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2019 Interim Results Briefing

On 26 August 2019, the Company held the 2019 Interim Results Briefings in Shenzhen and
Hong Kong respectively, a total of 111 investors, analysts and reporters attended. At the
briefing, Ms. Zhao Guiping, Financial Controller, Mr. Liao Xiangwen, President and Mr. Hu
Wei, Chairman, respectively introduced the financial and operational performance in the first
half of 2019, the key work in the second half of this year as well as the reflections on the
Company’s next development strategy. Thereafter, there was a good communication
between the Company management and the participants around the topics such as progress
of projects and future development plan and strategy. The Company's performance in this
period is good. The investors generally expressed satisfaction with the Company's operating
performance in the first half of this year. In the future, the Management hopes the Company
will become a company with excellent performance, good corporate governance, healthy
market image and generous returns to shareholders. (Please go to http://www.sz-
expressway.com/uploadfiles/2019/08/20190827154034154.pdf to read or download the
materials for reference.)



http://www.sz-expressway.com/uploadfiles/2019/08/20190827154034154.pdf
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Speech of Chairman
Dear Investors:

On behalf of the Board, | am pleased to report to the shareholders that in the first half of 2019,
the Group recorded revenue of RMB2,699 million, representing a YOY increase of 0.81%,
excluding the effect of the toll revenue from the Three Projects for the corresponding period of
last year, the comparable revenue increased by 15.57%; and realized net profit of RMB1,577
million with earnings per share of RMBO0.723, representing a YOY increase of 62.79%.

The Company has specified the dual core business development direction of toll highway +
general-environmental protection industry in the Development Strategy for 2015-2019. The
strategic thinking of the dual core business does not mean that the Company shall give up the
toll highway business. Instead, it specifies how we should treat the toll highway business.
During the strategic period, the toll highway investment of the Company amounted to RMB20
billion, and the equity mileage of toll highway increased by 100km. After two years of practice
and deployment, the Company has entered the general-environmental protection industry and
focused on such fields as hazardous waste treatment, organic waste treatment, industrial
wastewater treatment and wind power. After nearly 5 years of hard work, the total investment in
new projects amounted to RMB23 billion, and the quality of the invested projects was excellent.
At present, the Company’s asset structure has been optimized. Practice has proved that
Shenzhen Expressway has the capability for sustainable development, and the strategic
direction of dual core business is correct.

2019 is the last year for the five-year strategy. The Company is now preparing for the next five-
year strategic planning. Many factors will be considered in the new strategy, but the strategic
positioning of developing dual core business of toll highway + general-environmental protection
will not be changed. The Central Committee of the Communist Party of China and the State

| Council issued the Opinions on Supporting the Program of Building Shenzhen into the Pilot
Demonstration Area of Socialism with Chinese Characteristics in recent days. Shenzhen will
receive great development opportunities. Shenzhen Expressway will, based in Shenzhen and

. great bay area and extending to the whole nation, create smart highways, distinguished
environmental protection and high-quality wind power. We hope that in the next 5 years,
Shenzhen Expressway will form the three key advantages of “toll highway + distinguished
environmental protection + high-quality wind power”. In the longer term, we hope that Shenzhen
Expressway will become a listed company with outstanding performance, good governance,
and healthy market image which can bring rich return to the shareholders and are well
recognized and loved by the employees.

Thanks to investors for your concern and support for Shenzhen Expressway, because of you,
Shenzhen Expressway will continue to innovate and forge ahead in the future, and continue to
repay the society and shareholders.
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Frequently Asked Questions

What is the influence of enhancing the investment in the construction of ETC infrastructure
service on the Company?

In June 2019, the NDRC, Ministry of Transport and the relevant authorities jointly issued
the Implementation Scheme for Accelerating Highway ETC Application Services ( {I{RH#E
HERARE FAMEEPIER RN ARSI R) ), requiring that the basic preferential
policy of waiving no less than 5% of the highway toll for ETC users shall be implemented
since 1 July 2019, and that the ETC utilization rate shall reach 90% on highway by the end
of 2019. ETC shall be used in all highway tollgates, the ETC lane shall become the key toll
lane, and non-stop toll collection on trucks shall be achieved. In addition, the truck toll
billing method shall be adjusted. From1 January 2020, all the trucks will be charged based
on the vehicle (axle) type, provided that the overall burden of truck toll shall not be
increased. Non-stop weighing detection shall be implemented simultaneously at the
entrance of the enclosed highway tollgate to improve the passing efficiency of the trucks.

