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DEFINITIONS

In this circular, unless the context otherwise requires, the expressions below shall have the following

meanings:

“A Share(s)”

“A Shareholder(s)”

“A Shares Class Meeting”

“Acquisition Agreement”

“acting in concert”

“Administrative Measures for
Material Asset Restructuring”
“Anhui Transportation

Holding Group”

“Agreement of Intent”

“Agreement of Intent

Announcement”

the domestic share(s) of the Company with a nominal value of
RMB1.00 each, which are listed on the Shanghai Stock Exchange
in the PRC

holder(s) of A Share(s)

the class meeting of the A Shareholders (if applicable) to
be convened at the conference room of the Company at 520
Wangjiang West Road, Hefei, Anhui, the PRC on Friday, 18
August 2023 at 2:30 p.m. or immediately after the conclusion of
the EGM or any adjournment of the EGM, or any adjournment
thereof, to consider and, if thought fit, approve, among other
things, (i) the Proposed Acquisition; and (ii) the Proposed Non-

public Issuance of A Shares

the agreement dated 17 April 2023 entered into between the
Company and Anhui Transportation Holding Group in relation to

the Proposed Acquisition
has the meaning as defined in the Takeovers Code

Administrative Measures for the Material Asset Restructuring
of Listed Companies ({72 m) 5 K& 2 F A E L))
promulgated by the CSRC

Anhui Transportation Holding Group Company Limited* (Z#(#&
LR PERLSE B A PR N 7)), a state-owned enterprise established in
the PRC and the controlling shareholder of the Company holding
approximately 31.63% of the Company’s total issued share capital
as at the Latest Practicable Date

the agreement of intent dated 3 April 2023 entered into between
the Company and Anhui Transportation Holding Group in relation

to the Proposed Acquisition
the announcement of the Company dated 3 April 2023 in relation

to, among other things, the potential acquisition of the Target

Assets
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DEFINITIONS

“Announcement”

“Articles of Association”

“Asset Valuation Report”

“associate(s)”

“Average Trading Price”

“Board”

“China United” or “Valuer”

“Cash Consideration”

“Class Meetings”

“Company”

the announcement of the Company dated 17 April 2023 in
relation to, among other things, (i) the Proposed Acquisition;
(ii) the Proposed Non-public Issuance of A Shares; and (iii) the
Whitewash Waiver

the articles of association of the Company from time to time

the asset valuation report dated 20 June 2023 in respect of the
Target Assets issued by China United, the full text of which are

set out in Appendix V to this circular
has the meaning ascribed to it under the Listing Rules

the average trading price of the A Shares during the 20 trading
days immediately preceding the Price Determination Date, which
is calculated by dividing the total turnover of the A Shares by the
total trading volume of the A Shares during the 20 trading days

immediately preceding the Price Determination Date
the board of directors of the Company

China United Assets Appraisal Group Co., Ltd. (" & & 54k 5
[ £ FR 2 7)), a qualified asset appraisal agency in the PRC

the cash consideration in the amount of 15% of the Total
Consideration payable by the Company to Anhui Transportation
Holding Group pursuant to the Acquisition Agreement
(as supplemented by the Supplemental Agreement and the
Compensation Agreement) as part of the Total Consideration
payable to Anhui Transportation Holding Group for the Proposed
Acquisition, being RMB549,900,585

the A Shares Class Meeting and the H Shares Class Meeting

Anhui Expressway Company Limited* (%48 & 2 28 i %
A BRZN D), a joint stock company established in the PRC, the
H Shares of which are listed on the Hong Kong Stock Exchange
(stock code: 995), and the A Shares of which are listed on the
Shanghai Stock Exchange in the PRC (stock code: 600012)
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DEFINITIONS

“Compensation Agreement”

“Compensation Share(s)”

“Completion”

“connected person(s)”

“Consideration Share(s)”

“controlling shareholder”

“CSRC”

“Dilution of Immediate Returns

Announcement”

“Director(s)”

“EGM”

the performance compensation agreement dated 20 June 2023
entered into between the Company and Anhui Transportation
Holding Group in relation to the performance guarantees and
related compensation provided by Anhui Transportation Holding

