphs headed “REASONS FOR AND
BENEFITS OF THE TRANSACTIONS” below.

The price of the Bay Area Development Shares under the Transactions is expected not to exceed
HK$4.67 per share, which represents a premium of approximately 60% compared to the share price of
HK$2.85 per share on the date of the Sale and Purchase Agreement. It is mainly attributable to: (1) the
controlling rights acquired upon the Transaction by Shenzhen Expressway Group are the controlling rights
of Bay Area Development, and such premium is a prevailing situation in the market where acquisition of
controlling rights is involved; (2) the main assets of Bay Area Development are the toll highway assets
located in the Guangdong-Hong Kong-Macao Greater Bay Area, which can generate synergy with Shenzhen
Expressway’s existing toll highway assets; the synergy is mainly reflected in the overall business
development synergy after the completion of the Transactions. The GS Expressway is parallel to the Coastal
Expressway held by Shenzhen Expressway and connected to the Outer Ring Expressway held by Shenzhen
Expressway. After the completion of the Transactions, Shenzhen Expressway may leverage on its rich
operation and management experience to strengthen the coordinated arrangement of GS Expressway and
Coastal Expressway, Outer Ring Expressway and other regional toll highways in Shenzhen, enhance the
overall traffic flow of the regional road network and improve the efficiency of management and maintenance

12 -
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of highways and facilities, so as to broaden income streams and save costs and further improve the
profitability. In addition, Shenzhen Expressway could also leverage on its own experience in investment,
financing, construction and management of PPP mode toll highways to promote the optimization and
implementation of the reconstruction and expansion plan of GS Expressway, so as to achieve a win-win
situation for the government, the public and investors. (3) Shenzhen Expressway has prudently considered
the business opportunities and potential value of the reconstruction and expansion of the GS Expressway and
the land development along the GS Expressway in Bay Area Development; Considering that there is still
high uncertainty about the business opportunities and potential value of the reconstruction and expansion of
GS Expressway and related land development, Pengxin Appraisal adopted more prudent parameters and
assumptions to determine the value of the reconstruction and expansion of GS Expressway and related land
development. For the purpose of the appraisal results, it is considered that (i) GS Expressway is one of the
busiest expressways in China with location advantages; (ii) after the reconstruction and expansion, GS
Expressway will become an expressway with 8 to 12 lanes, which is one of the highways with the strongest
traffic capacity in the PRC; (iii) after the completion of reconstruction and expansion, GS JV could also
apply to the governmental authorities for approval to extend the concession period; and (iv) the
comprehensive development of multiple plots along GS Expressway is expected to obtain satisfactory
benefits. At present, Guangzhou Xintang Project is being implemented by Bay Area Development, for the
benefits of which please refer to the information publicly disclosed by Bay Area Development; and the
Board agrees with Pengxin Appraisal that its appraisal results are prudent and reasonable. (4) the valuation
of the toll highway companies have been underestimated to a certain extent as a result of the negative
impacts of the COVID-19 epidemic and the toll-free policy of highway industry during the epidemic period.
For the purpose of the prevention and control of the COVID-19 epidemic, the Ministry of Transport required
that all vehicles passed the toll highways legally were exempted from toll from 17 February 2020 to 6 May
2020. The implementation of the policy resulted in no toll revenue was received by toll highway entities in
the corresponding period, and the operating revenue decreased significantly. Meanwhile the operating cost of
toll highways was still ongoing, and the profit decreased significantly or even recorded a loss during the
relevant period. The market lowered the performance expectation and dividend expectation of toll road
industry accordingly. In addition, the operating entities of toll highways were also required to communicate
with the competent transportation authorities to obtain reasonable supporting and protective policies. The
supporting and protective policies issued by the competent transportation authorities in various regions were
different in content and time, which made the market concern about the overall uncertainty of the supporting
and protective policies, and reduced the valuation level of the toll road industry. The Board believes that in
the long run, with the recovery of market confidence, the pricing of toll road industry will return to a
reasonable level.

The Consideration for the Sale Shares under the Transaction Agreements shall be satisfied by the
Purchaser and Shenzhen Expressway as follows:

Attributable amount to the
Description Consideration

(i) Payment of MOU Deposit ~ The MOU Deposit amounting to HK$10,000,000 paid by the Purchaser to the HK$10,000,000
Seller pursuant to the MOU, which shall form part of the SPA Deposit.
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(i) Payment of SPA Deposit

(iii) Payment of the remaining
Amount Payable

(iv) Repayment of outstanding
shareholder loans

Description

Within 5 Business Days from the date of the signing of the Sale and Purchase
Agreement (or such date as otherwise agreed in writing by the Purchaser and
the Seller), the Purchaser shall pay HK$725,010441.55 to the Seller, which
shall form part of the SPA Deposit.

The Purchaser has paid HK$725,010,441.55 to the Seller on 13 August 2021
as part of the SPA Deposit.

On the Completion Date, the SPA Deposit, which represents 30% of the
Amount Payable, will form part of the Consideration. The Seller shall not use
the SPA Deposit without obtaining prior written consent from the Purchaser
until the SPA Deposit forms part of the Consideration on the Completion
Date.

In the event that the Acquisition is terminated in accordance with the Sale and
Purchase Agreement, within 7 Business Days from the date of termination of
the Acquisition, the Seller shall return the SPA Deposit in full and the
respective interest incurred to the Purchaser.

On the Completion Date (or such date as otherwise agreed in writing by the
Purchaser and the Seller), the Purchaser shall pay the remaining
HK$1,715,024,363.63, which represents 70% of the Amount Payable, to the
Seller.

As at the Latest Practicable Date, the Seller has provided shareholder loans in
the principal amount of US$700,000,000 to the Target Company, at an interest
rate of 2.85% per annum from I January 2021 subject to Completion,
repayable as follows:

a.  the principal of US$400,000,000 repayable to the Seller within the first
10 Business Days of 26 September 2021. If the Sale and Purchase
Agreement becomes effective after 10 September 2021 (i.e. 10 Business
Days prior to 26 September 2021), the deadline for the principal
payment by the Target Company is extended to 10 Business Days after
the effective date of the Sale and Purchase Agreement; and

b. the remaining principal of US$300,000,000 repayable to the Seller
within the first 10 Business Days of 26 September 2023.

Upon the satisfaction of all the Conditions, the Purchaser shall assume the
repayment obligation of the Target Company, or alternatively, provide
sufficient funds to the Target Company to enable the Target Company, to
repay the outstanding shareholder loans and the respective interests.
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(v)

(vi)

Total:

Repayment of Third Party
Loans

Contingent Considerations

Description

The Target Company has the Third Party Loans in the principal amount of no
more than HK$2,429.495,000.

Within 15 Business Days from the date of the delivery of the Conditions
Satisfaction Notification (or such date as otherwise agreed in writing by the
Purchaser and the Seller), the Purchaser shall pay an amount equivalent to the
outstanding principal and the respective interests of the Third Party Loans to
the designated bank account of the Target Company.

The Seller shall procure the Target Company to utilize the Repayment
Amount to repay all outstanding payments under the Third Party Loans no
later than 2 Business Days prior to the Completion Date and to release all
guarantees provided by the Seller to such third party financial institutions
under the Third Party Loans.

a. Assumption of payment obligation under the Supplemental Agreements:

Reference is made to the announcement of Bay Area Development dated
17 September 2018. Pursuant to the Supplemental Agreements, CMF
Fund may during the Agreed Period give a one-off notification to
SIHCL and the Seller (or either of them) that CMF Fund intends to, on
or within six months after the fifth anniversary of the Previous Placing
Completion Date, dispose of all or part of the Previous Placing Shares
on-market and/or off-market to independent third party(ies), and if the
aggregate amount of the consideration received by the CMF Fund under
the CMF Disposal(s) is less than the total investment costs of CMF Fund
and its investor in relation to the all or part of the Previous Placing
Shares (i.e. the original acquisition cost of the Previous Placing Shares
together with other related costs and expenses but less the amount of
dividends of Bay Area Development received/receivable by the CMF
Fund in respect of the Previous Placing Shares), STHCL and the Seller
(or either of them) will pay to the CMF Fund the difference in cash. The
original acquisition cost of the Previous Placing Shares was
approximately HK$1,397,795,573.

On 10 August 2021, SIHCL, the Seller, the Purchaser and Shenzhen
Expressway entered into the Payment Obligation Agreement, pursuant to
which, Purchaser and Shenzhen Expressway shall perform the payment
obligation (if any) of SIHCL and the Seller to CMF Fund under the
Supplemental Agreements upon Completion.

b. Payment of taxes arising out of the Transactions

The Purchaser shall be responsible for the payment of all taxes (if any)
arising out of the Transactions.
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Contingent Considerations includes the assumption of payment obligation of the Seller and STHCL by
the Purchaser and Shenzhen Expressway under the Supplemental Agreements (i.e. Obligation to Make up the
Shortfall) and the Payment of taxes arising out of the Transactions by the Purchaser. Obligation to Make up
the Shortfall is the obligation of SIHCL arising from the resumption of the trading of Bay Area
Development Shares in the previous acquisition transaction. The parties to the Transactions are unable to
accurately ascertain the actual payment obligations and the specific amount of payment at present. The taxes
arising out of the Transactions is uncertain as it has to be confirmed with the tax authority.

The Consideration of the Transactions is agreed upon fair negotiation between the parties to the
Transactions. When the Seller considers the Consideration of the Transactions, it is reasonable to take the
Obligation to Make up the Shortfall and the taxes arising out of the Transactions into its consideration. If the
Contingent Consideration is borne by the Seller, the Seller would have increased the equity transaction price
to offset the transaction costs incurred thereby. Therefore, the Contingent Consideration be borne by the
Seller may not be in the interests of Shenzhen Expressway.

When considering the Consideration of the Transactions, the Shenzhen Expressway Group has
assessed the Contingent Consideration in a reasonable manner and included such amount in the total
transaction cost. The Shenzhen Expressway Group has assessed that the total cost including the Contingent
Consideration is within the acceptable range and is fair and reasonable. After considering the
abovementioned assessment carried out by Shenzhen Expressway Group, the Group concurs with such
view of Shenzhen Expressway Group.

Transition Period Arrangement

The Seller and the Purchaser agreed that profit and loss incurred by the Target Company during the
Transition Period shall be enjoyed and borne by the Purchasers, save for the special interim dividend for the
year ended 31 December 2020 and the final dividend for the year ended 31 December 2020 declared by Bay
Area Development. Without the consent of the Purchaser, the Target Company shall not make any
distribution on the profit for the Transition Period. If the Target Company makes any distribution on the
profit for the Transition Period, the equivalent amount shall be deducted from the Amount Payable
accordingly.

In respect of any outstanding dividends previously declared but not paid by the Target Company, the
Purchaser shall procure that the Target Company pay, and if necessary, provide shareholders loan to the
Target Company to pay, the outstanding dividends to the Seller within 3 Business Days of the Completion
Date.

Change of Target Company Directors

On the Completion Date, the Seller shall procure the Target Company to appoint candidates
nominated by the Purchaser as the director(s) of the Target Company. Such appointment shall be effective
on the Completion Date.

The Purchaser intends to nominate persons with extensive experience in toll highway investment,
construction and operation as directors of the Target Company at a later stage. As at the Latest Practicable
Date, the Purchaser has not identified any candidates to be nominated as new directors of the Target
Company.
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Conditions

The Sale and Purchase Agreement shall be effective from the date on which the following conditions
are satisfied:

@) the necessary shareholders’ approval of the Seller and the approval from SIHCL in respect of
the transactions contemplated under the Sale and Purchase Agreement having been obtained by
the Seller;

(ii))  the necessary approvals from SIHCL in respect of the transactions contemplated under the Sale
and Purchase Agreement having been obtained by the Purchaser; and

(iii)  the necessary board and/or shareholders’ approval of the Purchaser, Shenzhen Expressway and
the Company in respect of the transactions contemplated under the Sale and Purchase
Agreement having been obtained.

The abovementioned conditions shall be satisfied on or before 31 December 2021 (or such other date
as otherwise agreed in writing by the Purchaser and the Seller).

As at the Latest Practicable Date, the above-mentioned conditions (i) and (ii) have been satisfied.
Completion

Completion will take place on the Completion Date, being 20 Business Days after the date of the
delivery of the Conditions Satisfaction Notification (or such date as otherwise agreed in writing by the
Purchaser and the Seller).

The Sale Shares will be acquired free from all Encumbrances and together with all rights and benefits
which will be on the Completion Date attaching or may at any time thereafter become attached thereto
including the right to all dividends, distributions and any return of capital declared, made or paid, or agreed
to be made or paid thereon or in respect thereof on or after the Completion Date.

3. REASONS FOR AND BENEFITS OF THE TRANSACTIONS

Investment, construction, operation and management of toll highways and roads are within the
general and normal scope of business of Shenzhen Expressway Group. The board of directors of Shenzhen
Expressway is of the view that, GS Expressway is the core passage connecting Guangzhou, Dongguan and
Shenzhen, the three major cities on the eastern coast of Guangdong-Hong Kong-Macao Greater Bay Area,
and Hong Kong. GZ West Expressway is an important passage connecting Guangzhou to Zhuhai and the
western coast of Guangdong-Hong Kong-Macao Greater Bay Area leading to the Hong Kong-Zhuhai-Macao
Bridge. Both GS Expressway and GZ West Expressway are located in the core area of Guangdong-Hong
Kong-Macao Greater Bay Area, and have obvious advantages in location, good operating record and low
investment risk.

Shenzhen Expressway can, through the Transactions, improve its profitability by strengthening the
overall management of Shenzhen regional toll highways, increasing the traffic flow of the road network and
enhancing the synergistic effect of road property management and maintenance. Through the Transactions,
Shenzhen Expressway will be able to increase its regional market share in the expressway industry, future
profitability and cash flow. As Bay Area Development is a Hong Kong listed company, Shenzhen
Expressway can also obtain high-quality investment and financing platform through the Transactions, further
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enhance the development space and market value, as well as realize the sustainable long-term development
of Shenzhen Expressway Group as a whole. The Transactions will further consolidate Shenzhen
Expressway’s core advantages in highway investment, construction and operation, which is in line with
the Shenzhen Expressway’s development strategy and overall interests.

SIHCL, the indirect controlling shareholder of the Company and Shenzhen Expressway, provided an
undertaking to Shenzhen Expressway and undertook that it will, among others, avoid business competition
with Shenzhen Expressway, support the business development of Shenzhen Expressway and perform asset
injection to and integration with Shenzhen Expressway. In light of the undertaking, SIHCL intended to
acquire Bay Area Development through Shenzhen Expressway initially in 2017, but was later informed by
Shenzhen Expressway that it will not proceed with the acquisition as such acquisition may not be feasible
for Shenzhen Expressway at that time. SIHCL subsequently acquired Bay Area development through Target
Company. After such acquisition, Shenzhen Expressway and SIHCL have been conducting in-depth
negotiations on the specific business arrangements of Bay Area Development, and have reached a consensus
to proceed with the Transactions, which further enhances the governance level of Shenzhen Expressway and
enables SIHCL to be in line with its undertaking as Bay Area Development operates similar businesses as
Shenzhen Expressway.

In addition, the reconstruction and expansion of GS Expressway has been included in the
development plan of Guangdong-Hong Kong-Macao Greater Bay Area and the plan of Guangdong
Province’s expressway network. It is a key project of Guangdong Province and the governments of
Guangzhou, Dongguan and Shenzhen that are located along the expressway. If the reconstruction and
expansion plan of GS Expressway can be successfully implemented, the capacity of GS Expressway will be
further improved, and GS JV will be entitled to apply for approval from government departments to extend
the toll collection period, and will increase Shenzhen Expressway Group’s toll highway asset scale and toll
operation period after Completion. The initial investment for the reconstruction and expansion of GS
Expressway is estimated to be about RMB47,100,000,000. The investment and financing plan for the
reconstruction and expansion of GS Expressway is yet to be determined. Upon Completion, Shenzhen
Expressway will actively participate in the planning, investment and construction of the reconstruction and
expansion of GS Expressway, and will maintain close cooperation with GS Expressway’s other joint venture
partners, and will actively communicate, coordinate and discuss with government departments at all levels,
and realize win-win results for the government, the public and investors.