The modification projects undertaken by the Company according to the scheme
requirements include: 1) upgrade of highway toll operation management system,
standardized construction and modification of tollgate, toll lane, the hardware and software
of ETC framework; 2) switching between old and new systems and demolition of toll
collection facilities on the main line of provincial boundary highway; 3) construction and
installation of weighing detection system at the entrance of highway tollgate.

The modification projects will increase the modification cost in the short term. According to
the current estimation and accounting treatment solution, RMB440 million may be required.
However, the cost incurred in the modification period can be capitalized and then
depreciated and amortized in 8 years after the completion of the modification. Therefore,
the influence on the annual cost will be insignificant.

The 5% discount for ETC users will have a certain negative impact on toll revenue of the
Company. The specific influence is still under calculation. However, the full
implementation of ETC will improve the passing efficiency of the road network, motivate
the car owners to use highway, and facilitate traffic growth, which is good for the healthy
development of the industry in the long run.
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What is the influence of building Shenzhen into the pilot demonstration area of socialism with
Chinese characteristics on the Company?

As required in the Opinions on Supporting the Program of Building Shenzhen into the Pilot
Demonstration Area of Socialism with Chinese Characteristics ( { X FXX#FIZEIEPEHE
#HEeENEITRIEXAMEMR) ) issued by the Central Committee of the Communist Party of
China and the State Council, Shenzhen shall be built into a modern, international and
innovative city by 2025, become a model city for building our country into a strong socialism
modernized country by 2035, and become a global benchmarking city with outstanding
competitiveness, creativity and influence by the middle of the century.

As a listed company domiciled in Shenzhen, Shenzhen Expressway will benefit fully from the
gradual implementation of the regional planning:

1) The interconnection of the infrastructures will be the top priority of the regional planning.
Several Shenzhen-based national plans will facilitate the creation of multi-level integrated
public transport network in Shenzhen. The requirement for efficiency improvement will result in
the deepening of the research and implementation of intelligent transportation. It is
foreseeable that significant investments will be made for regional transportation in both
national and provincial levels. The Company will integrate the transportation construction into
the regional construction as a priority, build an interconnected transportation network serving
the urban agglomeration around the Guangdong-Hong Kong-Macao Greater Bay Area, and
actively participate in the construction of key innovative projects, such as underground utility
tunnel.

2) The promotion and implementation of these plans will increase the population density,
accelerate urbanization and result in population overspill, which is favorable for the traffic
growth on the existing roads of the Company.

3) With the acceleration of the infrastructure construction, opportunities for growing and
integrating the environmental protection industry will appear, enabling the Company to acquire
the environmental protection projects and create regional advantages.

What are the considerations for the Company to enter the general-environmental protection
industry?

In recent years, highway industry has been faced with a series of challenges, including limited
operation term, increasing cost, pressure from public opinion and so on. Therefore, under the
traditional investment and financing mode, the return on investment of toll highway industry
has been on the decline. It is difficult to guarantee the investment return and seek for
additional high quality projects, and the industry is faced with severe development bottleneck
and turning point. It is necessary for the Company to identify business development direction
and realize business upgrade and transform.




Based on the exploration and research on new industries and the summary on the actual
operation in recent years, the Company has set the core positioning of “being an urban and
transportation infrastructure construction and operation service provider” for the transformation
and development. While focusing on the principal business of toll highway industry, the
Company will vigorously develop general-environmental protection business, transportation
infrastructure business and the financial service business related to the industry chain. The
environmental protection business will be the focus of the industry transformation and
development, because it matches the resource characteristics and competition advantages of
the Company. The Company enjoys three key advantages when entering the general-
environmental protection industry:

1) Management advantage. The Company has developed outstanding management capacity,
established good brand image and received high recognition from the industry after the long-
term toll highway construction and operation.

2) Capital advantage. The Company has sufficient and stable cash flow. In addition, as a
company listed in Mainland China and Hong Kong simultaneously, it has a smooth financing
channel. It is easy for the Company to obtain financing at a relatively lower financing cost.