Group in respect of the Target Assets

the Consideration Share(s) to be returned by Anhui Transportation
Holding Group to the Company under the Compensation

Agreement
completion of the Proposed Acquisition
has the meaning ascribed to it under the Listing Rules

the new A Share(s) to be allotted and issued by the Company to
Anhui Transportation Holding Group pursuant to the Acquisition
Agreement as part of the Total Consideration payable to Anhui

Transportation Holding Group for the Proposed Acquisition
has the meaning ascribed to it under the Listing Rules

China Securities Regulatory Commission (* [ &% % B & & % B
)
=]

the announcement on the dilution of immediate returns as a result
of the Proposed Acquisition and the Proposed Non-public Issuance
of A Shares and the relevant remedial measures (B 481K 32 5 #f

T I [ ik B R AR A AH B 75 79 A 75 ) published on 20 June
2023 by the Company on the Shanghai Stock Exchange

the director(s) of the Company

the extraordinary general meeting of the Company to be convened
at the conference room of the Company at 520 Wangjiang West
Road, Hefei, Anhui, the PRC on Friday, 18 August 2023 at 2:30
p-m. (or any adjournment thereof) to consider and, if thought fit,
approve, among other things, (i) the Proposed Acquisition; (ii)
the Proposed Non-public Issuance of A Shares; (iii) the Specific
Mandates; and (iv) the Whitewash Waiver



DEFINITIONS

“Enlarged Group”

“Executive”

“Financial Adviser”

“Floor Price”

“Group”

“H Share(s)”

“H Shareholder(s)”

“H Shares Class Meeting”

“HK$”

the Group as enlarged by the Proposed Acquisition

the Executive Director of the Corporate Finance Division of the

SFC or any delegates of the Executive Director

BOCOM International (Asia) Limited, a corporation licensed
to conduct Type 1 (dealing in securities) and Type 6 (advising
on corporate finance) regulated activities under the SFO, being
the financial adviser to the Company in respect of the Proposed

Acquisition and the application of the Whitewash Waiver

the latest audited net asset per Share of the Company before the
issuance of A Shares under the Proposed Non-public Issuance of
A Shares, subject to adjustments due to ex-rights or ex-dividends
event of the Company including distribution of cash dividend,
bonus issue, rights issues, conversion of share premium into share
capital or capitalisation issues during the period between the date
in respect of which the last audited consolidated balance sheet of

the Company was prepared and the Price Determination Date

the Company and its subsidiaries

the overseas listed foreign share(s) of the Company with a nominal
value of RMB1.00 each, which are listed on the Main Board of the
Hong Kong Stock Exchange

holder(s) of H Share(s)

the class meeting of the H Shareholders (if applicable) to
be convened at the conference room of the Company at 520
Wangjiang West Road, Hefei, Anhui, the PRC on Friday, 18
August 2023 at 2:30 p.m. or immediately after the conclusion of
the EGM and (if applicable) the A Shares Class Meeting or any
adjournment of the EGM and (if applicable) the A Shares Class
Meeting, or any adjournment thereof, to consider and, if thought
fit, approve, among other things, (i) the Proposed Acquisition; and

(i1) the Proposed Non-public Issuance of A Shares

Hong Kong dollars, the lawful currency of Hong Kong
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DEFINITIONS

“Hong Kong”

“Hong Kong Stock Exchange”

“Independent Board

Committee”

“Independent Financial Adviser”

or “Shenwan Hongyuan”

“Last Trading Day”

“Latest Practicable Date”

“Listing Rules”

“Liuwu Expressway”

the Hong Kong Special Administrative Region of the PRC
The Stock Exchange of Hong Kong Limited

an independent committee of the Board, comprising all the
independent non-executive Directors who have no direct or
indirect interest in the Proposed Acquisition and the Whitewash
Waiver, namely Mr. Liu Hao, Mr. Zhang Jianping and Ms. Fang
Fang, established pursuant to the requirements of the Listing Rules
and the Takeovers Code to advise the Proposed Acquisition LR
Independent Shareholders and the Takeovers Code Independent
Shareholders on the Proposed Acquisition (including, amongst
others, the grant of the Proposed Acquisition Specific Mandate)
and the Whitewash Waiver