Comprehensive development of land along toll highways to realize their value is one of the focus and
achievements of Shenzhen Expressway in recent years. Shenzhen Expressway together with the Company
have successfully implemented the Meiling Checkpoint Urban Renewal Project. Business opportunity
relating to comprehensive land development usually arises during changes in the rights and interests of toll
highways operations or toll highways reconstruction. It is also limited by local government’s urban planning,
toll highway reconstruction plans and other conditions, and needs to be carried out in accordance with
relevant urban planning and laws and regulations, thus there is uncertainty. According to the preliminary
studies conducted by Bay Area Development, it is estimated that about 10 plots of land are suitable for
comprehensive development after improvement in transportation facilities. The Guangzhou Xintang Project,
which was implemented in 2019, has positive influence for promoting other projects along the expressways.
Shenzhen Expressway will actively promote the land development plan along the GS Expressway that
combines the reconstruction and expansion with the land development and utilization, and further release the
value of the land along the GS Expressway.

Based on the above reasons and having considered all relevant factors, the board of directors of

Shenzhen Expressway believes and considers that the terms of the Transactions are fair and reasonable and
that the entering into of the Transaction Agreements is in the interests of the Shenzhen Expressway
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Shareholders and Shenzhen Expressway as a whole as through the Transactions, Shenzhen Expressway is
able to seize Shenzhen’s strategy on promoting the reformation of state-owned enterprises, and business
opportunities arising from the optimization of industrial layout, so as to achieve the goals of acquiring high-
quality toll highway assets of Bay Area Development and expanding the scale and profit base of toll
highway business of Shenzhen Expressway. The Transactions are also in line with the abovementioned
reformation policies and measures of Shenzhen SASAC.

The Board is of the view that the Transactions are in line with the Company’s strategy to consolidate
premium infrastructure resources. After taking into account the analysis and judgment of Shenzhen
Expressway, the effect of the Transactions on the Group and all relevant factors, the Board considers that the
terms of the Transactions are fair and reasonable and that the entering into of the Transaction Agreements is
in the interests of the Shareholders and the Company.

4. VALUATION

As the Acquisition involves the transfer of ownership of listed shares held by state owned entities,
Shenzhen Expressway has engaged CMS as its financial adviser in the PRC in accordance with the Measures
for the purpose of valuing the 71.83% equity interests in Bay Area Development as at 15 March 2021.
Reference has been primarily made by Shenzhen Expressway Board to the valuation conducted by CMS
under the CMS Valuation Report when determining the Consideration.

In addition, in order to further assess the intrinsic value of the Target Company as a whole, Shenzhen
Expressway also engaged Pengxin Appraisal on a voluntary basis to conduct valuation of the entire equity
interests of the Target Company as at 31 December 2020, as an additional reference for (i) the Board when
considering the Consideration and (ii) the Shareholders.

Pengxin Appraisal takes 31 December 2020 as the valuation date, mainly because of the
considerations set out below:

The valuation began in April 2021. Generally, the valuation date adopts the end of the accounting
period which is close to the realization of the economic activities, and considered the completeness and
availability of relevant information and data. Considering that the company assessed is a company listed on
the Main Board of the Stock Exchange, the relevant financial data of the company provided in the annual
report as at 31 December 2020 is public information with high accuracy, and the information and data are
also more complete.

In addition, considering that the operation of the company assessed is relatively stable, and the
reference date on 31 December 2020 is close to 15 March 2021, the valuation difference is extremely small.

Based on the above considerations, 31 December 2020 is adopted as the valuation reference date in
respect of the Pengxin Appraisal.

There is no material change in the CMS Valuation since 15 March 2021 or Pengxin Appraisal
valuation since 31 December 2020.
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To reconcile the value shown in each of the CMS Valuation Report and Pengxin Appraisal Valuation
Report to the value of the Consideration, the cost structure of the Transactions is set out as follows:

HK$’00 million

Amount

Amount Payable for 100% equity interest in the Target Company 24.50
Repayment of the debts of the Target Company 78.90
Contingent Consideration (estimated) 1.39
Total cost 104.79
Including: Cash and receivables 1.51
71.83% of Bay Area Development Shares 103.28

Cost per Bay Area Development Share (HKS$) 4.67

The subject of the CMS Valuation Report is the value of 71.83% of the Bay Area Development
Shares, and the subject of the Pengxin Appraisal Valuation Report is the entire equity in the Target
Company. When evaluating the total consideration of the Transactions, the Group incorporates the equity
price of the Target Company, debts of the Target Company and Contingent Consideration. In order to
improve the comparability of the data, the Board has converted the results of the CMS Valuation Report, the
results of the Pengxin Appraisal Valuation Report and the total transaction consideration into the price per
Bay Area Development Share to facilitate investors’ understanding.
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The relations between respective CMS valuation and Pengxin Appraisal valuation, and the
Consideration are as follows:

Relations between CMS valuation and the Consideration
Item Valuation

Valuation range of market value per share for

71.83% equity interests of Bay Area

Development under the comparable company

method: HK$4.52 per share to HK$4.82 per share
Valuation range of market value per share of

Bay Area Development after adjustment:

(Dividend of HK$0.109 per share of Bay

Area Development declared in April 2021

and actually distributed in July was entitled

to the Vendor and reduced accordingly) HK$4.42 per share to HK$4.71 per share
Corresponding valuation of 71.83% equity

interests of Bay Area Development:

(Number of shares: 2,213,449,666 shares) HK$9.783 billion to HK$10.425 billion
Corresponding valuation of Target Company:

(Increase of HK$151 million in cash and

receivables owned by Target Company) HK$9.934 billion to HK$10.576 billion
The Consideration of no more than HK$10.479 billion is within the corresponding valuation range

of Target Company (HK$9.934 billion to HK$10.576 billion).

Relations between Pengxin Appraisal valuation and the Consideration
Item Valuation

Value of equity interests of Target Company RMB2.631 billion
Total value of Target Company

(Increase of RMB6.574 billion in liabilities

of Target Company which should be

undertaken by the Purchaser on the valuation

date) RMB9.205 billion/HK$10.938 billion
Total valuation of Target Company upon

further adjustment:

(Increase of HK$77.5 million of outstanding

cash and deduction of HK$503 million of

dividends attributable to the Vendor) HK$10.512 billion
The Consideration of no more than HK$10.479 billion is not higher than the total valuation of

Target Company upon further adjustment of HK$10.512 billion.

Valuation Basis and Approach under the CMS Valuation Report
CMS used the (i) comparable company method (FJ tE/AF]#£) and (ii) comparable transaction method

(AT 32 55 1E) to estimate the market value of 71.83% equity interests in Bay Area Development as at 15
March 2021 (being the date when the first announcement in relation to the Acquisition is made).

-21 -



LETTER FROM THE BOARD

@) Comparable company method

Under the comparable company method, the valuation multiples of the comparable listed companies
will be taken as reference and based on the characteristics of relevant companies, relevant financial
indicators and valuation multiples in the secondary market will be utilized to analyze the pricing of the
Transactions.

Earnings before interest, tax, depreciation and amortization (“EBITDA”) will better reflect the
operating performance of the expressways during their operation period and the inflow of resources that can
be used for future business operations and construction, which will be less affected by the capital structure
of the Highway Companies. As such, the enterprise value (“EV”)/EBITDA method is used for valuation
analysis under the comparable company method.

(ii)  Comparable transaction method

Under the comparable transaction method, the valuation multiples of comparable market merger and
acquisition transactions will be taken as reference and based on the characteristics of relevant companies,
relevant indicators and valuation multiples of market merger and acquisition transactions will be utilised to
analyze the pricing of the Transactions.

Taking into account of the followings:

(a) Bay Area Development is a listed company and the comparability of valuations of listed
companies in the same industry is relatively high;

(b) under the comparable transaction method, information of the comparable transactions is
limited, and the valuation results are relatively easy to be affected by specific circumstances of
each transaction; and

(c)  the characteristics of the highway operation industry.

EV/EBITDA can simultaneously reflect the asset resources and operation performance of asset
resources of companies. As such, the CMS has adopted the comparable company method instead of the
comparable transaction method.

As the Acquisition involved both Hong Kong and A-share listed companies, and Bay Area
Development principally engaged in expressway operation in the PRC, the selected comparable companies
are either Hong Kong or A-share listed companies which principally engaged in expressway operation in the
PRC, which their income from expressway operation accounts for a higher proportion of their total income.
Based on the above criteria, the EV/EBITDA of comparable companies as of 15 March 2021 is as follows:

No. Stock Code Listed Company EV/EBITDA
1 000429.5Z Guangdong Provincial Expressway Development Co., Ltd. 1.76
2 000755.8Z Shanxi Road and Bridge Co., Ltd. 8.05
3 000828.5Z Dongguan Development (Holdings) Co., Ltd. 712
4 001965.5Z China Merchants Expressway Network & Technology Holdings 15.86
Company Limited
5 600020.SH Henan Zhongyuan Expressway Company Limited 8.68
6 600033.SH Fujian Expressway Development Company Limited 4.08
7 600350.SH Shandong Hi-speed Company Limited 16.15
8 601518.SH Jilin Expressway Company Ltd. 6.61
9 0576.HK Zhejiang Expressway Co., Ltd. 10.59
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No. Stock Code Listed Company EV/EBITDA

10 0177.HK Jiangsu Expressway Company Limited 8.72

11 0548.HK Shenzhen Expressway Co., Ltd. 6.81

12 0995.HK Anhui Expressway Company Limited 341

13 1052.HK Yuexiu Transport Infrastructure Limited 10.18

14 1576.HK Qilu Expressway Company Limited 9.06

15 1785.HK Chengdu Expressway Co., Ltd. 5.81

Maximum value 16.15

Minimum value 341

Average EV/EBITDA of A-share listed companies after excluding extreme values 8.31

Median EV/EBITDA of A-share listed companies after excluding extreme values 7.76

Average EV/EBITDA of Hong Kong listed companies after excluding extreme values 8.53

Median EV/EBITDA of Hong Kong listed companies after excluding extreme values 8.89

Average EV/EBITDA of Hong Kong and A-share listed companies after excluding extreme values 8.41

Median EV/EBITDA of Hong Kong and A-share listed companies after excluding extreme values 8.05

Notes:

(i) Source of information extracted from https://www.wind.com.cn/;

(ii)

(iii)

The EV of comparable companies represented such value as at 15 March 2021; and

As the business operations of the expressway operation industry in 2020 was negatively impacted by the
COVID-19 epidemic, the business operations in 2020 cannot reasonably reflect the operational performances
and capabilities. Therefore, the EBITDA of comparable companies used was the average amount data in 2018
and 2019.

After discussing with CMS, Shenzhen Expressway Board is of the opinion that the selection of
comparable companies in the CMS Valuation Report is exhaustive, fair and representative. Based on the
views of Shenzhen Expressway Board, the Board is of the opinion that the selection of comparable
companies in the CMS Valuation Report is exhaustive, fair and representative:

The selection of comparable companies was based on A-share and H-share listed companies,
which is in line with the objective conditions of the A-share and H-share listed companies
involved in the Transactions, and was selected according to the disclosed and reasonable
standards. The selection of comparable companies is exhaustive ;

The selection standards include: (1) expressway operation as main business; (2) mainly
operates domestic expressways; (3) for H-share listed companies, the proportion of income
generated from expressway related business to the total income in the most recent year must be
more than 50%; and (4) for A-share listed companies, the proportion of income generated from
expressway related business to the total income in the most recent year must be more than
75%. Apart from the above standards, CMS has not set any special criteria which are
inconsistent with the characteristics of the Transactions. Selection standards (1) and (2) are
important characteristics of business of Bay Area Development; selection standards (3) and (4)
are requirements for the proportion of income generated from expressway related business.
Those standards allow CMS to further select companies with expressway related business as
core part of operation, and to improve their comparability with the business operated by Bay
Area Development. This also allows a more complete reflection of the operating conditions of
comparable companies through EBITDA indicators, and the selection of comparable
companies is representative; and
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3. The selection standards (3) and (4) set out different requirements for the proportion of income
generated from expressway related business for H-share and A-share listed companies. It is
mainly because the number of A-share listed companies with expressway operation as the main
business is significantly more than that of H-share listed companies. In order to avoid overly
relying on comparable companies listed in certain market, which will make it difficult to
reasonably balance the capital market conditions of the two markets, it is necessary to set out
different requirements regarding the proportion of income generated from expressway related
business to balance the number of H-share and A-share listed companies in comparable
companies, and make it more fair in the selection of comparable companies.

After discussing with CMS, the extreme values in the above table were selected based on the size of
the absolute value of EV/EBITDA of comparable companies. The maximum value is 16.15 times EV/
EBITDA from No. 7 Shandong Hi-speed Company Limited and the minimum value is 3.41 times EV/
EBITDA from No. 12 Anhui Expressway Company Limited. As a norm, when calculating the average and
median data, extreme values will be eliminated, to better reflect the general valuation level of the overall
sample and the usual market conditions through the average and median data.

According to the table above, after excluding extreme values, the average and median EV/EBITDA of
comparable Hong Kong and A-share listed companies are selected as the EV/EBITDA reference range of
comparable companies. As at 15 March 2021, the EV/EBITDA reference range of comparable companies
was 8.05 times to 8.41 times. The average EBITDA of GS JV and GZ West JV, the joint ventures held by
Bay Area Development in proportion to its equity in 2018 and 2019 totaled to RMB1,871,692,100.

Valuation of 100% equity interests in Bay Area Development = Valuation of the expressway
operating business carried out by Bay Area Development through the two expressway concessions owned by
its affiliated joint ventures + Net amount of other non-operating and surplus assets and liabilities of Bay
Area Development and two joint ventures held by Bay Area Development in proportion to its equity
interests.

As at 31 December 2020, the net amount of other non-operating and surplus assets and liabilities of
Bay Area Development and two joint ventures held by Bay Area Development in proportion to its equity
interests amounted to RMB-4,916,719,100. As such, the valuation of 100% equity interests in Bay Area
Development ranged from RMB10,153,617,600 to RMB10,824,243,500, and the valuation of the price per
Bay Area Development Share (converted based on the issued total share capital of Bay Area Development
and the exchange rate) ranged from HK$3.93 per share to HK$4.19 per share.

Taking into consideration that the Acquisition involved the acquisition of controlling stake in Bay
Area Development, and the abovementioned valuation multiples of the comparable companies do not fully
reflect the value of such controlling stake, the following adjustments to the above-mentioned price per Bay
Area Development Share have been made to reflect the premium paid for the acquisition of controlling stake
in Bay Area Development:

@) CMS selected a total of 23 privatization cases completed since 2020 in the Hong Kong stock market
which suspended trading pending the publication of the privatization announcements (with the
privatization price offer price disclosed), among which, there are 8 general offer cases and 15 scheme
of arrangement cases. The premium paid to privatize a listed company over the average prices in 1
trading day, 30 trading days, 60 trading days and 90 trading days preceding suspension are as
follows:
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Premium over Premium over Premium over Premium over

the average the average the average the average

price in 1 price in 30 price in 60 price in 90

trading day trading days trading days trading days

preceding preceding preceding preceding

Privatization Method suspension suspension suspension suspension
By way of general offer First quartile 28% 40% 41% 45%
Third quartile 2% 1% 7% 83%

Average 53% 57% 61% 67%

By way of scheme of First quartile 19% 32% 36% 37%
arrangement Third quartile 4% 74% 67% 54%
Average 50% 54% 52% 48%

Note:  Source of information extracted from https://www.wind.com.cn/.
In the above table, the calculation method of each input is as follows:

For each privatization case, the premium over the average price in the previous 1 trading day =
(announced privatization price - average price in the previous 1 trading day before suspension)/average price
in the previous 1 trading day before suspension; The premium over the average price in the previous 30
trading days = (the announced privatization price - the average price in the 30 trading days before the
suspension (exclusive of the suspension day)/the average price in the 30 trading days before the suspension
(exclusive of the suspension day), the calculation method of the premium over the average price in the
previous 60 trading days and over the average price in the previous 90 trading days is similar.

In terms of first quartile, the specific premium level of all privatization cases of a specific type (offer
or scheme of arrangement) (the premium over the average price of the previous 1 trading day, the average
price in the previous 30 trading days, the average price in the previous 60 trading days or the average price
in the previous 90 trading days) is ranked from low to high, and to the level of first quartile, and the same
for third quartile.

In terms of average, the specific premium level of all privatization cases of a specific type (offer or
scheme of arrangement) (the premium over the average price of the previous 1 trading day, the average price
in the previous 30 trading days, the average price in the previous 60 trading days or the average price in the
previous 90 trading days) is the simple arithmetic average of all premiums.

For the calculation of above inputs, the average share price involved is based on the data provided by
Wind Information.