3) Similar operation mode. The general-environmental protection industry has similar
operation mode with the toll highway. Both of them are concessions, featuring long and stable
operation term and stable cash flow.

Please describe the development strategies and capital expenditure plans of the Company for
the toll highway business and environmental protection business.

Overall strategy: the Company will implement the innovative development strategy of dual
core businesses, seriously, prudently but actively develop the toll highway business and
general-environmental protection business, ensuring that the targets for investment and
acquisition meet the development scale, financial resource security and tolerance and the
industry policy and environment of the Company, rather than simply seeking for scale effect. In
mid and short term, the toll highway business will still account for a big proportion in terms of
asset scale and income scale. However, in the long run, general-environmental protection
business will keep pace with the toll highway business, and the two business sectors will
become the key cornerstones for the development of Shenzhen Expressway.

Development strategy for the toll highway business:

1) Actively promote the research and implementation of intelligent transportation, improve the
passing efficiency and ensure the steady growth of roll revenue;

2) Create high-quality projects through such key projects as Outer Ring Project and
Reconstruction and Extension of Jihe Expressway. Fully exert the professional advantages to
maintain constant engineering advantages;
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3) Maintain good cooperation relationship with the government, carefully design business
mode and operation mode, actively participate in the strategic layout of Shenzhen
transportation network and the strategic layout of infrastructure construction in Shenzhen-
Shanwei Special Cooperation Zone.

Due to the scarcity of high-quality expressway project resources, in the future, for the toll
highway business, we will focus on project expansion, while taking into account the high-
quality projects within our capacity.

Development strategy for general-environmental protection business: the Company will
further enhance the development efforts and establish strategic cooperation with the
existing partners and the industry leaders:

1) To engage in such business fields as wastewater treatment, solid waste treatment and
hazardous waste treatment by leveraging on the resources of our partners, such as Derun
Environment, Water Planning Company and Suez;

2) To acquire full industry chain advantages including equipment, technology, operation
maintenance and wind farm resources, and lay a solid foundation for the Group to quickly
enter the wind power generation industry and achieve further development, taking Nanjing
Wind Power Project as the starting point.

In our future acquisitions, we will target at holding project and focus on proper market
segments, in order to increase the industry scale and volume and provide “booster” for the
two-wheel drive of the Company.

According to the projects that have been determined, it is estimated that by the end of
2021, the total capital expenditure of the Group will be approximately RMB5.5 billion,
which includes the investment for Outer Ring Project and the project construction
expenditures for Coastal Phase Il and other relevant projects. According to the evaluation
of the directors, the Group has enough financial resources and financing capacity to meet
all these capital expenditure demands. In the future, with the business development, the
Group may have big capital expenditure in Reconstruction and Extension of Jihe
Expressway and the general-environmental protection projects. The Company is now
conducting feasibility study on the financing instruments. We will make full use of the
domestic and offshore financing platforms to meet the capital requirements and provide
financial support for the strategic development of the Company.
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About wind power business.

Industry status:
1) The national policies provide great support;
2) There exist big market and less competition;

3) Central enterprises and large state-owned enterprises dominate the market, while the
participation of local state-owned enterprises and private enterprises has gradually
increased;

4) Stable industry revenue is ensured, featuring internal return rate (IRR) of 8% to 9%.
Advantages of the Company:

1) The wind farm acquisition is a capital intensive business. Shenzhen Expressway has
the advantage of long-term low capital cost;

2) Wind power investment operation mode is similar to the toll highway operation mode.
Both of them are concessions, and wind farm operation management is even simpler,
good for exerting the advantages of standardized management of state-owned enterprises;

3) When the Company becomes the holding company of Nanjing Wind Power, it will own
a group of industry talents and independent technologies, realizing the integration of
technology, talent and capital.

Industrial prospects:

The NDRC issued the Notice of the National Development and Reform Commission on
Improving the On-grid Pricing Policy for Wind Power ( {EZR% R EEZ X T EXHE M
BN EREDEEN) ) in May 2019, based on which the benchmark on-grid price for wind
power will be changed to indicative price, the on-grid price of the newly approved
centralized onshore wind power projects will be determined through competition, and the
grid connection time and feed-in tariff for the previously approved onshore wind power
projects will be specified.
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Driven by this policy, the peak time for the construction of onshore wind power projects
will come in 2019 to 2020. While gradually canceling the feed-in tariff, our country has
enhanced the construction of UHV transmission lines, and established a set of market-
based wind power quota and grid guaranteed acquisition systems to solve the wind
curtailment problem. With the advancement of grid construction and the release of the
policy support effect, it is estimated that the wind power industry will enjoy rapid
development, the wind curtailment problem will be mitigated and ultimately solved, and the
wind power industry will present its investment value.