Shenwan Hongyuan Capital (H.K.) Limited, a corporation licensed
to carry out Type 1 (dealing in securities), Type 4 (advising
on securities) and Type 6 (advising on corporate finance)
regulated activities under the SFO, which has been appointed
as the independent financial adviser, with the approval of the
Independent Board Committee, to advise the Independent Board
Committee, the Takeovers Code Independent Shareholders and
the Proposed Acquisition LR Independent Shareholders in respect
of the Proposed Acquisition, the Proposed Acquisition Specific
Mandate and the Whitewash Waiver

17 April 2023, being the last trading day of the H Shares on the

Hong Kong Stock Exchange prior to the Announcement
21 July 2023, being the latest practicable date prior to the printing
of this circular for the purpose of ascertaining certain information

contained in this circular

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

the Liuwu Expressway (7N2 =2\ %) with its concession rights

owned and operated by the Target Company
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DEFINITIONS

“Measures for the
Administration of the
Takeover of Listed

Companies”

“Non-public Issuance

Benchmark Price”

“Non-public Issuance

Independent Shareholders”

“Non-public Issuance

Specific Mandate”

“Offering Period”

“Performance Compensation

Assets”

“Performance Compensation

Period”

“PRC”

“PRC Legal Advisers”

“Measures for the Administration of the Takeover of Listed
Companies” (€ E T2 AUk B4 B ) ) promulgated by the
CSRC

(i) 80% of the Average Trading Price; or (ii) the Floor Price,

whichever is higher

Shareholders other than Shareholders who have indicated to
participate in the Non-public Issuance of A Shares before the
EGM and (if applicable) the Class Meetings and their close

associates (as defined under the Listing Rules)

the specific mandate to be sought from the Non-public Issuance
Independent Shareholders at the EGM and (if applicable) Class
Meetings to issue the A Shares under the Proposed Non-public

Issuance of A Shares

the period commencing the Proposed Non-public Issuance of A

Shares as determined by the Company

the Target Assets for which Anhui Transportation Holding
Group undertakes to provide performance guarantees and related

compensation under the Compensation Agreement

three financial years commencing from (and including) the year
in which Completion takes place, being (i) 2023, 2024 and 2025
if the Proposed Acquisition is completed during the year ending
31 December 2023; or (ii) 2024, 2025 and 2026 if the Proposed
Acquisition is completed during the year ending 31 December
2024

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

Macau Special Administrative Region and Taiwan

Grandall Law Firm (Hefei), the PRC legal advisers to the
Company
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DEFINITIONS

“PRC Qualified Traffic

Consultant”

“Price Determination Date”

“Pricing Benchmark Date”

“Proposed Acquisition”

“Proposed Acquisition
LR Independent Shareholders”

“Proposed Acquisition

Specific Mandate”

“Proposed Non-public

Issuance of A Shares”

“Proposed Overall

Transaction”

“Provisions on Material

Asset Restructuring”

“Relevant Period”

CHELBI Engineering Consultants, Inc.* (FEfE TREEFEHARA
7l), a PRC qualified traffic consultant

the first day of the Offering Period of the Proposed Non-public

Issuance of A Shares

the date of the announcement of the resolutions of the Board in

respect of the Proposed Acquisition, being 18 April 2023

the proposed acquisition of the Target Assets from Anhui
Transportation Holding Group pursuant to the Acquisition
Agreement (as supplemented by the Supplemental Agreement and

the Compensation Agreement)

Shareholders, other than Anhui Transportation Holding Group
and its associates, which do not have a material interest in the
Proposed Acquisition and the Proposed Acquisition Specific
Mandate under the Listing Rules and the relevant PRC laws and

regulations

the specific mandate to be sought at the EGM and (if applicable)
the Class Meetings to issue the Consideration Shares pursuant to
the Acquisition Agreement (as supplemented by the Supplemental

Agreement and the Compensation Agreement)

the proposed non-public issuance of A Shares to not more than 35

specific target subscribers

the overall transaction proposal of the Company involving the
Proposed Acquisition and the Proposed Non-public Issuance of A