Bay Area Development is a H-share listed company, and the Transactions is an indirect acquisition of
control over Bay Area Development. Upon discussion between CMS and Shenzhen Expressway, in
privatization process, the important purpose of the offeror or its parties act in concert is to obtain control of
the offeree or to further enhance the control over the offeree, and controlling right generally has additional
value. Therefore the premium of the privatization price over the market price of the shares of the offeree
before the publication of the offer can be used as a reference to the level of premium regarding the
controlling right.
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In terms of individual privatization cases, if there is a premium of the privatization price over the
market price of the company’s shares before the issuance of the offer, in addition to reflecting the premium
of the controlling rights, there is also possibilities that other transaction factors need to be taken into
account, and if such other factors exist, it is difficult to determine whether they will have a positive or
negative effect on the premium of the privatization price over the market price of the company’s shares
before the issuance of the offer. In the CMS valuation, in order to minimize the impact of other factors that
may exist in individual privatization cases, the average value of the privatization premium was calculated,
and it was found that most of the average values are around 50%. For prudent considerations, 50% is used as
the upper limit of the reference range for the market level of the controlling premium rate. In terms of
market valuation practice, there are privatization cases for references in the valuation of the controlling
premium by CMS.

Besides, in order to conduct a more adequate and prudent analysis of the controlling premium, in the
valuation carried by CMS, it analyzed the controlling rights premium by referring to the following cases of
transfer of controlling rights of listed companies, and combined with the reference of the privatization cases,
it prudently analyzed and determined the level of controlling premium used in the CMS valuation.

Therefore, it is relevant and reasonable to use the privatization case as one of the references for the
analysis of the controlling premium in the CMS valuation.

(ii)) CMS also selected a total of 21 cases which involved in the acquisition of controlling stake in A-
share and Hong Kong listed companies disclosed and completed since 2019 with the equity transfer
ratio of more than 29%. The premium paid to acquire the listed company controlling stake over the
average prices in 1 trading day, 30 trading days, 60 trading days and 90 trading days preceding the
date of the first announcement (the “First Announcement”) of such acquisition are as follows:

Premium over the

average price in 1
trading day

preceding

the First

Announcement

First quartile 11%
Third quartile 41%
Average 26%

Premium over the
average price in 30
trading days
preceding the First
Announcement
20%

37%

29%

Note:  Source of information extracted from https://www.wind.com.cn/.

Premium over the
average price in 60
trading days
preceding the First
Announcement
22%

36%

30%

Premium over the
average price in 90
trading days
preceding the First
Announcement
20%

41%

32%

After discussion with CMS, Shenzhen Expressway Board is of the opinion that in the CMS valuation,

as one of the references for the analysis of the level of premium regarding the controlling right, the selection
of these 21 cases is exhaustive, fair and representative. Based on the views of the Shenzhen Expressway
Board, the Board is of the opinion that, as one of the references for the analysis of level of premium
regarding the controlling right, the selection of these 21 cases is exhaustive, fair and representative:

1. The selection of market cases was generally based on professional databases provided by third-

party agencies. CMS’s selection of cases in relation to the level of premium regarding transfer
of control was based on the M&A database provided by Wind Information, which is a data
service provider commonly used by securities companies in the PRC. The cases were selected
according to the disclosed and reasonable selection standards, and the selection of cases is

exhaustive;
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2. The selection standards include: (1) transfer of controlling rights in A-shares and H-share listed
companies; (2) cases disclosed and completed since 2019; and (3) cases in which the
proportion of equity transferred exceeds 29%. Apart from the above standards, CMS has not
set any special criteria which are inconsistent with the characteristics of the Transactions;

3. The selection standards are based on the important characteristics of the Transactions. If CMS
selects less cases, it will lead to a result that the average level of the overall sample cannot
effectively reflect the general market condition. Thus the specific criteria require CMS to use
more cases as the sample. The selection standard (1) is on the nature of the Transactions, Bay
Area Development is characterised as a H-share listed company and the Transactions involves
a company listed in Hong Kong and Mainland China; the selection standard (2) is on the
timeliness of market cases, the requirement on cases disclosed and completed since 2019
allows the cases selected to be more appropriate and referential in light of the time difference
from the Transactions; and the selection standard (3) is on the proportion of equity transfer.
According to market practice, the acquisition of more than 30% of the equity interest of listed
companies would be considered as obtaining a relatively stable control. Meanwhile, the
acquisition of more than 30% of the equity interest generally triggers tender offer in A-share or
H-share markets. Therefore, there are many cases of which the proportion of equity interest
acquired ranged from 29% and 30% to avoid triggering tender offer while obtaining the
controlling right. Shenzhen Expressway would obtain relatively stable control over Bay Area
Development through the Transactions. The requirement on transfer of over 29% equity
interest allows the cases selected to be more comparable. Therefore, the selection of cases is
fair and representative.

Taking into account of the above two types of market cases, the premium rate for the listed company
controlling stake ranges from 11% to 50%. Considering that the main assets of Bay Area Development are
non-controlling joint venture interests in expressway assets, and the proportion of controlling stake in Bay
Area Development acquired through the Acquisition is indirect and relatively high, CMS used 15% for
prudence sake as the premium rate for the listed company controlling stake in its valuation under the CMS
Valuation Report.

In conclusion, based on the comparable company method, after considering the premium rate for the
listed company controlling stake, valuation of CMS of the price per Bay Area Development Share ranges
from HK$4.52 to HK$4.82. As Bay Area Development declared dividends in April 2021 and approximately
HK$0.109 per share shall be enjoyed by the Seller pursuant to the Sale and Purchase Agreement, based on
the valuation provided in CMS Valuation Report, after deducting the dividend amount, the price of Bay Area
Development Share is estimated to range from HK$4.42 to HK$4.71.

Major Assumptions under the CMS Valuation Report

The valuation of Bay Area Development under the CMS Valuation Report is based on a set of
premises and assumptions. The major assumptions and premises of the valuation are as follows:

@) for assets traded in the market or intended to be traded in the market, all parties to the asset
trade are on equal terms with each other and each has the opportunity and time to obtain
sufficient market information to make reasoned judgments as to the function, usage and trading
price of the asset;

(ii))  the appraised company will be under continuing and normal operations and it will continue its
operations, without termination or massive reduction of its business in the foreseeable future;
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(ii)

@iv)

)

(vi)

(vii)

(viii)

(ix)

(x)

the external economic environment remains unchanged, and the current macroeconomic
situation does not change significantly on the reporting reference date;

there are no major changes in the social and economic environment, the tax rates, industry
supervisions and other policies implemented;

the management of the appraised company will perform its duties in the future operating
period and continue to maintain the current operation management model for continuous
operation;

no force majeure or unforeseen factors will have a significant adverse impact on the appraised
company;

when determining the market valuation, the impact of the Acquisition on the Hong Kong and
A Share market is taken into account to some extent;

the relevant basic information, financial information and public information are true, accurate
and complete, and there is no significant difference between the assets and liabilities of Bay
Area Development as at 31 December 2020 with the assets and liabilities as at the valuation
reference date;

the relevant financial information of Bay Area Development used in the Valuation is the
publicly disclosed information of Bay Area Development, which was calculated in accordance
with international accounting standards. For the comparable companies selected in the
valuation and the target companies in the comparable transactions, Chinese Accounting
Standards or Hong Kong Accounting Standards are adopted. The differences in the above
mentioned accounting standards have no significant impact on the calculation of valuation
indicators such as EV/EBITDA and price-to-earnings ratio and the valuation conclusions; and

in the first half of 2020, the expressway operation business of Bay Area Development was
significantly impacted by the COVID-19 epidemic. According to the operation information of
GS Expressway and GZ West Expressway in the second half of 2020 publicly disclosed by
Bay Area Development, since the second half of 2020, the business operation of Bay Area
Development has been back to normal. As of the valuation reference date, the situation of
COVID-19 epidemic is not expected to have a long-term negative impact on the business
operation and valuation of Bay Area Development. The impact on the business operation and
valuation of Bay Area Development that may cause by future recurrence or aggravation of the
COVID-19 epidemic has not been considered.

Valuation Basis and Approach under the Pengxin Appraisal Valuation Report

Pengxin Appraisal was engaged to assess the value of the Target Company as at 31 December 2020.
According to the Assets Valuation Standards — Enterprise Value (C& 7 iFAlEHI—A>3EME(H)), Pengxin
Appraisal shall consider the appropriateness of adopting one or more of the following basic asset valuation
approaches while conducting valuation:

)

(i1)

asset-based approach — a valuation method for determining the value of the appraised
enterprise by reasonably appraising the value of all its assets and liabilities on the basis of its
balance sheet and those of which can be identified off the balance sheet at the valuation
reference date;

income approach — a valuation method which determines the value of the appraised object by
the capitalization or discount of the expected income; and
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(iii) market approach — a valuation method of assessing the value of the appraised object by
comparing the appraised enterprise with comparable listed companies or comparable
transaction cases.

As the Target Company does not operate any business itself, and the only business consolidated to the
accounts of the Target Company is 71.83% equity interests in Bay Area Development, Pengxin Appraisal is
of the view that it is not appropriate to adopt the income approach or the market approach for the valuation
of the Target Company. As such, Pengxin Appraisal adopted the asset-based approach to value the Target
Company under the Pengxin Appraisal Valuation Report.

The only major asset long-term investment of the Target Company is its 71.83% equity interests in
Bay Area Development, the assessed value of the Target Company is determined by multiplying the value of
the entire equity interests in Bay Area Development by 71.83% before considering premium for acquiring
the listed company controlling stake and other liquidity premium factors.

As Bay Area Development does not operate any business itself, and its main asset is 45% of the profit
distribution right in GS JV, 50% of the profit distribution right in GZ West JV and 15% equity interests in
Xintang JV, Pengxin Appraisal adopted the asset-based approach to value Bay Area Development. The
assessed value of equity attributable to shareholders of the parent company of Bay Area Development as at
the valuation reference date (i.e. 31 December 2020) is RMB9,629,528,900, and comprises of the
followings:

Equity value held by
Bay Area Development
Total equity Proportion of
value interests Equity value
(RMB’0000) (RMB’0000)
Profit distribution right in GS JV pursuant to the
tolling right of GS Expressway 887,839.89 45% 399,527.95
Profit distribution right in GS JV pursuant to the
right to reconstruct and expand GS Expressway,

develop and utilize land along GS Expressway 275,400.00 45% 123,930.00
Profit distribution right in GZ West JV 764,637.58 50% 382,318.79
Equity interests in Xintang JV 247,955.00 15% 37,193.25
Assessed value of other assets and liabilities — — 33,710.72

The total assessed value of equity attributable to
shareholders of the parent company of Bay Area
Development (net of minority shareholders’
equity interests of RMB138 million) - - 962,952.89

Pengxin Appraisal also considered the premium for the controlling stake (i.e. 71.83% interests held
by Target Company) and liquidity premium in Bay Area Development (being a listed company in Hong
Kong) when evaluating the equity investment.

The determination of the premium for the controlling stake is based on the comparison of the price-
to-earnings multiples of minority stake acquisitions (6,457 transactions in total) and controlling stake
acquisitions (4,993 transactions in total) in the historical merger and acquisition market. The historical
average value of the controlling stake premium was approximately 14.79% (in particular, it was 18.27% in
2020). As such, Pengxin Appraisal used the controlling stake premium of 15% when conducting its
valuation under the Pengxin Appraisal Valuation Report.
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For the determination of the liquidity premium, Pengxin Appraisal conducted analysis with reference
to the increment rate of the initial listing price and the secondary market trading price of Hong Kong listed
shares during the period of 1 January 2020 to 31 March 2021 (the “Period”). Accordingly, the average first-
day increment of Hong Kong listed shares during the Period was approximately 18.5% and Hong Kong
listed shares that have been listed for over three months recorded an average increment of 15.5% in one
year. Considering that the majority of Bay Area Development Shares are held by institutional shareholders,
the proportion of Bay Area Development Shares being actively traded in the secondary market will be
relatively low. As such, its liquidity premium will be relatively lower than the industry average.
Accordingly, Pengxin Appraisal used the liquidity premium of 14% (instead of 15.5%) when conducting its
valuation under the Pengxin Appraisal Valuation Report.

The principal factors that Pengxin Appraisal conducted the analysis with reference to the increment
rate of the initial listing price and the secondary market trading price of Hong Kong listed shares for
analysing the liquidity premium are as follows:

1. Due to the lack of authoritative data on liquidity premium published by professional
institutions in China, the following calculation and analysis methods are usually adopted:

1) Calculation and analysis of liquidity premium through legal person shares: before 2004,
only public shares of A-share listed companies could be traded in the securities market,
and state-owned shares and legal person shares could not be traded through bidding in
the securities market, except that such legal person shares could be transferred through
OTC agreement. The liquidity premium is calculated and analyzed based on the
difference between the price of transfer by such OTC agreement and the transaction
price of tradable shares of the same company.

2) Method of consideration for reform of non-tradable shares: shareholders holding non-
tradable shares (or known as legal person shares) of listed companies pay consideration
to tradable shareholders “in exchange for” their consent of conversion of equity interest
held by non-tradable shareholders from fully non-tradable to limited tradable shares, as
a result of which trade limitation could be released after a certain period and non-
tradable shares would become tradable shares. Therefore, the liquidity premium is
calculated and analysed based on the consideration cost to be paid by non-tradable
shareholders for conversion of non-tradable shares into tradable shares through the
method of consideration for reform of non-tradable shares.

3) Calculation and analysis of the liquidity premium by way of IPO pricing: through
analysing the difference between the IPO pricing of listed companies and the trading
price after the formal listing of the shares to study the liquidity premium in a
quantitative manner.

Through the analysis of the above three methods, the liquidity premium calculated by way of
consideration of legal person shares and reform of non-tradable shares rely on the data 15
years ago. The issuance of new shares has a nature of continuity and the data of the newly
issued shares every year enables Pengxin Appraisal to update the result of the discount for lack
of marketability on a on-going basis. Therefore, the Pengxin Appraisal has adopted the means
of TPO pricing to calculate the liquidity premium.

2. Bay Area Development is a listed company, and the direct method is usually used for
valuation; the indirect method can also be used for valuation.
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The above-mentioned direct method refers to: the fair value of the listed company is obtained
by using a certain valuation method and the direct valuation of the parameters after the
corresponding liquidity premium has been considered.

The above-mentioned indirect method refers to: using a certain valuation method, without
considering the parameters of the liquidity premium for valuation, and then indirectly obtain
the fair value of the listed company. The valuation model is: the fair value of the listed
company = the fair value of the company when it is not listed x (1+liquidity premium)

Regardless of whether the valuation model adopts the direct method or the indirect method, the
connotation of the evaluation result is completely consistent.

The indirect valuation model adopted in Pengxin Appraisal valuation is based on:

A.

horizontal comparison of valuation parameters: when using the indirect method for
valuation, the final estimation results of the valuation parameters in the report are easy
to compare with the values of relevant parameters in recent market transaction cases.
The market transaction cases are basically the acquisition of non-listed highway project
companies. Therefore, in the valuation, the specific valuation parameters that do not
consider liquidity are first adopted by Pengxin Appraisal.

The total annual turnover rate of Bay Area Development Shares in the past two years
was less than HK$200 million. According to the statistics of RoyalFlush iFinD (a
securities data base provider in the PRC), the average annual turnover rate of the shares
of the companies listed on the Main Board of the Stock Exchange in 2019 and 2020
were approximately 40% and 48%, respectively. The annual turnover rate of the Bay
Area Development Shares in the corresponding years were approximately 3% and 2%,
respectively. As such, it reflects that the current turnover rate of Bay Area Development
Shares is significantly lower than the shares listed on the Main Board of the Stock
Exchange. As the significantly lower turnover rate of the Bay Area Development Shares
will not objectively reflect the normal liquidity premium level, it is not appropriate to
directly analyze and use the current stock liquidity premium level of Bay Area
Development as the liquidity premium of Bay Area Development in the valuation.

Reasons for not directly adopting the liquidity premium rate for Bay Area Development
in the Pengxin Appraisal valuation: Due to the impact of the COVID-19 epidemic, the
share prices of companies in the expressway industry have fallen more than before.