The Company will take advantage of this window phase and create a comprehensive
business mode of “wind turbine manufacturing + wind farm development and construction
+ wind farm operation and sales”.

About capital injection to Coastal Company.

To improve the financial status of Coastal Company and reduce the overall tax burden of
the Group, in April 2019, under the approval of the Board of the Company, the Company
completed the capital increase of RMB4.1 billion for Coastal Company and transferred the
RMB3.5 billion bank loan of Coastal Company to the headquarters. The Company
recognized the relevant deferred income tax in respect of partially compensable losses
and impairment of road assets incurred in previous periods. As a result, the net profit of
the Group was increased by RMB510 million in the first half of this year.

Please provide the latest information on Guilong project and Meilin Checkpoint Project
and their contributions to the Group in the future, as well as the strategic plans of the
Company in real estate business.

The Company has two land development projects, one in Longli, Guizhou, the other in
Meilin Checkpoint, Shenzhen.

Longli, Guizhou:

1) Land area: 3,005 mu, where, Guilong Project covers approximately 2,770 mu, with the
turnover of approximately RMB961 million, Duohua Bridge project covers approximately
235 mu, with the turnover of approximately RMB118 million.

2) Real estate development: the development area is 1,045 mu.

Phase |, with the area of 247 mu, has been completed. 313 villas have been delivered,
and a total income of RMB679 million has been recognized.
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Phase Il covers 389 mu. 238 villas were offered in Stage |. These villas have all been sold,
and the payment collected amounted to RMB603 million. Nearly 80% of the houses have
been delivered. It is planned to offer 95 commercial properties in Stage Il. 57 properties
were sold and paid. The main structure of the project was basically completed, and the
delivery has been commenced.

Phase Il covers 229 mu. 271 residential houses were offered in Stage I. 196 houses were
sold, and the payment of RMB530 million has been collected. It is estimated that the
project will be completed by the end of 2020. The project for Stage Il will be the supporting
commercial properties.

3) Land transfer: the interests in 1,610 mu have been transferred, with the equity transfer
income of RMB409 million recognized, increasing the after-tax net profit of the Group by
RMB214 million. The transfer of the interests in 810 mu was completed during the
reporting period, with the equity transfer income of RMB268 million recognized, increasing
the after-tax net profit of the Group by RMB140 million.

4) During the Reporting Period, the bidding for 115 mu Guilong land was completed.

5) The Board has approved Guishen Company to participate in the bidding for the 1000
mu land granted by the Longli county government in batches based on the Duohua Bridge
Project. 235 mu has been acquired.

Meilin Checkpoint Renewal Project:

1) Equity proportion of project companies and project development area: Shenzhen
International 36%, Shenzhen Expressway 34%, and Vanke 30%. The project, with a
salable area of 486,400 square meters, is a complex covering residential house, office
building, apartment and commercial structure.

2) Project planning and development progress: the project will be developed in three
phases: Hefengxuan, Heyaxuan and Hesongxuan. In Phase |, the salable area of
residential house is approximately 75,000 square meters, and the affordable housing area
is approximately 42,000 square meters; in Phase Il, the salable area of residential house
is approximately 68,000 square meters; in Phase lll, the salable area of residential house
is approximately 63,000 square meters, and a complex comprising office building and
commercial apartment will be offered, covering an area of 190,000 square meters. The
sales of 832 residential houses of Hefengxuan were officially started on 15 December
2018. Hefengxuan had a minimum sales price of RMB59,000 per square meter, and the
average price was RMB65,000 per square meter. More than 700 houses have been sold,
representing a sell-through rate of 88%.