Shares

Provisions on Issues Concerning Regulating the Material Asset

Restructuring of Listed Companies (B A BL#d I i /A 7] K& &
HAHA T MBI E)) promulgated by the CSRC

the period commencing from 3 October 2022, being 6 months

preceding the date of the Agreement of Intent Announcement, and

ending on the Latest Practicable Date
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DEFINITIONS

“Report on the Proposed Acquisition

and Proposed Non-public

Issuance of A Shares and related

transactions”

“RMB”

“SASAC”

“SFC”

“SFO”

“Shanghai Listing Rules”

“Share(s)”

“Shareholder(s)”

“Specific Mandate(s)”

“Supplemental Agreement”

“Takeovers Code”

“Takeovers Code

Independent Shareholders”

the Report on the Proposed Acquisition and Proposed Non-public
Issuance of A Shares and related transactions (25170 M 2 A8
S HE SRR B W 5 5 o T (FE42)) published
on 20 June 2023 by the Company on the Shanghai Stock Exchange

Renminbi, the lawful currency of the PRC

the State-owned Assets Supervision and Administration
Commission of the State Council of the PRC (H 2 A & 3t A B [
BhBEAEEEEEREZE®)

the Securities and Futures Commission of Hong Kong

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

the Rules Governing the Listing of Stocks on the Shanghai Stock
Exchange (1678 757 232 5 Fr B 52 TR A

A Share(s) and H Share(s)
holder(s) of Share(s)

the Proposed Acquisition Specific Mandate and the Non-Public

Issuance Specific Mandate

the supplemental agreement to the Acquisition Agreement dated
20 June 2023 entered into between the Company and Anhui
Transportation Holding Group

the Hong Kong Code on Takeovers and Mergers

Shareholders other than (i) Anhui Transportation Holding Group
and parties acting in concert with it (including China Merchants
Highway Network Technology Holding Company Limited, being a
party presumed to be acting in concert with Anhui Transportation
Holding Group); and (ii) those who are interested in or involved
in the Proposed Acquisition, the Proposed Acquisition Specific
Mandate and the Whitewash Waiver



DEFINITIONS

“Target Assets”

“Target Company”

“Target Company

Profit Forecasts”

“trading day(s)”

“Transitional Period”

“Update Announcement”

“US $’7

“Valuation Benchmark Date”

“VAT”

“Whitewash Waiver”

“%9,

*  For identification purpose only.

100% of the equity interests in the Target Company

Anhui Province Liuwu Expressway Co., Ltd.* (?@ﬁf\ﬁh%@
N HEA PR F]), a company established in the PRC with limited
liability and a wholly-owned subsidiary of Anhui Transportation

Holding Group as at the date of this circular

has the meaning ascribed to it in the section headed “LETTER
FROM THE BOARD - II. MAJOR AND CONNECTED
TRANSACTION - PROPOSED ACQUISITION - 3. Profit

Forecasts™ of this circular

a day on which the Shanghai Stock Exchange is open for dealing

or trading in securities

the period commencing from the date immediately after the
Valuation Benchmark Date to the month end date of the month in

which Completion has taken place

the announcement of the Company dated 20 June 2023 in relation
to, among other things, the update on the Proposed Acquisition

and the Proposed Non-public Issuance of A Shares

United States dollar(s), the lawful currency of the United States of

America
31 December 2022
value-added tax of the PRC

a waiver from the Executive pursuant to Note 1 on dispensations
from Rule 26 of the Takeovers Code in respect of the obligations
of Anhui Transportation Holding Group to make a mandatory
general offer for all the securities of the Company not already
owned or agreed to be acquired by Anhui Transportation Holding
Group and parties acting in concert with it which would otherwise
arise as a result of the issue of the Consideration Shares under the

Proposed Acquisition

per cent

— Xl —



LETTER FROM THE BOARD

ZEHRBESEAKRKROAERA T
ANHUI EXPRESSWAY COMPANY LIMITED

(incorporated in the People’s Republic of China with limited liability as a joint stock company)
(Stock Code: 995)