According to the statistics of RoyalFlush iFinD, the average net profit of expressway
companies listed on the Main Board of the Stock Exchange in 2020 has dropped by
approximately 31.8% as compared to the same period last year. The average closing
price of the expressway companies listed on the Main Board of the Stock Exchange as
at 31 December 2020 has dropped by approximately 17.5% as compared to the same
period last year. The closing point of the Hang Seng Index as at 31 December 2020 has
dropped by 3.4% as compared to the same period last year. It reflects that the
performance and share price of the companies operating in the expressway industries are
adversely affected by the COVID-19 epidemic to different extent, and the impact on
such companies is greater than the impact on the overall market.
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Below table sets out the statistics in relation to the closing price and net profit of the
expressway companies listed on the Main Board of the Stock Exchange:

Net profit

(Year-on-

year growth

rate)

Closing price Closing price Closing price Reporting

31 December 31 December  (Year-on-year  period: 2020

2019 2020 growth rate) annual report

Stock code Listed Company Unit: RMB Unit: RMB Unit: % Unit: %

0107.HK  Sichuan Expressway Company 217 171 -21.39 -35.24
Limited

0177HK  Jiangsu Expressway Company 9.51 8.16 -14.25 -41.43
Limited

0269.HK  China Resources and 0.03 0.01 -65.52 -201.56

Transportation Group Limited

0548.HK  Shenzhen Expressway Co., Ltd. 9.76 6.85 -29.81 -14.30

0576.HK  Zhejiang Expressway Co., Ltd. 6.25 6.17 -1.32 -10.43

0737.HK  Bay Area Development 3.19 2.33 -21.21 11.72

0995.HK  Anhui Expressway Company 4.08 4.39 1.56 -17.89
Limited

1052HK  Yuexiu Transport Infrastructure 6.55 5.20 -20.58 -74.65
Limited

1576 HK  Qilu Expressway Company 1.47 1.58 7.56 420
Limited

1785.HK  Chengdu Expressway Co., Ltd. 1.80 1.98 9.87 -31.30

1823.HK  Huayu Expressway Group 0.88 0.67 -24.18 17.83
Limited

80737.HK  Bay Area Development - R 2.88 2.00 -30.44 .72

Arithmetic 4.05 342 -17.48 -31.78

mean
Source: Tonghuashun iFinD

The average daily full-length equivalent traffic volume of the expressways invested and
operated by the joint ventures of the Target Group, GS Expressway and GZ West
Expressway, was approximately 100,000 vehicles and 59,000 vehicles in 2019
respectively, and approximately 74,000 vehicles and 43,000 vehicles in 2020
respectively, representing a year-on-year decrease of 26% and 27.12% respectively.
The average daily full-length equivalent traffic volume of the expressways invested and
operated by the joint ventures of the Target Group, GS Expressway and GZ West
Expressway, was approximately 89,000 vehicles and 51,000 vehicles in the first half of
2021 respectively, representing a decrease of 9.18% and 8.92% respectively from the
first half of 2019, the normal year before the epidemic, and are gradually recovering to
traffic flow level before the epidemic.
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We believe that the epidemic will eventually end, and in the long run, the expressway
industry will return to the normal value level before the epidemic and return to the
average premium level of the Hong Kong stock market. Therefore, in the valuation,
Pengxin Appraisal selected the recent average liquidity premium rate in the Hong Kong
stock market as the liquidity premium for Bay Area Development.

3. Under the appraisal, the listed companies listed in the Hong Kong stock market from 1 January
2020 to 31 December 2020 are selected to statistically analyze the increment between their
issue price and the current share price, and their average increment, on a sample basis, is
regarded as the liquidity premium rate of H-share listed companies, and their average liquidity
premium rates of these H-share listed companies are regarded as the liquidity premium of Bay
Area Development.

Taking into account abovementioned premiums, the valuation of other minority assets and all
liabilities of the Target Company, Pengxin Appraisal concluded that the valuation of total equity interests of
the shareholders of the Target Company as at 31 December 2020 was RMB2,630.97 million, which was
2.28% lower than the carrying amount of net assets of RMB2,653.0319 million. The composition of total
equity interests of the shareholders of the Target Company is as follows:

Equity held by the
Target Company
Total equity Percentage of
value equity Equity value
(RMB’0000) (RMB’0000)
Equity attributable to shareholders of the
parent company of Bay Area Development 962,952.89 71.83% 691,689.06
Value of 71.83% equity interests in Bay
Area Development after considering the
premium for controlling stake (15%) and

liquidity premium (14%) - - 892,278.89
Total equity attributable to the shareholders
of the Target Company 263,097.00 100% 263,097.00

Pursuant to the Pengxin Appraisal Valuation Report, the value of 71.83% equity interests in Bay Area
Development after taking into account the abovementioned premium was RMB8,922.7889 million. After
deducting the dividend declared by Bay Area Development in April 2021 which shall be enjoyed by the
Seller pursuant to the Sale and Purchase Agreement, which is approximately HK$0.109 per share, the value
per share of Bay Area Development is equivalent to HK$4.67.

Major Assumptions under the Pengxin Appraisal Valuation Report

The valuation of the Target Company under the Pengxin Appraisal Valuation Report is based on a set
of premises and assumptions. The major assumptions and premises of the valuation are as follows:

@) the appraised object or all appraised assets are in the process of market transactions on the
valuation reference date, and the value estimation or calculation will be simulated according to
the market environment on the valuation reference date and the trading conditions of the
appraised object or all appraised assets;
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(ii)  the trading market where the appraised object or all appraised assets are located on the
valuation reference date is an open market;

(iii) the economy corresponding to the appraised object continues to operate according to its
existing business objectives in terms of its operating team, financial structure, business model
and market environment on the valuation reference date and the utilization of the assets and
liabilities corresponding to the appraised object remains the same as the current scale,
frequency, environment etc. of such usage;

(iv)  there are no material changes in the current relevant laws, regulations and policies, and the
macroeconomic situation in the PRC, and there are no material changes in the political,
economic and social environment of the region where the parties to the Transactions are
located; there are no material changes in the interest rates, exchange rates, tax bases and tax
rates, policy levies, financing conditions, etc; there are no force majeure and unforeseen factors
that will cause significant adverse effects on the appraised object or all appraised assets;

(v)  the information necessary for the valuation of the appraised object or all appraised assets is
true, complete, legal and valid;

(vi) information obtained from certain sources used under the valuation can reasonably reflect the
corresponding market transaction trends, market operation conditions or market development
trends; and

(vii) unless otherwise stated, described or considered in the asset valuation report, the obtaining,
usage or ownership of the appraised object or appraised assets is in compliance with the
provisions of the laws, regulations and regulatory documents of the PRC.

Assessment on the Assumptions and Inputs Involved in CMS Valuation Report, Pengxin Appraisal
Valuation Report and Traffic Study Report by the Board

As for the CMS Valuation Report, the Board, through the Shenzhen Expressway Board, has carried
out the following tasks:

1. to review the valuation methods and measurement models used in the valuation of CMS;

2. to check and query the market information of comparable transactions related to the
Acquisition in the valuation of CMS;

3. to check the relevant situation of comparable companies whose main business is the operation
of expressways in Mainland China selected in the valuation of CMS;

4. to discuss with the person in charge about the relevant assumptions adopted in the valuation
report; and
5. to evaluate the parameters used in the valuation, including: (a) EV/EBITDA and ratio of

premium on controlling rights, which are based on publicly available market data, or based on
the analysis of publicly available market data, and the parameter values are based on an
objective basis; (b) EV/EBITDA, which is the median to average level of comparable
companies, and the parameter value range is appropriate; (c) ratio of premium on controlling
rights, which are determined with reference to the characteristics of the assets of the Bay Area
Development, the proportion of equity in the Acquisition, and the lower level of the market
range. The parameters were carefully selected.
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Based on the above, the Shenzhen Expressway Board is of the opinion that the assumptions and
inputs involved in the CMS Valuation Report are fair and reasonable. Based on the views of the Shenzhen
Expressway Board, the Board is of the opinion that the assumptions and inputs involved in the CMS
Valuation Report are fair and reasonable.

As for the Pengxin Appraisal Valuation Report, the Board, through the Shenzhen Expressway Board,
has carried out the following tasks:

1. to review the valuation methods and valuation models used in Pengxin Appraisal’s valuation;

2. to check and inquire about the legal basis, pricing basis, professional norms, pricing basis and
other reference information used in Pengxin Appraisal’s valuation;

3. to discuss with relevant appraisers on the appraisal assumptions adopted in preparation of their
valuation reports;

4. to review the description of special matters disclosed in the Pengxin Appraisal Valuation
Report and discuss with relevant appraisers; and

5. to evaluate the parameters adopted in the valuation, including: (a) the income forecast which is
based on the toll revenue data from Traffic Study Report; (b) the forecast of out-of-pocket
costs and expenses, which is made on a historical basis taking future operations into account,
and is in line with the actual situation of the enterprise; (c) the forecast of depreciation,
amortization and capital expenditure, which is calculated according to the original book value
and economic serviceable life of each asset of the company and is in line with the actual
situation of the company and audit; (d) calculation and selection of discount rate. The cost of
equity capital is estimated using the Capital Asset Pricing Model (CAPM), which is based on
public data in the market, or based on the analysis of public data in the market, and the
parameters are based on an objective basis; (e) controlling rights and liquidity premiums,
which are based on public data in the market, or based on the analysis of public data in the
market, and the parameters are based on an objective basis.

Based on the above, the Shenzhen Expressway Board is of the opinion that the assumptions and
inputs involved in the Pengxin Appraisal Valuation Report are fair and reasonable. After considering the
views of the Shenzhen Expressway Board and the tasks carried out by the Shenzhen Expressway Board in
forming its view, the Board concurs with the view of the Shenzhen Expressway Board that the assumptions
and inputs involved in the Pengxin Appraisal Valuation Report are fair and reasonable.

As for the Traffic Study Report, the Board, through the Shenzhen Expressway Board, has carried out
the following tasks:

1. to review the Study on traffic volume and revenue forecast of GS Expressway and GZ West

Expressway prepared by the Guangdong Provincial Transport Planning & Research Center on
traffic volume and toll revenue forecasting for the GS Expressway and GZ West Expressway;
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2. to discuss with the person-in-charge the traffic volume forecasted recommendation and the
assumptions adopted for conducting the traffic volume and toll revenue forecasting;

3. to recognize and agree the assumptions and methods for traffic volume forecasting are mainly
based on the portfolio mode of “four-stage method”;

4. the inputs adopted for traffic volume and toll revenue forecasting, including economic and
social inputs, permanent population, random user balancing method of extensive transportation
expenses are determined in accordance with the Guangdong Expressway Network Plan and the
Feasibility Study Report of Highway Construction Project.

Based on the above, the Shenzhen Expressway Board is of the opinion that the assumptions and
inputs involved in the Traffic Study Report are fair and reasonable. After considering the views of the
Shenzhen Expressway Board and the tasks carried out by the Shenzhen Expressway Board in forming its
view, the Board concurs with the view of the Shenzhen Expressway Board that the assumptions and inputs
involved in the Traffic Study Report are fair and reasonable.

S. SIGNIFICANT FINANCIAL EFFECTS OF THE ACQUISITION ON THE ENLARGED
GROUP

The following table sets forth the significant financial effects of the Acquisition on the Enlarged
Group identified in the unaudited pro forma financial information on the Enlarged Group as set out in
Appendix IV to this circular (“Pro Forma Financial Information”), assuming that completion of the
Acquisition had taken place on 30 June, 2021, as compared to the financial position of the Group as at 30
June, 2021:

The Target Upon completion
Group and of the Acquisition

As at 30 pro forma (pro forma
June, 2021 adjustment Enlarged Group) Change
HK$’000 HK$’000 HK$’000 %
Net assets 59,522,134 1,797,624 61,319,758 3.02
Total assets 120,891,368 9,267,380 130,158,748 7.67
Total liabilities 61,369,234 7,469,756 68,838,990 12.17

Assets and liabilities

Based on the Pro Forma Financial Information, the unaudited pro forma consolidated total assets of
the Enlarged Group as at 30 June, 2021 would increase by approximately HK$9.267 billion to approximately
HK$130.159 billion and the unaudited pro forma consolidated total liabilities of the Enlarged Group as at 30
June, 2021 would increase by approximately HK$7.470 billion to approximately HK$68.839 billion after the
Acquisition. The unaudited pro forma consolidated net assets of the Enlarged Group as at 30 June, 2021
would increase by approximately HK$1.798 billion to approximately HK$61.320 billion, assuming that
completion of the Acquisition had taken place on 30 June, 2021. As disclosed in the section headed “3.
Working Capital Sufficiency of the Enlarged Group” of Appendix I to this circular, the Directors are of the
opinion that, after taking into account the completion of the Acquisition and the financial resources available
to the Enlarged Group, the Enlarged Group has sufficient working capital for its requirement for at least the
next twelve months from the date of this circular.
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The net assets, the total assets and the total liabilities of the Enlarged Group which are referred to in
this subsection were extracted from the Pro Forma Financial Information, which was based on, among other
things, at an estimated total Consideration of no more than HK$10,479,000,000 and the assumption that the
completion of the Acquisition had occurred on 30 June 2021. The total Consideration which comprises of
the Amount Payable which is a fixed amount, and the outstanding amount of the debts of the Target
Company and the Contingent Consideration, which depends on the actual date on which the Loan
Consideration is paid. As the actual amount of the total Consideration will be different from the estimated
amount used in such Pro Forma Financial Information, the abovementioned figures as at the date of
completion of the Acquisition may also be different from the corresponding amounts presented in the such
Pro Forma Financial Information.

Earnings

Assuming the occurrence of the completion of the Acquisition, the Target Group Members will
become the subsidiaries of the Company. Based on the statements of comprehensive income of the Target
Group as set out in Appendix III to this circular, it is expected that the earnings of the Enlarged Group will
basically remain the same level or decrease slightly as a result of the Acquisition. Nonetheless, after
considering the factors set out in the section headed “Reasons for and Benefits of the Transactions” in this
letter, the Directors expect that the Transactions will have a positive impact on the Group’s net profit in the
coming period, with the synergy and integration of resources within the Group, including the Bay Area
Development, and the implementation of the reconstruction and expansion of GS Expressway and the
comprehensive development of the land along GS Expressway.

The unadjusted information of the unaudited pro forma financial information on the Group is derived
from the most recent published interim report of the Group for the six months ended 30 June 2021 pursuant
to Rule 4.29(5)(a) of the Listing Rules. The Directors confirmed that there has been no material change in
the financial positions of the Enlarged Group since 30 June 2021, and therefore the Directors are of the view
that it is appropriate to prepare the Pro Forma financial statements in respect of the Group’s financial
information as at 30 June 2021.

6. LISTING RULES IMPLICATION

As certain percentages exceed 25% but all the relevant percentages are below 100%, the Transactions
constitute major transaction on the part of the Company under Chapter 14 of the Listing Rules. As at the
Latest Practicable Date, since SIHCL is the controlling shareholder of the Company which indirectly owned
approximately 43.48% of the issued share capital of the Company. As the Seller is an associate of SIHCL,
SIHCL and the Seller are connected persons to the Company within the meaning of the Listing Rules, the
Transactions constitute connected transactions of the Company under Chapter 14A of the Listing Rules and
is subject to, among others, the approval of the Independent Shareholders at the SGM.

Messrs. Dai Jingming and Hu Wei (both are directors of the Company and Shenzhen Expressway),
have abstained from voting at the board meeting of the Company to approve the Transactions.

None of the Directors has any undisclosed material interest in the Transactions.
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7. TAKEOVERS CODE IMPLICATION

References are made to the joint announcements dated 15 March 2021 and 14 April 2021 of the
Company and Shenzhen Expressway. On 13 April 2021, the Purchaser has obtained a waiver from the
obligation to make a mandatory general offer for Bay Area Development arising as a result of the
Acquisition pursuant to Note 6(a) of Rule 26.1 of the Takeovers Code from the Executive of SFC.

8. INFORMATION OF THE PURCHASER, SHENZHEN EXPRESSWAY AND THE COMPANY

The Purchaser is a company incorporated in Hong Kong. It is principally engaged in investment
holding. It is a wholly owned subsidiary of Shenzhen Expressway.

Shenzhen Expressway is a company established in the PRC. Shenzhen Expressway Group is
principally engaged in the investment, construction, operation and management of toll highways and roads,
as well as other urban and transportation infrastructure facilities. Shenzhen Expressway is a subsidiary of the
Company held as to approximately 52%.