3) Meilin Checkpoint Project is well positioned at the urban hub, the intersection between
Futian CBD and Shenzhen North Railway Station CBD, featuring convenient road
transportation and developed rail transit as well as comprehensive supporting facilities around.
In addition, the land cost of the project is lower than the traditional bid, auction and listing cost
(the land price per floor area is about RMB13,000 per square meter, including the land price
and the relevant tax, compensation for the demolition of the properties on the land and the
upfront planning costs). It is estimated that good sales can be achieved. However, the actual
result is subject to the market environment and depends on the implementation.

These two projects are the innovative practices of Shenzhen Expressway in the investment,
construction and operation management of transportation infrastructure, and good for realizing
the value of the existing resources of the Company and creating synergy. This model has
become mature and can be replicated. The transportation infrastructure and urban
comprehensive development will be one of the key business targets of the Company. The
Company will make full use of its own resources and core competence to actively practice the
diversified business development. However, the Company will not proactively acquire new
land resources through bid, auction and listing or deliberately expand real estate business.

About reconstruction and extension of Jihe Expressway.

Jihe Expressway has reached its full capacity in terms of traffic (in the first half of 2019, the
daily traffic volume amounted to 300 thousand vehicles for Jihe East, and 220 thousand
vehicles for Jihe West). To ensure the road safety, improve the passing efficiency and improve
the profitability of the project, the Board of the Group approved to carry out the preliminary
design and other preliminary work for the reconstruction and extension of Jihe Expressway in
January 2018. For the moment, the Company is engaging in the preliminary works for the
reconstruction and extension of Jihe Expressway, including the preparation of the feasibility
report and the preliminary design.

Shenzhen Expressway creatively proposed the three-dimensional reconstruction and
extension solution, and carried out research on new process (research on traffic operation of
three-dimensional composite highway) and new material (research on adaptability of high
performance weather resistant bridge steel based on the environment along Jihe Expressway),
in order to provide support and guarantee for the reconstruction and extension of Jihe
Expressway from the prospective of passing efficiency, safety and environmental protection.
According to the current plan, Jihe Expressway will adopt the two-layer composite channel
scheme and prefabricated industrial construction method, in order to minimize the impact on
the traffic during the construction period. The Company plans to determine the project
feasibility, preliminary design and investment and financing scheme within this year, and
commence the construction by the end of 2020. The project will have a construction period of
4 years and put into operation simultaneously with Shenzhen-zZhongshan Corridor.

According to the current plan, this project requires huge investment, which is no less than that
for building a new highway. The Company is now in active discussion of the specific schemes
with the government, including the design, feasibility report and investment and financing
model.
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About the dividend policy. Will increasing investment affect the dividend payout ratio?

Shenzhen Expressway has been upholding the commitment of rewarding the shareholders
since its listing, and maintained a dividend payout ratio of 40% to 50%. In 2018, the Group
paid a cash dividend of RMBO0.71 per share, representing a dividend payout ratio of 45.25%,
among which, the ordinary dividend was RMBO0.36 per share, totaling RMB785,077,317.36,
representing a dividend payout rate of 41.17%; and the special dividend distributed for the
gains on the disposal of the Three Projects was RMBO0.35 per share, totaling
RMB763,269,614.10, accounting for 50.1% of the gains on the disposal. Compared with the
stock price at that time, the dividend rate of A-share was about 7.1%; and the dividend rate of
H-share was about 9.4%.

It is specified in the Shenzhen Expressway Shareholder Reward Plan (2017-2019) that the
Company intends to distribute the profit by cash dividend each year at the rate of no less than
45% of the distributable profit for the current year in the three years from 2017 to 2019,
provided that the Company is in good financial and cash position and there is no major
investment plan or cash disbursement.

In the coming years, the investment scale of the Company will be gradually increased, and the
Company will maintain stable dividend policy. We believe that with the sustained development
of the Company business, the return to shareholders will be constantly improved.

Please disclose the progress of Coastal Phase Il and the time when it will be opened to traffic,
as well as the influence on the road network after its opening.

The project for the airport interchange ramp bridge and relevant facilities of Coastal
Expressway (Shenzhen Section) is called Coastal Phase Il in short. This route is 5.7 km long,
and the construction was commenced in December 2015.