Executive Directors
Xiang Xiaolong
Yang Xiaoguang
Tao Wensheng
Chen Jiping

Non-executive Directors
Yang Xudong
Du Jian

Independent non-executive Directors
Liu Hao

Zhang Jianping
Fang Fang

To Shareholders

Dear Sir or Madam,

Registered Office

520 Wangjiang West Road,
Hefei, Anhui,

the PRC

Principal Place of Business in Hong Kong
5th Floor, Jardine House

1 Connaught Place, Central

Hong Kong

26 July 2023

(1) MAJOR AND CONNECTED TRANSACTION - PROPOSED ACQUISITION
(2) PROPOSED NON-PUBLIC ISSUANCE OF A SHARES TO RAISE
ANCILLARY FUNDS
(3) APPLICATION FOR WHITEWASH WAIVER
(4) NOTICE OF EXTRAORDINARY GENERAL MEETING

AND

(5) NOTICE OF H SHARES CLASS MEETING



LETTER FROM THE BOARD

INTRODUCTION

References are made to the announcements of the Company dated 3 April 2023, 17 April 2023, 28
April 2023, 5 May 2023, 16 May 2023 and 20 June 2023, in relation to, among other things, (i) the
Proposed Acquisition; (ii) the Proposed Non-public Issuance of A Shares; and (iii) the Whitewash

Waiver.

As disclosed in the Announcement, on 17 April 2023, the Company and Anhui Transportation
Holding Group entered into the Acquisition Agreement, pursuant to which the Company has
conditionally agreed to purchase, and Anhui Transportation Holding Group has conditionally
agreed to sell, the Target Assets, in consideration of (i) the allotment and issuance of the
Consideration Shares and (ii) the payment of the Cash Consideration by the Company to Anhui
Transportation Holding Group. In addition, as disclosed in the Update Announcement, on 20 June
2023, the Company and Anhui Transportation Holding Group further entered into the Supplemental

Agreement and the Compensation Agreement in relation to the Proposed Acquisition.

In addition to the Proposed Acquisition, on 17 April 2023, the Board approved the Proposed Non-
public Issuance of A Shares to raise ancillary funds after completion of the Proposed Acquisition
and on 20 June 2023, the Board approved the additional terms of the Proposed Non-public Issuance
of A Shares. The total amount of ancillary funds to be raised under the Proposed Non-public Issuance
of A Shares shall be not more than RMB1,466,401,560 (being not exceeding 40% of the final Total
Consideration for the Proposed Acquisition) and the number of A Shares to be issued shall not
exceed 30% of the total issued share capital of the Company prior to completion of the Proposed

Acquisition and the Proposed Non-public Issuance of A Shares.

The purpose of this circular is to provide you with, among other things, further details of (i)
the Proposed Acquisition, (ii) the Proposed Non-public Issuance of A Shares, (iii) the Specific
Mandates, and (iv) the Whitewash Waiver, and the transactions contemplated thereunder, together
with other information reasonably necessary to enable you to make an informed decision on
whether to vote for or against the resolutions to be proposed at the EGM and (if applicable) the
Class Meetings.

At the EGM and (if applicable) the Class Meetings, resolutions will be proposed to approve, among
other things, (i) Proposed Acquisition; (ii) the Proposed Non-public Issuance of A Shares; (iii) the

Specific Mandates; and (iv) the Whitewash Waiver, and the transactions contemplated thereunder.
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II.

MAJOR AND CONNECTED TRANSACTION - PROPOSED ACQUISITION

1.

Acquisition Agreement (as supplemented by the Supplemental Agreement)

The principal terms of the Acquisition Agreement (as supplemented by the Supplemental

Agreement) are set out below:

Date:

Parties:

Subject matter:

Consideration:

17 April 2023 (as supplemented by the Supplemental
Agreement on 20 June 2023)

(I)  the Company, as purchaser; and

(2)  Anhui Transportation Holding Group, as vendor.

Pursuant to the Acquisition Agreement, the Company has
conditionally agreed to purchase, and Anhui Transportation
Holding Group has conditionally agreed to sell, the Target
Assets, being 100% of the equity interests in the Target

Company, at the Total Consideration.

The parties have agreed to engage China United, a qualified
asset appraisal agency in the PRC, to conduct a valuation on
the Target Assets and issue the Asset Valuation Report with
the Valuation Benchmark Date of 31 December 2022.