The Company is incorporated in Bermuda. The Group is principally engaged in logistics and toll road
businesses. It defines Shenzhen, the Guangdong-Hong Kong-Macao Greater Bay Area, the Yangtze River
Delta and the Pan-Bohai Rim as strategic regions, endeavours to invest in, construct and operate logistic
infrastructure projects including integrated logistics hubs and toll roads, and provides high-end and value-
added logistics services to customers based on these infrastructures, through expansion, mergers and
acquisitions, restructuring and consolidation while expanding into various business segments such as
comprehensive development of lands related to the logistics industry as well as investment in and operation
of environmental protection business. The Company is indirectly owned as to approximately 43.48% by
SIHCL.

9. INFORMATION OF SIHCL

SIHCL is a company established in the PRC. It is principally engaged in property rights management,
capital operation, investment and financing business. SIHCL is wholly owned by Shenzhen SASAC. SIHCL
is the controlling shareholder of the Company.

10. INFORMATION OF THE SELLER

The Seller is a company incorporated in Hong Kong. It is principally engaged in investment holding.
The Seller is a wholly owned subsidiary of STHCL. The Seller is an associate of the controlling shareholder
of the Company.

11. INFORMATION OF THE TARGET COMPANY

The Target Company is a company incorporated in the British Virgin Islands. It is principally
engaged in investment holding. The Target Company is wholly owned by the Seller and holds 2,213,449,666
Bay Area Development Shares (representing approximately 71.83 % of the total issued share capital of Bay
Area Development).

The Target Company acquired approximately 66.69% of the total issued capital of Bay Area
Development (i.e. 2,055,287,337 Bay Area Development Shares) at a total cash consideration of
HK$9,865,379,217.60 (i.e. HK$4.80 per Bay Area Development Share) in April 2018. Upon the
completion of the acquisition, the Target Company made a mandatory general offer to the then Bay Area
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Development Shares pursuant to Note 6(a) of Rule 26.1 of the Takeovers Code at the offer price of HK$4.80
per Bay Area Development Share. Upon the completion of the mandatory general offer, the Target Company
was interested in 91.18% of the total issued capital of Bay Area Development (i.e. 2,809,744,415 Bay Area
Development Shares). The Target Company subsequently completed the placing at the price of HK$4.80 per
Bay Area Development Share to restore the public float of Bay Area Development. As at the Latest
Practicable Date, the Target Company is interested in approximately 71.83% of the total issued share capital
of Bay Area Development.

Accordingly, upon the completion of the Acquisition, the Purchaser will have indirectly acquired
more than 30% of the issued share capital of Bay Area Development, and is required to make a mandatory
general offer to the shareholders of Bay Area Development pursuant to Note 6(a) of Rule 26.1 of the
Takeovers Code unless a waiver has been obtained from the Executive. The Purchaser has obtained a waiver
from the Executive to make a mandatory general offer to the shareholders of Bay Area Development
pursuant to Note 6(a) of Rule 26.1 of the Takeovers Code as a result of the Acquisition.

The Bay Area Development Group is principally engaged in expressway business and adopts
development strategies focusing on the infrastructure and correlated business as well as land development
and utilisation along the GS Expressway within Guangdong-Hong Kong-Macao Greater Bay Area. The Bay
Area Development Group currently operates two expressways namely, the GS Expressway and the GZ West
Expressway and engages in the development of residential project located at the core area of Guangdong-
Hong Kong-Macao Greater Bay Area.
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Below is a schematic diagram on shareholders and major businesses of Bay Area Development as at
the Latest Practicable Date:

Shareholders and Major Businesses of Bay Area Development

5 i CMF Global i ;
the Target Company | : Golden B.ay‘crest (BVD:: Quantitative Stable 1 Other |
! Limited o Lo !
' 1+ Segregated Portfolio || '
71.83% 9.9% 9.45% 8.82%
Bay Area Development
100% 97.5%
Hopewell Guangzhou-Zhuhai Hopewell China Development
Superhighway Development Limited (Superhighway) Limited
S0% Profit 45% Profit
distribution ratio distribution ratio 100% 1.02%
GZ West JV Shenwan Guangdong United
GS IV Infrastructure Electro.mc Toll
Collection Inc.
15%
Xintang JV

Note:  This diagram has omitted some intermediate entities with 100% shareholding ratio, and it is only used to show the
shareholding relationship.

(a) GSJV

GS JV is principally engaged in the business of investment, construction and management of the GS
Expressway, which Bay Area Development is entitled to 45% profit distribution right.

GS Expressway is the Guangzhou-Shenzhen section of the Beijing-Hong Kong-Macao Expressway. It
is an important passage connecting Guangzhou, Dongguan, Shenzhen and Hong Kong, starting from
Huangcun Interchange in Guangzhou in the north, connecting with the northern section of Guangzhou Ring
Expressway, ending at Huanggang Port in Shenzhen in the south, and connecting with Huanggang Road in
Shenzhen. GS Expressway is part of G4 Beijing-Hong Kong-Macao Expressway, with a total length of 122.8
kilometres and a two-way six-lane structure.

The toll operating period of GS Expressway will be valid until June 2027, with an average daily

standard traffic flow being 102,000 vehicles and 74,000 vehicles in 2019 and 2020, respectively, and an
average daily toll revenue being RMBS8.84 million and RMB6.51 million in 2019 and 2020, respectively.
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As the traffic flow of GS Expressway continues to reach saturation, in order to meet the increasing
traffic demands and better play the role of connecting the main traffic routes of Guangzhou and Shenzhen
and the role as the important infrastructure in the Guangdong-Hong Kong-Macao Greater Bay Area’s core
regions, GS Expressway is planned to be reconstructed and expanded. GS JV was approved to be the owner
of the GS Expressway reconstruction and expansion project in December 2019.

In January 2021, the feasibility study of GS Expressway reconstruction and expansion project passed
the preliminary examination by the traffic administration department of Guangdong Province and the
construction will formally commence after obtaining the approval for the project. According to the
feasibility study report of GS Expressway reconstruction and extension project, the extension of GS
Expressway is about 118.2 kilometres long, where the existing two-way 6-lane highway will be expanded to
8 to 12 lanes in different sections, with the estimated initial investment being about RMB47.1 billion.

As at the Latest Practicable Date, the investment and financing plan for the reconstruction and
expansion of GS Expressway has not yet been determined. GS JV may apply to the government authorities
for extending the tolling period based on the construction scale and investment and financing plan finally
determined.

(b) GZ West JV

GZ West JV is principally engaged in the business of investment, construction and operation and
management of the GZ West Expressway, which Bay Area Development is entitled to 50% profit
distribution right.

GZ West Expressway spans from Hainan Interchange in Liwan District, Guangzhou in the north to
Yuehuan Interchange in Tanzhou Town, Zhongshan in the south, and has a total length of about 98
kilometres. Its construction will be completed in 3 phases. The GZ West Expressway Phase I, II and III have
an operational term up to September 2033, June 2035 and January 2038 respectively.

In 2019 and 2020, the average daily standard traffic flow of the GZ West Expressway is 59,000
vehicles and 43,000 vehicles respectively, while its toll revenue is RMB4.15 million and RMB2.99 million
respectively.

(c) GS Expressway-related land development

In October 2019, Bay Area Development and Guangdong Highway Construction signed a
memorandum of understanding on cooperation and a framework agreement regarding the principles of
utilizing and developing the GS Expressway-related land to jointly explore the opportunities arising from the
overall development of the existing GS Expressway-related land to unlock the value. Both parties agreed on
the proportion according to which they shall enjoy the land development right in different areas, including
37.5% for Bay Area Development and 62.5% for Guangdong Highway Construction as to the land in
Guangzhou area; 57.5% for Bay Area Development and 42.5% for Guangdong Highway Construction as to
the land in Shenzhen area; and the proportion as to the land in Dongguan area to be determined.

Xintang JV was established in November 2019, of which Bay Area Development and Guangdong
Highway Construction own 37.5% and 62.5% interests respectively. It conducts comprehensive development
of a piece of transportation land of approximately 196,000 square meters in Xintang Town, Zengcheng
District, Guangzhou, with a planned capacity building area of approximately 600,000 square meters.
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In October 2020, Bay Area Development and Guangdong Highway Construction transferred a 60%
interests in Xintang JV to Shenzhen Run Investment (a wholly owned subsidiary of China Resources Land
Limited). Upon such transfer, Bay Area Development, Guangdong Highway Construction and Shenzhen Run
Investment directly or indirectly hold 15%, 25% and 60% interests in Xintang JV respectively.

Currently, the Guangzhou Xintang Traffic Renovation Project and the related residential and ancillary
facilities construction have commenced. The residential and ancillary facilities construction will be carried
out in three phases according to the schedule. The pre-sale of the first phase of residential buildings has
commenced.

Set out below is an extract of the audited financial statements prepared for the year ended 31
December 2020, and for the 7 months ended 31 July 2021 and the unaudited financial statements prepared
for the year ended 31 December 2019 of the Target Group prepared in accordance with the Hong Kong
Financial Reporting Standard for Business Enterprises:

Unit: RMB’000

For the

For the year For the year seven months

ended ended ended

31 December 31 December 31 July

2019 2020 2021

Total revenue — — —

Profit/(loss) before taxation 13,895 (111,331) 137,227

Net profit/(loss) (28,751) (282,335) 79,477
Including: Share of results of joint

ventures 399,338 20,833 234,861

Financial costs (351,565) (309,393) (142,619)

As at As at As at

31 December 31 December 31 July

2019 2020 2021

Total assets 11,378,833 11,936,112 12,262,906

Including: Long-term equity investment 10,593,960 9,725,754 9,840,070

Total liabilities 9,384,441 7,971,270 8,411,368

Net assets 1,994,392 3,964,842 3,851,538
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The table below sets out the analysis of major differences between the net profit of financial
statements of Bay Area Development published and the net profit (loss) of Target Group:

Item

Unit: RMB million

For the year For the year For the seven
ended 31 ended 31 months ended
December 2019  December 2020 31 July 2021

Net profit of financial statements of
Bay Area Development published 620 694 370
Less: amortisation of fair value gain

from acquisition of Bay Area

Development included in the

consolidated financial

statements of Target Company 300 683 159

Less: financial costs of Target

Company 348 291 132

Net profit/(net losses) of Target Group
as shown in the accountants’ report (28) (282) 79

Based on the above, the Board is of the opinion that such differences are fair and reasonable.

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Share of profits/(losses) of associates and joint ventures represents the share of profits generated by the
interests in GS JV, GZ West JV and Xintang JV held by Bay Area Development.

In 2020, due to the impact of the epidemic, the 79-day toll-free policy was implemented, resulting in a
decline of RMB405 million in investment income from GS Expressway and GZ West Expressway, and
considering 71.83% equity interest in Bay Area Development held by the Target Company, the respective
investment income of the Target Company declined by RMB291 million.

Target Company considered the amortization of the increase in fair value during the acquisition of Bay
Area Development in the consolidated financial statements. The increase in the fair value generated from
the increase in intangible assets and the increase in development value of the land during the acquisition of
the GS JV and GZ West JV, and is respectively amortized in accordance with the intangible asset
amortization policy and land development progress of GS JV and GZ West JV. As a result of the above
amortization, the investment income of Bay Area Development in 2019, 2020, and January to July 2021 has
been reduced by RMB300 million, RMB683 million, and RMB159 million, respectively, the corresponding
impacts of the 71.83% equity of Bay Area Development holds by the Target Company were RMB215
million, RMB491 million, and RMBI114 million, respectively.

The financial costs include the interest expenses of the borrowings used by the Target Company to acquire
Bay Area development and the financial costs of Bay Area development itself.

In 2020, the Target Company received a shareholder capital injection of RMB1,922 million and reduce its
total debt accordingly.
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Upon Completion, Bay Area Development will remain owned as to approximately 71.83% by the
Target Company, which will become direct wholly-owned by the Purchaser (a wholly-owned subsidiary of
Shenzhen Expressway). Therefore, the Target Company and Bay Area Development will become
subsidiaries of the Company and Shenzhen Expressway and their financial results will be consolidated
into the financial statements of the Company and Shenzhen Expressway.

12. INDEPENDENT BOARD COMMITTEE AND INDEPENDENT FINANCIAL ADVISER

The Independent Board Committee comprising all the independent non-executive directors of the
Company, namely, Professor Cheng Tai Chiu, Edwin, Messrs, Pan Chaojin and Chan King Chung, has been
formed to advise the Independent Shareholders in respect of the Sale and Purchase Agreement, Payment
Obligation Agreement and the Transactions.

Dakin Capital has been appointed as the Independent Financial Adviser to advise the Independent
Board Committee and the Independent Shareholders in this connection.

13. RE-ELECTION OF RETIRING DIRECTOR

Reference is made to the announcement of the Company dated 14 September 2021 in relation to the
appointment of Mr. Liu Zhengyu as an executive Director and Chief Executive Officer of the Company.

At the SGM, Mr. Liu Zhengyu will retire and, being eligible, offer himself for re-election as Director
in accordance with Code Provision A.4.2 of Appendix 14 of the Listing Rules.

Particulars of the aforesaid retiring Director are set out in Appendix IX to this circular.
14. SGM

At the SGM, ordinary resolutions will be proposed to consider and, if thought fit, among others,
approve the Transaction Agreements and the Transactions and the re-election of the retiring Director.

The notice of the SGM is set out on pages SGM-1 to SGM-2 of this circular. Shareholders are
advised to read the notice and to complete and return the accompanying form of proxy for use at the SGM in
accordance with the instructions printed thereon.

Shareholders not attending the SGM in person may view a live streaming webcast of the SGM and
submit online questions to us by the instructions as stated in the letter sent to Shareholders on 24 November
2021. Shareholders should note that viewing the live streaming webcast of the SGM will not be counted
towards a quorum nor will they be able to cast their votes online.

15. CLOSURE OF REGISTER OF MEMBERS

Shareholders whose names appear on the Company’s register of members on Friday, 10 December
2021, will be eligible for attending and voting at the SGM. The Company’s register of members will be
closed from Tuesday, 7 December 2021 to Friday, 10 December 2021, 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 54, Hopewell Centre, 183 Queen’s Road East, Hong
Kong for registration not later than 4:30 p.m. on Monday, 6 December 2021.
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16. VOTING BY POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any votes of the Shareholders at a general meeting
must be taken by poll except where the chairman of the meeting, in good faith, decides to allow a resolution
which relates purely to a procedural or administrative matter to be voted on by a show of hands. Therefore,
the chairman of the SGM will demand a poll under Bye-Law 78 for each and every resolution put forward at
the SGM. The poll results will be published on the website of the Stock Exchange at www.hkexnews.hk and
the website of the Company at www.szihl.com upon the conclusion of the SGM.

As at the Latest Practicable Date, SIHCL, the controlling shareholder of the Company, indirectly held
985,635,960 Shares representing approximately 43.48% of the issued share capital of the Company.
Accordingly, SIHCL and its associates will abstain from voting at the SGM in respect of the resolution
approving the Transaction Agreements and the transactions contemplated thereunder.

Save as mentioned above, to the best knowledge, information and belief of the Directors, having
made all reasonable enquiries, no other shareholder of the Company has a material interest and has to
abstain from voting on any of the resolutions at the SGM.

17. RECOMMENDATION

Your attention is drawn to the letter from the Independent Board Committee to the Independent
Shareholders set out on page 46 of this circular and the letter from the Independent Financial Adviser on
pages 47 to 87 of this circular which contains their advice to the Independent Board Committee and the
Independent Shareholders regarding the Transaction Agreements and transactions completed thereunder as
well as the principal factors and reasons taken into consideration in arriving at their advice.

The Directors consider that the terms of the proposed transaction are fair and reasonable and on
normal commercial terms, and the proposed transaction is in the ordinary and usual course of business of the
Group and in the interests of the Company and the Shareholders as a whole. Accordingly, the Directors
recommend the Independent Shareholders to vote in favour of the resolution to be proposed at the SGM in
respect of the Transaction Agreements and transactions completed thereunder. You are advised to read the
letter from the Independent Board Committee and the letter from the Independent Financial Adviser
mentioned above before deciding how to vote on the resolution to be proposed at the SGM.

The Directors also consider that it is in the interests of the Company and its Shareholders to re-elect
the retiring Director at the SGM, and recommend the Shareholders to vote in favour of the resolution to be
proposed at the SGM.

18. FURTHER INFORMATION
Your attention is drawn to the additional information set out in the appendices to this circular.
Yours faithfully,
By Order of the Board
Shenzhen International Holdings Limited

Li Haitao
Chairman
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The following is the text of a letter from the Independent Board Committee, which has been prepared for the purpose of
incorporation into this circular, setting out its recommendation to the Independent Shareholders in respect of the Transaction
Agreements and the transactions contemplated thereunder.