The international convention and exhibition center interchange of Coastal Phase Il was
completed and accepted on 27 March 2019, and will be opened to traffic when it is connected
to the municipal roads and the supporting facilities are completed. At that time, Coastal Project
will directly connect the international convention and exhibition center and become an
important transport hub that can give full play to the modern logistics, trade, convention and
exhibition functions of the Airport Economic Zone, facilitate the regional economic cooperation
and industrial cluster development and penetrate the adjacent city circle. In addition, Shahe
West Line of Dongbin Tunnel will be completed and put into service by the end of this year.
Shenzhen section of Shenzhen-Zhongshan Corridor in Coastal Phase Il is under construction.
We believe that in the future, the operation performance of Coastal Project will be quickly
improved with the improvement of the surrounding road networks.
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Please describe the influence of the Implementation Plan for Regional Comprehensive
Reform of State-owned Assets and Enterprises in Shenzhen on the Company.

The Implementation Plan for Regional Comprehensive Reform of State-owned Assets and
Enterprises in Shenzhen was approved recently, which stipulates the following key tasks:

1) To advance mixed-ownership reform, promote the coordinated development of the
economy with different types of ownership including state-owned, private and foreign
owned, and realize common prosperity.

2) To explore innovative management and key employee shareholding reform.
Management and key employee shareholding will be an important approach for the mixed-
ownership reform of Shenzhen State-owned enterprises, so as to inspire the “sponsor
spirit” of the management and key employees.

3) To implement the “listed company+” strategy. Promote resource conversion to asset,
asset capitalization and securitization by making comprehensive use of equity, fund and
capital operations based on the domestic and international multi-level capital market,
facilitate the listing of state-owned enterprises, and create conditions to realize the listing
of group companies.

4) To formulate state-owned assets and resources integration and reorganization scheme
and advance the internal and external resource integration and reorganization in an open
way.

5) By 2020, Shenzhen will try its best to improve the size, quality and position of the state-
owned capital, foster more world class companies with global competence, and direct
more than 85% of the state-owned capital to the “One Body Two Wings” area (taking
infrastructure utilities as the main body and financial and strategic emerging industries as
the two wings), and build a number of large state-owned backbone enterprises, including
one or two world 500 top enterprises, six or seven enterprise groups with the asset scale
of over RMB100 billion, and two leading enterprise groups with the market value of over
RMB100 billion.

As a state-owned company listed domestically and in Hong Kong, Shenzhen Expressway
will make use of the opportunities brought by the comprehensive reform of state-owned
assets and enterprises in Shenzhen and the advancement of “listed company +” strategy
by our controlling shareholder Shenzhen International, increase the mechanism vitality
through equity and capital operation and resource integration, and realize the growth in
scale and benefit of the Company. We will build Shenzhen Expressway into a
“comprehensive platform for transportation and urban infrastructure industry” and a
“comprehensive platform for general environmental protection industry” with industry chain
advantages.
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1) In 2016, the Company invested in the Outer Ring Project in PPP mode;
2) In 2018, the Company acquired 100% equity of the well-positioned Coastal Project;

3) In 2018, after close communication with the SASAC and the substantial shareholders,
the Company proposed the incentive scheme which meets the policy requirements and
provides incentives to the management and key employees of the Company. The scheme
was approved by the general meeting of the Company on 4 March 2019.

About Shenzhen Expressway

Shenzhen Expressway was established on 30 December 1996. In March 1997, the Company issued
foreign capital shares (H Shares) which were subsequently listed on The Stock Exchange of Hong
Kong Limited on 12 March 1997. In December 2001, the Company issued Renminbi-denominated
ordinary shares (A Shares) which were subsequently listed on the Shanghai Stock Exchange on 25
December 2001. The Company is mainly engaged in the investment, construction, operation and

management of toll highways.

For further information, please contact:

SHENZHEN EXPRESSWAY COMPANY LIMITED
Ms. Catherine ZHENG / Ms. Babe LIU

Tel: (86 755) 8285 3328/ 8285 3330

Fax: (86 755) 8285 3411

Email: ir@sz-expressway.com

WONDERFUL SKY FINANCIAL GROUP
Ms. Ada DI

Tel: (852) 3970 2123

Fax: (852) 2815 1352

E-mail: prd@wsfg.hk

EVERBLOOM INVESTMENT CONSULTING CO., LTD.
Mr. Zuogang XIAO

Tel: (86 755) 8296 6116

Fax: (86 755) 8296 6226

E-mail: szgs.list@everbloom.com.cn
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