Shenzhen International Holdings Limited

& I Bl R 5 ik A PR A A

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

24 November 2021
To the Independent Shareholders

Dear Sirs or Madams,

MAJOR AND CONNECTED TRANSACTION
IN RELATION TO THE ACQUISITION OF
SHENZHEN INVESTMENT INTERNATIONAL CAPITAL HOLDINGS
INFRASTRUCTURE CO., LTD.

We refer to the circular of Shenzhen International Holdings Limited (the “Company”) dated 24
November 2021 (the “Circular”), of which this letter forms a part. Unless otherwise defined, capitalised
terms used herein shall have the same meanings as those defined in the Circular.

We have been appointed as members of the Independent Board Committee to advise the Independent
Shareholders in respect of the Transaction Agreements and the transactions contemplated thereunder, details
of which are set out in the “Letter from the Board” in the Circular. Dakin Capital Limited has been
appointed as the Independent Financial Adviser with our approval to advise the Independent Board
Committee and the Independent Shareholders in this regard.

We wish to draw your attention to the “Letter from the Board” on pages 9 to 45 of the Circular and
the “Letter from Independent Financial Adviser” on pages 47 to 87 of the Circular and the additional
information contained in the appendices to the Circular.

RECOMMENDATION

Having taken into account, among other things, the principal factors and reasons considered by, and
the advice of, the Independent Financial Adviser as set out in the “Letter from Independent Financial
Adviser” contained in the Circular, we concur with the view of the Independent Financial Adviser and
consider that the terms of the Transaction Agreements are on normal commercial terms, and are fair and
reasonable so far as the Independent Shareholders are concerned and that the Transaction Agreements and
the transactions contemplated thereunder are in the interests of the Company and the Shareholders as a
whole. Accordingly, we recommend you to vote in favour of the resolution to be proposed at the SGM for
approving the Transaction Agreements and the transactions contemplated thereunder.

Yours faithfully,
For and on behalf of the Independent Board Committee
Professor Cheng Tai Chiu, Edwin
Mr. Pan Chaojin
Mr. Chan King Chung
Independent non-executive Directors
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The following is the full text of the letter of advice from Dakin Capital to the Independent Board
Commiittee and the Independent Shareholders prepared for the purpose of inclusion in this circular.

4
lt\ﬁi MERRAS
DAK | N &em-ume

24 November 2021

To:  the Independent Board Committee and the Independent Shareholders
of Shenzhen International Holdings Limited

Dear Sirs/Madams,

MAJOR AND CONNECTED TRANSACTION
IN RELATION TO THE ACQUISITION OF
SHENZHEN INVESTMENT INTERNATIONAL CAPITAL HOLDINGS
INFRASTRUCTURE CO., LTD.

INTRODUCTION

We refer to our appointment as the independent financial adviser to the Company to advise the
Independent Board Committee and the Independent Shareholders in respect of the Transaction Agreements
and the Transactions, details of which are set out in the letter from the Board (the “Letter from the Board”)
contained in the circular of the Company to the Shareholders dated 24 November 2021 (the “Circular”), of
which this letter forms part. Capitalised terms used in this letter shall have the same meanings as those
defined in the Circular unless the context otherwise requires.

As stated in the Letter from the Board, SIHCL, the indirect controlling shareholder of the Company
and Shenzhen Expressway, provided an undertaking to Shenzhen Expressway and undertook that it will,
among others, avoid business competition with Shenzhen Expressway, support the business development of
Shenzhen Expressway and perform asset injection to and integration with Shenzhen Expressway. On 15
March 2021, Shenzhen Expressway and SIHCL entered into the MOU, pursuant to which, SIHCL intended
to transfer its 71.83% indirect equity interests in Bay Area Development to Shenzhen Expressway. It is
stated in the joint announcement of the Company and Shenzhen Expressway dated 15 March 2021 that the
main purpose for signing the MOU is to promptly seize Shenzhen’s strategy on promoting the reformation of
stated-owned enterprises, and business opportunities arising from the optimisation of industrial layout, so as
to achieve the goals of acquiring high-quality toll highway assets and expanding the scale and profit base of
toll highway business.

On 10 August 2021, (i) the Purchaser and the Seller entered into the Sale and Purchase Agreement in
relation to the Acquisition; and (ii) SIHCL, the Seller, the Purchaser and Shenzhen Expressway entered into
the Payment Obligation Agreement in relation to the Payment Obligation Arrangement. Pursuant to the
Transaction Agreements, the Shenzhen Expressway Group has conditionally agreed to purchase and the
Seller has conditionally agreed to sell the Sale Shares, at an estimated total Consideration of no more than
HK$10,479,000,000.
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Upon completion of the Acquisition, the Purchaser will have indirectly acquired more than 30% of
the issued share capital of Bay Area Development, and is required to make a mandatory general offer to the
shareholders of Bay Area Development pursuant to Note 6(a) of Rule 26.1 of the Takeovers Code unless a
waiver has been obtained from the Executive. According to the joint announcement of the Company and
Shenzhen Expressway dated 14 April 2021 and the Letter from the Board, on 13 April 2021, the Purchaser
has obtained a waiver from the Executive to make a mandatory general offer to the shareholders of Bay
Area Development pursuant to Note 6(a) of Rule 26.1 of the Takeovers Code as a result of the Acquisition.

As certain percentages exceed 25% but all the relevant percentages are below 100% of the applicable
percentage ratios under the Listing Rules, the Transactions constitute major transaction on the part of the
Company under Chapter 14 of the Listing Rules. As at the Latest Practicable Date, SIHCL is the controlling
shareholder of the Company which indirectly owned approximately 43.48% of the issued share capital of the
Company. As the Seller is an associate of SIHCL, SIHCL and the Seller are connected persons to the
Company within the meaning of the Listing Rules, and thus the Transactions also constitute connected
transactions of the Company under Chapter 14A of the Listing Rules and are subject to the reporting,
announcement and independent shareholders’ approval requirements under Chapter 14A of the Listings
Rules.

Messrs. Dai Jingming and Hu Wei (both are directors of the Company and Shenzhen Expressway),
have abstained from voting at the board meeting of the Company to approve the Transactions.

The Independent Board Committee, comprising Professor Cheng Tai Chiu, Edwin, Messrs. Pan
Chaojin and Chan King Chung, each being an independent non-executive Director, has been established to
advise the Independent Shareholders in respect of the Transaction Agreements and the Transactions. We,
Dakin Capital, have been appointed as the independent financial adviser to advise the Independent Board
Committee and the Independent Shareholders in this respect.

OUR INDEPENDENCE

As at the Latest Practicable Date, Dakin Capital did not have any relationships with or interests in the
Company or any other parties that could reasonably be regarded as relevant to the independence of Dakin
Capital. In the last two years, there was no engagement between Dakin Capital and any member of the
Group. In addition to acting as the Independent Financial Adviser, we also act as the independent financial
adviser to the independent board committee and independent shareholders of Shenzhen Expressway in
respect of the Transaction Agreements and the Transactions. Apart from the normal professional fees paid or
payable to us in connection with abovementioned appointment as the independent financial adviser regarding
the Transaction Agreements and the Transactions, no other arrangements exist whereby we have received or
will receive any fees or benefits from the Company or any other parties to the Transaction Agreements and
the Transactions that could reasonably be regarded as relevant to our independence as defined under Rule
13.84 of the Listing Rules. Accordingly, we consider that such business relationship would not affect our
independence to form our opinion in relation to the Transaction Agreements and the Transactions.

BASIS OF OUR OPINION

In formulating our opinion and advice, we have relied on (i) the statements, information, financial
information and facts contained or referred to in the Circular; (ii) the information supplied by the Group, the
Shenzhen Expressway Group and/or the Target Group; (iii) the opinions expressed by and the
representations of the Directors, the respective management of the Group, the Shenzhen Expressway
Group, and/or the advisers of Shenzhen Expressway; and (iv) the relevant public information available to us
as at the date hereof. We have assumed that all the statements, information and financial information
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provided and facts, representations and opinions expressed to us or contained or referred to in the Circular
were true, accurate and complete in all respects as at the date thereof and may be relied upon. We have also
assumed that all statements contained and representations made or referred to in the Circular are true at the
time they were made and continue to be true as at the date of the Circular and all such statements of belief,
opinions and intentions of the Directors and the management of the Group and/or the Shenzhen Expressway
Group and those as set out or referred to in the Circular were reasonably made after due and careful enquiry
and consideration. We have no reason to doubt the truth, accuracy and completeness of such information and
representations provided to us by the Directors, the respective management of the Group and the Shenzhen
Expressway Group, and/or the advisers of Shenzhen Expressway. We have also sought and received
confirmation from the Directors that no material facts have been withheld or omitted from the information
provided and referred to in the Circular and that all information or representations provided to us by the
Directors and the respective management of the Group and/or the Shenzhen Expressway Group are true,
accurate, complete and not misleading or deceptive in all respects at the time they were made and as at the
Latest Practicable Date. We have assumed that such information and statements, and any representation
made to us, are true, accurate and complete in all material respects as of the date hereof and the
Shareholders will be notified of any material change by the Company as soon as it becomes aware.

We consider that we have reviewed relevant and necessary information currently available to reach an
informed view and to justify our reliance on the accuracy of the statements and information contained in the
Circular so as to provide a reasonable basis for our opinion and recommendation. We have not, however,
carried out any independent verification of the information provided, representations made or opinions
expressed by the Directors, the respective management of the Group and the Shenzhen Expressway Group,
and/or the advisers of Shenzhen Expressway, nor have we conducted any form of in-depth investigation into
the business, affairs, operations, financial position, internal control, profitability or prospects of the
Company, Shenzhen Expressway, the Target Company or any of their respective subsidiaries or associates.

The Directors have collectively and individually accepted full responsibility for the truth, accuracy
and completeness of the information contained in the Circular and have confirmed, having made all
reasonable enquiries, which to the best of their knowledge and belief, that the statements and information
contained in the Circular is true, 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 in the Circular or
the Circular misleading. We, as the Independent Financial Adviser, take no responsibility for the contents of
any part of the Circular, save and except for this letter of advice.

Our opinion is necessarily based on the financial, economic, market and other conditions in effect and
the information made available to us as at the Latest Practicable Date. Shareholders should note that
subsequent developments or changes (including any material change in market, economic conditions and the
Novel Coronavirus (“COVID-19”) pandemic) may affect and/or change our opinion and we have no
obligation to update this opinion to take into account events occurring after the Latest Practicable Date or to
update, revise or reaffirm our opinion. In addition, nothing contained in this letter should be construed as a
recommendation to hold, sell or buy any shares or any other securities of the Company.

PRINCIPAL FACTORS AND REASONS CONSIDERED
In formulating our opinion and recommendation to the Independent Board Committee and the

Independent Shareholders in relation to the Transaction Agreements and the Transactions, we have taken
into account the following principal factors and reasons:
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1. Particulars of the development of the PRC’s expressway network and key factors affecting
traffic volume

According to the Outline of the Construction of a Strong Transportation Country* (3¢ 4 5 [ 42 5% 4
%) issued by the Central Committee of the Communist Party of China (9Bt % e 5 €r) (the
“CPC”) and the State Council of the PRC ("% A &A1 Bl [ %5 ) (the “State Council”) on 19 September
2019 (the “Transportation Construction Outline”), the construction of a strong transportation system is
encouraged and it will be implemented from 2021 to 2050 in two phases with the aim of establishing
national strength in transportation that will be basically finished by 2035.

To accommodate its economic growth, the PRC has made significant progress in the development of
expressway network over the years, as demonstrated by the data from the Ministry of Transport of the PRC
(TP N R AL AN B 22 %8 i ) (the “Ministry of Transport”) that the expressway mileage in the PRC grew
from approximately 74,100 kilometres in 2010 to approximately 161,000 kilometres in 2020, representing an
increase of approximately 117.3%. In particular, according to the 2020 Statistical Report on the
Development of the Transportation Industry* (20204F2Z%0 1T R 4HAH) published by the
Ministry of Transport on 19 May 2021, the expressway mileage was approximately 161,000 kilometres as at
31 December 2020, which represents a YoY increase of approximately 11,400 kilometres as compared to
that of 31 December 2019. Moreover, for the year ended 31 December 2020, Guangzhou had an investment
of approximately RMB35.6 billion in transportation infrastructure projects, which represents a YoY increase
of approximately 31.1% as compared to the year ended 31 December 2019 and approximately 111.7
kilometres of new expressway was opened for operation, according to the information as stated on the
website of The People’s Government of Guangzhou Municipality (J&JH T A REUR).

With reference to the Traffic Study Report issued by The Guangdong Provincial Transport Planning
and Research Center® (J& 5% 3¢ 48 % ¥kl & W 58 #0>) (the “Traffic Study Expert”) in May 2021 (a
summary of which is set out in Appendix VII to the Circular), and as advised by the management of the
Shenzhen Expressway Group, development in economics, number of populations and number of vehicles are
generally the key factors that affect the expressway traffic volume. According to Hong Kong Trade
Development Council Research, the Guangdong-Hong Kong-Macao Greater Bay Area (the “Greater Bay
Area”) maintained a similar level of gross domestic product (“GDP”) at approximately USD1,679.3 billion
and USD1,668.9 billion for the two years ended 31 December 2019 and 2020, respectively. According to the
National Bureau of Statistics of the PRC (the “National Bureau of Statistics”), the GDP of Guangdong
Province increased by approximately 2.6% from approximately RMB10,798.7 billion for the year ended
31 December 2019 to approximately RMB11,076.1 billion for the year ended 31 December 2020.
Furthermore, according to the National Bureau of Statistics, the permanent population of Guangdong
Province increased by approximately 20.8% to approximately 126.0 million from 2010 to 2020 and the
number of privately-owned vehicles* (& H¥XHi#H &) of Guangdong Province increased by approximately
197.4% from approximately 7.8 million to approximately 23.3 million during 2010 to 2019.

2. Information of the Group

As stated in the Letter from the Board, the Group is principally engaged in logistics and toll road
businesses. It defines Shenzhen, the Greater Bay Area, the Yangtze River Delta and the Pan-Bohai Rim as
strategic regions, endeavours to invest in, construct and operate logistic infrastructure projects including
integrated logistics hubs and toll roads, and provides high-end and value-added logistics services to
customers based on these infrastructures, through expansion, mergers and acquisitions, restructuring and
consolidation while expanding into various business segments such as comprehensive development of lands
related to the logistics industry as well as investment in and operation of environmental protection business.
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Set out below is the summary of the financial information of the Group for the periods indicated as
extracted from the Company’s annual report for the year ended 31 December 2020 (the “2020 Company
Annual Report”) and interim report for the six months ended 30 June 2021 (the “2021 Company Interim
Report”):

For year ended For the six months

31 December ended 30 June
2019 2020 2020 2021
HK$’000 HK$°000 HKS$’000 HK$°000
(audited) (audited) (unaudited) (unaudited)
Revenue 16,820,326 19,452,409 4,402,036 7,287,183
Gross profit 6,699,254 6,462,262 566,709 2,590,585
Profit for the year/period 7,109,541 6,038,627 1,745,399 1,888,818

As depicted in the above table, the Group recorded an increase of approximately 15.6% in its revenue
to approximately HK$19,452.4 million for the year ended 31 December 2020 as compared to that of the year
ended 31 December 2019. In particular, toll revenue of the Group amounted to approximately HK$5,058
million for the year ended 31 December 2020 and approximately HK$5,305 million for the year ended
31 December 2019. This was mainly attributable to the fact that since the resumption of toll collection at
00:00 a.m. on 6 May 2020 by toll roads operated and invested by the Group, overall traffic volume resumed
normal and exhibited positive growth, which partially offset the impact of the COVID-19 pandemic on the
toll road business in the first half of 2020. In addition, Shenzhen Expressway actively explored investment
prospects and opportunities in the environmental protection sectors such as reutilization and management of
solid waste, and clean energy. According to the 2020 Company Annual Report, revenue generated from
environmental protection service recorded an increase of approximately 331.9% to approximately
HK$2,906.3 million for the year ended 31 December 2020 from approximately HK$672.9 million for the
year ended 31 December 2019. It is noted that the net profit of the Group for the year ended 31 December
2020 decreased by approximately 15.1% to approximately HK$6,038.6 million as compared with the prior
fiscal year. According to the 2020 Company Annual Report, the decrease in the profit of the Group for the
year ended 31 December 2020 was mainly due to the loss of approximately HK$1,179 million incurred by
Shenzhen Airline Company Limited, an associate in which the Company holds a 49% equity interest, as a
result of the decrease in demand for air travel due to COVID-19. For further details, please refer to the 2020
Company Annual Report published on 15 April 2021.

According to the 2021 Company Interim Report, the operating results from the Group’s core business
segments have basically returned to the pre-pandemic levels and demonstrated a growing momentum. The
Group recorded an increase of approximately 65.5% in its revenue to approximately HK$7,287.2 million for
the six months ended 30 June 2021 as compared to that of the six months ended 30 June 2020. In particular,
toll roads operated and invested by the Group have resumed full toll collection in the second half of 2020.
Coupled with the launch of the first phase of the Outer Ring Expressway, the toll revenue collected by
Shenzhen Expressway during the six months ended 30 June 2021 was approximately HK$3,345 million,
representing an increase of approximately 183% as compared to the corresponding period of the previous
year. For further details, please refer to the 2021 Company Interim Report published on 16 September 2021.

3. Information of the Shenzhen Expressway Group
As stated in the Letter from the Board, the Shenzhen Expressway Group is principally engaged in

investment, construction, operation and management of toll highways and roads, as well as other urban and
transportation infrastructure facilities.
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Set out below is the summary of the financial information of the Shenzhen Expressway Group for the
periods indicated as extracted from Shenzhen Expressway’s annual report for the year ended 31 December
2020 (the “2020 Shenzhen Expressway Annual Report”) and interim report for the six months ended
30 June 2021 (the “2021 Shenzhen Expressway Interim Report”):

For year ended For the six months

31 December ended 30 June
2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
(audited) (audited) (unaudited) (unaudited)
Revenue 6,390,295 8,026,737 1,736,563 4,211,138
Gross profit™'® 2,804,751 2,812,220 249,972 1,831,008
Profit/ (loss) for the year/period 2,608,678 2,235,556 (4,594) 1,289,768

Note:  The 2020 Shenzhen Expressway Annual Report and the 2021 Shenzhen Expressway Interim Report do not provide
gross profit of the Shenzhen Expressway Group. For illustrative purpose only, the gross profit presented in this table is
calculated by deducting cost of services from the total revenue for the year/period.

As depicted in the above table, the Shenzhen Expressway Group recorded an increase of
approximately 25.6% in its revenue to approximately RMBS8,026.7 million for the year ended
31 December 2020 as compared to that of the year ended 31 December 2019. According to the 2020
Shenzhen Expressway Annual Report, the increase in revenue mainly derived from the environmental
protection sector (including but not limited to solid waste treatment and clean energy related infrastructure),
which recorded an increase of approximately 320.8% from approximately RMB599.0 million for the year
ended 31 December 2019 to approximately RMB2,520.6 million for the year ended 31 December 2020.
Also, among the total revenue of approximately RMBS§,026.7 million for the year ended 31 December 2020,
approximately RMB4,386.7 million, or approximately 54.7% of the total revenue, was derived from toll
revenue. In comparison with the toll revenue of approximately RMB4,722.1 million, or approximately
73.9% of the total revenue, for the year ended 31 December 2019, the decrease in the toll revenue for the
fiscal year 2020 was due to the toll-free measure caused by COVID-19 during the period from 17 February
2020 to 5 May 2020 (both days inclusive) published by the Ministry of Transport (“COVID-19 Toll Free
Measure”). Also, the net profit for the year ended 31 December 2020 decreased by approximately 14.3% to
approximately RMB2,235.6 million as compared to that of approximately RMB2,608.7 million for the prior
fiscal year. The net profit attributable to owners of Shenzhen Expressway decreased by approximately 19.9%
to approximately RMB2,054.5 million for the year ended 31 December 2020 as compared to that of
approximately RMB2,564.3 million for the year ended 31 December 2019 and taking aside the effects of the
recognition of deferred income tax asset of Shenzhen Guangshen Coastal Expressway Investment Company
Limited by the Shenzhen Expressway Group, the YoY increase of the net profit attributable to owners of
Shenzhen Expressway was approximately 0.32%. For further details, please refer to the 2020 Shenzhen
Expressway Annual Report published on 26 April 2021.

Notwithstanding the above, it is noted from the 2021 Shenzhen Expressway Interim Report that
Shenzhen Expressway recorded net profit for the six months ended 30 June 2021 of approximately
RMB1,289.8 million, representing an increase of approximately RMB1,294.4 million as compared to that of
the net loss of approximately RMB4.6 million for the six months ended 30 June 2020. As stated in the 2021
Shenzhen Expressway Interim Report, the aforesaid increase in net profit is principally attributed to (i) the
relatively low toll income recorded for the six months ended 30 June 2020 due to the COVID-19 Toll Free
Measure; (ii) the operation of Phase I of Outer Ring Expressway has only commenced since the end of
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2020; and (iii) the positive income contribution made by the environmental protection sector of Shenzhen
Expressway. For further details, please refer to the 2021 Shenzhen Expressway Interim Report published on
16 September 2021.

4. Information of the Target Group

As stated in the Letter from the Board, the Target Company is an investment holding company being
a wholly-owned subsidiary of the Seller, which in turn is indirectly wholly owned by Shenzhen SASAC
through SIHCL. It is also stated that the Target Company holds 2,213,449,666 Bay Area Development
Shares (representing approximately 71.83% of the total issued share capital of Bay Area Development) as at
the Latest Practicable Date.

Set out below is an extract of the audited financial statements prepared for the year ended
31 December 2020, and for the seven months ended 31 July 2021 and the unaudited financial statements
prepared for the year ended 31 December 2019 of the Target Group prepared in accordance with the Hong
Kong Financial Reporting Standard for Business Enterprises as disclosed in the Letter from the Board:

For seven

months

For year ended 31 December ended 31 July

2019 2020 2021

RMB’000 RMB’000 RMB’000

(unaudited) (audited) (audited)

Total revenue - - -

Profit/(loss) before taxation 13,895 (111,331) 137,227

Net profit/(loss) e 1 2 and 3) (28,751) (282,335) 79,477
Including: Share of results of joint

ventures V" ¥ 399,338 20,833 234,861

Financial costs¥" (351,565) (309,393) (142,619)

As at 31 December As at 31 July

2019 2020 2021

RMB’000 RMB’000 RMB’000

(unaudited) (audited) (audited)

Total assets 11,378,833 11,936,112 12,262,906

Including: Long-term equity investments 10,593,960 9,725,754 9,840,070

Total liabilities™*" 9,384,441 7,971,270 8,411,368

Net assets 1,994,392 3,964,842 3,851,538

Notes:
1. In 2020, due to the impact of the epidemic, the 79-day toll-free policy was implemented, resulting in a decline

of approximately RMB405 million in investment income from the GS Expressway and the GZ West
Expressway, and considering 71.83% equity interest in Bay Area Development held by the Target Company,
the respective investment income of the Target Company declined by approximately RMB291 million.
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The Target Company considered the amortisation of the increase in fair value during the acquisition of Bay
Area Development in the consolidated financial statements. The increase in the fair value generated from the
increase in intangible assets and the increase in development value of the land during the acquisition of GS JV
and GZ West JV, and is respectively amortised in accordance with the intangible asset amortisation policy and
land development progress of GS JV and GZ West JV. As a result of the above amortisation, the investment
income of Bay Area Development in 2019, 2020, and January to July 2021 has been reduced by approximately
RMB300 million, RMB683 million, and RMB159 million, respectively, the corresponding impacts of the
71.83% equity interests of Bay Area Development held by the Target Company were approximately RMB215
million, RMB491 million, and RMB114 million, respectively.

For the analysis of major differences between the net profit of financial statements of Bay Area Development
published and the net profit (loss) of the Target Group, please refer to the section headed “Information of the

Target Company” set out in the Letter from the Board.

Share of profits/(losses) of associates and joint ventures represents the share of profits generated or losses
incurred by the interests in GS JV, GZ West JV and Xintang JV held by Bay Area Development.

The financial costs include the interest expenses of the borrowings used by the Target Company to acquire Bay
Area Development and the financial expenses of Bay Area Development itself.

In 2020, the Target Company received a shareholder capital injection of RMB1,922 million and reduce its total

debt accordingly.

5. Information of Bay Area Development

As stated in the Letter from the Board, the Bay Area Development Group is principally engaged in
expressway business and adopts development strategies focusing on the infrastructure and correlated
business as well as land development and utilisation along the GS Expressway within the Greater Bay Area.
The Bay Area Development Group currently operates two expressways, namely the GZ West Expressway
and the GS Expressway and engages in the development of residential project located at the core area of the

Greater Bay Area.

Set out below is the summary of the financial information of the Bay Area Development Group for
the periods indicated as extracted from Bay Area Development’s annual report for the year ended
31 December 2020 (the “2020 Bay Area Development Annual Report”) and interim report for the six
months ended 30 June 2021 (the “2021 Bay Area Development Interim Report”):

For year ended
31 December

For the six months
ended 30 June

2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
(audited) (audited) (unaudited) (unaudited)

Segment result
- GZ West JV 188,926 34,874 (62,725) 87,673
- GS JyMete D 487,384 221,176 9,311) 214,228
-~ Xintang JV (1,886) (42,036) (21,957) (21,915)
Total 674,424 214,014 (93,993) 279,986
Profit/(loss) for the year/period™* % 620,975 693,783 (114,677 290,751
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Notes:
1. Excluding exchange gain or loss.
2. For the analysis of major differences between the net profit of financial statements of Bay Area Development

published and the net profit (loss) of the Target Group, please refer to the section headed “Information of the
Target Company” set out in the Letter from the Board.

Bay Area Development’s segment result of the expressway projects (the GZ West Expressway and
the GS Expressway) operated by two joint ventures decreased by approximately 62.1% to approximately
RMB256.1 million for the year ended 31 December 2020 from approximately RMB676.3 million for the
year ended 31 December 2019. With reference to the 2020 Bay Area Development Annual Report, the
decrease in the segment result of both expressways for the year ended 31 December 2020 was due to the
decrease of over 25% in toll revenue because of the COVID-19 Toll Free Measure implemented on toll
roads nationwide and the adjustments on the holiday toll-free policy for small passenger vehicles with 7
seats or less during the Lunar New Year holiday in 2020 as published by the Ministry of Transport. The loss
in Xintang JV was mainly due to the increase in the finance costs which mainly consisted of shareholders’
loan interests. For further details, please refer to the 2020 Bay Area Development Annual Report published
on 25 March 2021.

Notwithstanding the above, it is noted from the 2021 Bay Area Development Interim Report that Bay
Area Development Group recorded net profit of approximately RMB290.8 million for the six months ended
30 June 2021, representing an increase of approximately RMB405.4 million as compared to a loss of
approximately RMB114.7 million for the six months ended 30 June 2020. In particular, the segment results
of both expressways increased from a loss of approximately RMB72.0 million for the six months ended 30
June 2020 to a profit of approximately RMB301.9 million for the six months ended 30 June 2021. As stated
in the 2021 Bay Area Development Interim Report, the aforesaid profit turnaround is primarily attributable
to the low toll revenue from the GZ West Expressway and the GS Expressway due to the COVID-19 Toll
Free Measure during the six months ended 30 June 2020 and the adjustments on the holiday toll-free policy
for small passenger vehicles with 7 seats or less during the Lunar New Year holiday in 2020. For further
details, please refer to the 2021 Bay Area Development Interim Report published on 16 September 2021.

5.1 GZ West JV and GZ West Expressway

As stated in the Letter from the Board, GZ West JV is principally engaged in the business of
investment, construction and operation and management of the GZ West Expressway, which Bay
Area Development is entitled to 50% profit distribution right.

Background of GZ West Expressway

The GZ West Expressway spans from Hainan Interchange in Liwan District, Guangzhou
in the north to Yuehuan Interchange in Tanzhou Town, Zhongshan in the south. Its
construction was completed in three phases. Further information on the GZ West Expressway
according to the 2020 Bay Area Development Annual Report and the 2021 Bay Area
Development Interim Report is set forth below.
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Location: Guangzhou to Zhuhai, Guangdong Province, the PRC

Length: Approximately 97.9 kilometres

Lanes: A total of six lanes in dual directions

Operational term and toll Phase I West (September 2003 to September 2033)
collection period: Phase II West (June 2010 to June 2035)

Phase III West (January 2013 to January 2038)

Average daily standard traffic 2019 — approximately 59,000 vehicles

flow in the recent two 2020 — approximately 43,000 vehicles
calendar years and the last  First half of 2021 — approximately 51,000 vehicles
half-year:

Average daily toll revenue in 2019 — approximately RMB4.15 million
the recent two calendar 2020 — approximately RMB2.99 million
years and the last half-year:  First half of 2021 — approximately RMB3.64 million

It is also stated in the 2020 Bay Area Development Annual Report that the GZ West
Expressway is the main expressway artery between Guangzhou and Zhuhai, and is highly
accessible to the Hengqin New Zone and the Hong Kong-Zhuhai-Macao Bridge (the “HZM
Bridge”) through the expressway network connecting Zhuhai. In November 2020, the
Guangdong Provincial Public Security Department* (J& ¥ & /2% ) issued the Administrative
Measures of Guangdong Province on the Entry of Motor Vehicles into and out of the Mainland
via the Zhuhai Highway Port of the Hong Kong-Zhuhai-Macao Bridge (Draft for Comments)*
(B SR B T LT Bl B 8 0 RO BRI 2 B 10 A TR A B (BOR B AR ) ),
which announced that the entry of single-licensed vehicles into and out of the Mainland via the
Zhuhai Port of the HZM Bridge will be further eased. The permitted driving area is expanded
from the current Zhuhai Hengqin area to the entire Guangdong Province, serving as an
experience to the policy of expanding the permission of Hong Kong vehicles into and out of
the Guangdong Province via the HZM Bridge. According to the 2020 Bay Area Development
Annual Report, the usage of the HZM Bridge is expected to increase, which will have a
positive effect on the traffic volume of the GZ West Expressway in the long run.

GS JV and GS Expressway

As stated in the Letter from the Board, GS JV is principally engaged in the business of

investment, construction and management of the GS Expressway, which Bay Area Development is
entitled to 45% profit distribution right.

Background of GS Expressway

As part of G4 Beijing-Hong Kong-Macao Expressway, the GS Expressway is the
Guangzhou-Shenzhen section of the Beijing-Hong Kong-Macao Expressway. It is an important
passage connecting Guangzhou, Dongguan, Shenzhen and Hong Kong, starting from Huangcun
Interchange in Guangzhou in the north, connecting with the northern section of Guangzhou
Ring Expressway, ending at Huanggang Port in Shenzhen in the south, and connecting with
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Huanggang Road in Shenzhen. Further information on the GS Expressway according to the
2020 Bay Area Development Annual Report and the 2021 Bay Area Development Interim
Report is set forth below.

Location: Guangzhou to Shenzhen, Guangdong Province, the PRC
Length: Approximately 122.8 kilometres
Lanes: A total of six lanes in dual directions (except for certain

sections being ten lanes)

Operational term and toll July 1997 to June 2027*
collection period:

* Extension of the concession period and the toll
collection period along with GS JV’s proposed
reconstruction and expansion project of the GS
Expressway (the “GS Expressway Expansion
Project”) is subject to the approval by the
relevant government departments

Average daily standard 2019 — approximately 100,000 vehicles
traffic flow in the recent 2020 — approximately 74,000 vehicles
two calendar years and First half of 2021 — approximately 89,000 vehicles
the last half-year:

Average daily toll revenue 2019 — approximately RMBS8.84 million
in the recent two 2020 — approximately RMB6.51 million
calendar years and the First half of 2021 — approximately RMB7.74 million
last half-year:

GS Expressway Expansion Project

As stated in the Letter from the Board, the reconstruction and expansion of the GS
Expressway has been included in the development plan of the Greater Bay Area and the plan
of Guangdong Province’s expressway network. According to Guangdong Province Expressway
Network Planning* (% # & = 28 /A B¢ A9 #1 #1) released by the Department of Transportation of
Guangdong Province* (J# ¥ 3¢ # #H i1 #%) on 28 May 2020, the reconstruction and expansion
of the GS Expressway was included in the planning ideas and can be used to ease the traffic
congestion in the Pearl River Delta regions.

It has come to our knowledge that (i) GS JV was approved to be the owner of the GS
Expressway Expansion Project in December 2019; and (ii) the feasibility study concerning the
GS Expressway Expansion Project (the “Feasibility Study”) passed the preliminary
examination by the traffic administration department of Guangdong Province in January
2021 and the construction will formally commence after obtaining the approval for the project.
According to the Feasibility Study, the extension of the GS Expressway is about 118.2
kilometres long, where the existing two-way 6-lane highway will be expanded to 8 to 12 lanes
in different sections, with the estimated initial investment being about RMB47.1 billion.
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It is the view of the Directors that if the GS Expressway Expansion Project can be
successfully implemented, the capacity of the GS Expressway will be further improved, and
GS JV will be entitled to apply for approval from government departments to extend the toll
collection period, and will increase the Shenzhen Expressway Group’s toll highway asset scale
and toll operation period after Completion.

The Letter from the Board further states that as at the Latest Practicable Date, the
investment and financing plan for the GS Expressway Expansion Project is yet to be
determined, and GS JV may apply to the government authorities for extending the tolling
period based on the construction scale and investment and financing plan finally determined.

5.3 Xintang JV and GS Expressway-related land development

According to the Letter from the Board, Xintang JV was established in November 2019
between Bay Area Development and Guangdong Highway Construction after the said parties signed a
memorandum of understanding on cooperation and a framework agreement in October 2019 in
relation to the utilisation and development of the GS Expressway-related land situated in different
areas consisting of Guangzhou, Shenzhen and Dongguan. For further details, please refer to the
announcement of Bay Area Development dated 28 October 2019.

As at the Latest Practicable Date, Xintang JV is directly or indirectly owned as to 15%, 25%
and 60% by Bay Area Development, Guangdong Highway Construction and Shenzhen Run
Investment (a wholly-owned subsidiary of China Resources Land Limited), respectively.

Set forth below is the information on the residential project in Xintang undertaken by Xintang
JV (the “Guangzhou Xintang Project”) according to the 2020 Bay Area Development Annual

Report:
Location: Xintang Town, Zengcheng District, Guangzhou,
Guangdong Province, the PRC
Year of implementation: 2019
Nature of development: Residential project
Total site area: Approximately 200,000 square metres
Gross floor area: Approximately 600,000 square metres

It is noted from the Letter from Board that currently, the relevant traffic renovation and the
related residential and ancillary facilities construction in Xintang have commenced. In particular, the
residential and ancillary facilities construction will be carried out in three phases according to the
schedule, and the pre-sale of the first phase of residential buildings has commenced.

6. Background of and reasons for the Transactions
As stated in the Letter from the Board, both the GS Expressway and the GZ West Expressway are

located in the core area of the Greater Bay Area. The board of directors of Shenzhen Expressway (the
“Shenzhen Expressway Board”) is of the view that the GS Expressway is the core passage connecting
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Guangzhou, Dongguan and Shenzhen, the three major cities on the eastern coast of the Greater Bay Area,
and Hong Kong, whereas the GZ West Expressway is an important passage connecting Guangzhou to
Zhuhai and the western coast of the Greater Bay Area leading to the HZM Bridge.

According to the Outline of Development Plan for Guangdong-Hong Kong-Macao Greater Bay Area*
(B R K [ 5% R A B A 2) published by the CPC and the State Council on 18 February 2019 (the
“Greater Bay Area Development Outline”), which is an outline document guiding the current and future
development of the Greater Bay Area covering the period from 2019 to 2035, the development of the
Greater Bay Area plays a significant strategic role in the overall development of the PRC. Given the location
of the GS Expressway and the GZ West Expressway, and after taking into account the fact that the GS
Expressway Expansion Project to be operated by the Bay Area Development Group has been included in the
development plan of the Greater Bay Area and the plan of Guangdong Province’s expressway network, it is
reasonable for the Directors to expect that the Shenzhen Expressway Group can take advantages of the said
development plan for the Greater Bay Area through the Transactions. For details of the GS Expressway
Expansion Project, please refer to the paragraph headed “Information of Bay Area Development — GS JV
and GS Expressway — GS Expressway Expansion Project” above.

It is stated in the Letter from the Board that comprehensive development of land along toll highways
to realise their value is one of the focus and achievements of Shenzhen Expressway in recent years with the
successful implementation of the Meiling Checkpoint Urban Renewal Project together with the Company.
We are given to understand that business opportunity relating to comprehensive land development usually
arises during changes in the rights and interests of toll highways operations or toll highways reconstruction.
It is also limited by local government’s urban planning, toll highway reconstruction plans and other
conditions, and needs to be carried out in accordance with relevant urban planning and laws and regulations,
thus there is uncertainty. The Letter from the Board further states that according to the preliminary studies
conducted by Bay Area Development, it is estimated that about ten plots of land are suitable for
comprehensive development after improvement in transportation facilities, and the Guangzhou Xintang
Project, which was implemented in 2019, is considered to have positive influence for promoting other
projects along the expressways. We noted that it is the current intention of Shenzhen Expressway to actively
promote the land development plan along the GS Expressway that combines the reconstruction and
expansion with the land development and utilisation, and further release the value of the land along the GS
Expressway.

In light of the above and having considered (i) the fact that investment, construction, operation and
management of toll highways and roads are within the general and normal scope of business of the Shenzhen
Expressway Group; (ii) that the Transactions are in line with the reformation policies and measures of
Shenzhen SASAC; and (iii) other relevant factors as detailed in the section headed “Reasons for and
Benefits of the Transactions” set out in the Letter from the Board (including that the Transactions may
provide the opportunities for Shenzhen Expressway to bolster its future profitability and regional market
share in the expressway industry), the Shenzhen Expressway Board considers that the entering into of the
Transaction Agreements is in the interests of the shareholders of Shenzhen Expressway and Shenzhen
Expressway as a whole.

As stated in the Letter from the Board, the Board is of the view that the Transactions are in line with
the Company’s strategy to consolidate premium infrastructure resources. After taking into account the
analysis and judgment of Shenzhen Expressway, the effect of the Transactions on the Group and all relevant
factors, the Board considers that the entering into of the Transaction Agreements is in the interests of the
Shareholders and the Company.

- 59 -



LETTER FROM INDEPENDENT FINANCIAL ADVISER

7. Principal terms of the Transaction Agreements

Below set out the details of the principal terms of the Sale and Purchase Agreement and the Payment
Obligation Agreement as stated in the Letter from the Board:

7.1

Sale and Purchase Agreement

Date
10 August 2021

Parties
) Shenzhen Investment International Capital Holdings Co., Ltd., as the seller; and
(ii)) Mei Wah Industrial (Hong Kong) Limited, as the purchaser.

Subject matter

Acquisition of the Sale Shares, assumption of repayment obligations of debts owed by
the Target Company to the Seller, and the repayment of Third Party Loans.

Effectiveness

The Sale and Purchase Agreement shall be effective upon the satisfaction of all the
conditions set out under the paragraph headed “Conditions” below.

Conditions

The Sale and Purchase Agreement shall be effective from the date on which the
following conditions are satisfied:

) the necessary shareholders’ approval of the Seller and the approval from SIHCL
in respect of the transactions contemplated under the Sale and Purchase
Agreement having been obtained by the Seller;

(i)  the necessary approvals from SIHCL in respect of the transactions contemplated
under the Sale and Purchase Agreement having been obtained by the Purchaser;
and

(iii))  the necessary board and/or shareholders’ approval of the Purchaser, the Company
and Shenzhen Expressway in respect of the transactions contemplated under the

Sale and Purchase Agreement having been obtained.

The abovementioned conditions shall be satisfied on or before 31 December 2021 (or
such other date as otherwise agreed in writing by the Purchaser and the Seller).

As at the Latest Practicable Date, the above-mentioned conditions (i) and (ii) have been
satisfied.
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7.2

Completion

Completion will take place on the Completion Date, being 20 Business Days after the
date of the delivery of the Conditions Satisfaction Notification (or such date as otherwise
agreed in writing by the Purchaser and the Seller).

The Sale Shares will be acquired free from all Encumbrances and together with all
rights and benefits which will be on the Completion Date attaching or may at any time
thereafter become attached thereto including the right to all dividends, distributions and any
return of capital declared, made or paid, or agreed to be made or paid thereon or in respect
thereof on or after the Completion Date.

Transition Period Arrangement

The Seller and the Purchaser agreed that profit and loss incurred by the Target
Company during the Transition Period shall be enjoyed and borne by the Purchaser, save for
the special interim dividend for the year ended 31 December 2020 and the final dividend for
the year ended 31 December 2020 declared by Bay Area Development. Without the consent of
the Purchaser, the Target Company shall not make any distribution on the profit for the
Transition Period. If the Target Company makes any distribution on the profit for the
Transition Period, the equivalent amount shall be deducted from the Amount Payable
accordingly.

In respect of any outstanding dividends previously declared but not paid by the Target
Company, the Purchaser shall procure that the Target Company pay, and if necessary, provide
shareholders loan to the Target Company to pay, the outstanding dividends to the Seller within
three Business Days of the Completion Date.

Change of Target Company Directors

On the Completion Date, the Seller shall procure the Target Company to appoint
candidates nominated by the Purchaser as the director(s) of the Target Company. Such
appointment shall be effective on the Completion Date.

The Purchaser intends to nominate persons with extensive experience in toll highway
investment, construction and operation as directors of the Target Company at a later stage. As
at the Latest Practicable Date, the Purchaser has not identified any candidates to be nominated
as new directors of the Target Company.

Payment Obligation Agreement
Date

10 August 2021

Parties

(1) Shenzhen Investment Holdings Company Limited;

(ii))  Shenzhen Investment International Capital Holdings Co., Ltd.;
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(iii) Mei Wah Industrial (Hong Kong) Limited; and
(iv)  Shenzhen Expressway Company Limited.
Subject matter

Assumption of payment obligation under the Supplemental Agreements. The assumption
of payment obligation by the Purchaser and Shenzhen Expressway is conditional upon the Sale
and Purchase Agreement being effective.

Effectiveness

The Payment Obligation Agreement shall be effective upon the date on which the
Purchaser is registered as the shareholder of the Target Company.

7.3 Consideration

As stated in the Letter from the Board, after arm’s length negotiations, the Shenzhen
Expressway Group has conditionally agreed to purchase and the Seller has conditionally agreed to sell
the Sale Shares, at an estimated total Consideration of no more than HK$10,479,000,000. After
deducting approximately HK$151,000,000 of cash and receivables of the Target Company, the price
per Bay Area Development Share is estimated to be no more than HK$4.67 (representing a premium
of approximately 60% over the closing price of HK$2.85 per Bay Area Development Share on the
date of the Sale and Purchase Agreement (the “Price Premium”). As stated in the Letter from the
Board, the Price Premium is mainly attributable to (i) the acquisition of the controlling rights of Bay
Area Development as a result of the Acquisition; (ii) the synergy that can be generated between the
expressway assets of Bay Area Development and Shenzhen Expressway; (iii) the business
opportunities and potential value of the GS Expressway Expansion Project and the land
development along the GS Expressway; and (iv) the Directors’ view that the valuation of the
expressway companies have been underestimated to a certain extent as a result of the negative
impacts of the COVID-19 including the COVID-19 Toll Free Measure. For further details, please
refer to the paragraph headed “Transaction Agreements — Consideration for the Sale Shares” set out
in the Letter from the Board.

It was also highlighted in the Letter from the Board that, reference has been primarily made by
the Shenzhen Expressway Board to the valuation of the 71.83% equity interests in Bay Area
Development as at 15 March 2021 performed by CMS (the “CMS Valuation”) under the CMS
Valuation Report when determining the Consideration, while the valuation of the entire equity
interests of the Target Company as at 31 December 2020 (the “Pengxin Appraisal Valuation”)
provided in the Pengxin Appraisal Valuation Report is of use to the Board, as well as the
Shareholders, as additional reference when considering the Consideration. According to the CMS
Valuation Report, CMS concluded that the price per Bay Area Development Share should be between
HK$4.42 to HK$4.71 (the “CMS Reference Range”). As to the relations between the CMS
Valuation and the Consideration, it is disclosed in the Letter from the Board that the corresponding
valuation of the 71.83% equity interests in Bay Area Development (i.e. 2,213,449,666 Bay Area
Development Shares) held by the Target Company is between approximately HK$9.783 billion and
approximately HK$10.425 billion, and after adding the cash and receivables of the Target Company
of approximately HK$151 million, the corresponding valuation of the Target Company is between
approximately HK$9.934 billion and approximately HK$10.576 billion which indicates that the
Consideration of no more than HK$10.479 billion is within such corresponding valuation range of the
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Target Company as derived based on the CMS Reference Range. For further details of the CMS
Valuation Report and the relations between the CMS Valuation and the Consideration, please refer to
(i) Appendix V to the Circular; (ii) the paragraph headed "Valuation - Relations between CMS
valuation and the Consideration" set out in the Letter from the Board; and (iii) the paragraph headed
"Valuation — CMS Valuation Report" in this section below.

Furtherware, Pengxin Appraisal concluded in the Pengxin Appraisal Valuation Report that the
price per Bay Area Development Share is estimated to be no more than HK$4.67 (the “Pengxin
Reference Price”). As stated in the letter from the Board, the Consideration of no more than
HK$10.479 billion is not higher than the adjusted total valuation of the Target Company of
HK$10.512 billion as derived based on the Pengxin Reference Price. For further details of the
Pengxin Appraisal Valuation Report and the relations between the Pengxin Appraisal Valuation and
the Consideration, please refer to (i) Appendix VI to the Circular; (ii) the paragraph headed
"Valuation — Relations between Pengxin Appraisal valuation and the Consideration" set out in the
Letter from the Board; and (iii) the paragraph headed “Valuation — Pengxin Appraisal Valuation
Report” in this section below.

Set out below are (i) the composition of the Consideration pursuant to the Transaction
Agreements; and (ii) the cash and receivables of the Target Company as at 31 December 2020 and the
estimated value of the 71.83% equity interests in Bay Area Development held by the Target
Company, that form the basis for the negotiation between the Shenzhen Expressway Group and the
Seller when determining the Consideration:

HK$’ million

Amount Payable®™?" ) 2,450.0
Outstanding amount of the debts of the Target Company 7,890.1
Contingent Consideration estimated to be no more than®™?’ *) 139.0
Total™o¢ 2) 10,479.0
Cash and receivables of the Target Company 151.0
Value of the 71.83% equity interests in Bay Area Development held

by the Target Company ™ ¥/ 10,328.0
Total V' % 10,479.0
Notes:

1. Please refer to “Unaudited Pro Forma Financial Information on the Enlarged Group” set out in
Appendix IV to the Circular for further details.

2. Certain figures included have been subject to rounding adjustments and/or exchange rate conversion.
Any discrepancy between totals and sums of individual amounts listed are due to rounding/exchange
rate conversion. Accordingly, figures shown as totals may not be an arithmetic aggregation of the
figures preceding them.

3. This is estimated by the Shenzhen Expressway Board based on 2,213,449,666 Bay Area Development

Shares held by the Target Company and HK$4.67 per Bay Area Development Share (that is, an
estimated price not exceeding both the CMS Reference Range and the Pengxin Reference Price).
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As we understood from the Letter from the Board, the Consideration shall be satisfied by the
Purchaser and Shenzhen Expressway pursuant to the agreed payment schedule stipulated in the
Transaction Agreements, details of which are set out in the paragraph headed “Transaction
Agreements — Consideration for the Sale Shares” in the Letter from the Board, as summarised below:

(i) Amount Payable

The Amount Payable amounting to HK$2,450,034,805.18 that is attributable to the
Consideration shall be paid to the Seller in three stages. The directors of Shenzhen Expressway
(the “Shenzhen Expressway Directors”) confirmed that as at the Latest Practicable Date, the
SPA Deposit (inclusive of the MOU Deposit), which represents 30% of the Amount Payable,
has been fully settled, with the remaining 70% of the Amount Payable due to be paid on the
Completion Date (or such date as otherwise agreed in writing by the Purchaser and the Seller).

(it)  Debts of the Target Company

The outstanding amount of the debts of the Target Company amounting to
approximately HK$7,890,127,007.98 that is attributable to the Consideration consists of the
outstanding shareholder loans owed by the Target Company to the Seller of USD700,000,000
(i.e. approximately HK$5,460,000,000) and the Third Party Loans of no more than
HK$2,429,495,000.

Repayment of outstanding shareholder loans:

As at the Latest Practicable Date, the Seller has provided shareholder loans in the
principal amount of USD700,000,000 to the Target Company, at an interest rate of
2.85% pe