According to the Asset Valuation Report issued by China
United, which have been approved by and filed with the
authorised entity of the competent state-owned assets
supervision and administrative authorities, the appraised
value of the Target Assets as at the Valuation Benchmark
Date, which were primarily determined based on the income
approach, is RMB3,661,003,900. In appraising the value of the
Target Assets, China United has also taken into consideration,
among others, the traffic volume and toll fee rates of the Target
Assets assessed by the PRC Qualified Traffic Consultant.
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Upon arms’ length negotiations between the parties taking into
account the appraised value of the Target Assets under the
Asset Valuation Report of RMB3,661,003,900 and the paid-
up registered capital of the Target Company of RMBS5,000,000
which was paid by Anhui Transportation Holding Group to the
Target Company subsequent to the Valuation Benchmark Date,
the parties have agreed that the final Total Consideration shall
be RMB3,666,003,900.

The Total Consideration shall be settled: (i) 85% by the
allotment and issuance of the Consideration Shares; and
(ii) 15% by the payment of the Cash Consideration, by
the Company to Anhui Transportation Holding Group.
Accordingly, on the basis that the Total Consideration is
RMB3,666,003,900, RMB3,116,103,315 shall be settled by
way of allotment and issuance of the Consideration Shares
while RMB549,900,585 shall be settled by way of payment of

Cash Consideration.

Please refer to Appendix V to this circular for the full text of
the Asset Valuation Report and Appendix VI for the letter of
confirmation issued by China United. Pursuant to Rule 11.1(b)
of the Takeovers Code, the Financial Adviser has confirmed
that China United is suitably qualified and experienced to
undertake the valuation of the Target Assets. Please refer to
Appendix VII to this circular for the letter of confirmation

issued by the Financial Adviser in this regard.
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Issue of Consideration

Shares:

In accordance with the relevant PRC laws and regulations and
based on the negotiations between the parties, the issue price of
the Consideration Shares was initially agreed to be RMB7.19
per Consideration Share (the “Original Issue Price”) under
the Acquisition Agreement, representing not less than 80% of
the average trading prices of the A Shares for the 20, 60 or 120
trading days prior to the Pricing Benchmark Date of 18 April

2023 (rounded up to the nearest two decimal places).

During the period between the Pricing Benchmark Date
and the date of issue of the Consideration Shares, in case
of any ex-rights or ex-dividends events of the Company
such as distribution of cash dividends, bonus issues, rights
issues, allotment of shares, conversion of share premium
into share capital or capitalisation issues, the issue price of
the Consideration Shares will be adjusted in accordance with
the relevant PRC laws and regulations. The formulae for the

adjustments are set out below:
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1. In the event of distribution of cash dividends:
P1=P0O-D
2. In the event of bonus issues, capitalization issues or

conversion of share premium into share capital:
P1=P0/(1+N)
3. In the event of rights issues or allotment of shares:
P1=(P0O+AxK)/(1+K)

4, In the event of simultaneous (i) bonus issues,
capitalization issues or conversion of share premium
into share capital; (ii) rights issues or allotment of
shares; and (iii) distribution of cash dividends:

P1=(P0-D+AxK)/(1+N+K)

where,

(1) PO is the issue price of the Consideration Shares before

adjustment;

(i1)) N is the number of bonus shares or shares to be issued
upon capitalization issue or conversion of share

premium into share capital per Share;

(ii1)) K is the number of new shares to be allotted per Share

under rights issue or the allotment of shares;

(iv) A is the issue price per new share under rights issue or

allotment of shares;
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(v) D is the amount of cash dividend per Share; and

(vi) Pl is the issue price of the Consideration Shares after

adjustment.

As the Company has declared its final dividend for the year
ended 31 December 2022 on 31 March 2023 which has
been approved by the Shareholders at the annual general
meeting held on 9 June 2023, Anhui Transportation Holding
Group and the Company have agreed that the issue price
of the Consideration Shares shall be adjusted to RMB6.64
per Consideration Share (the “Adjusted Issue Price”) in
accordance with the formula for distribution of cash dividend

set out above.

Accordingly, the number of Consideration Shares to be issued
by the Company to Anhui Transportation Holding Group shall
be calculated by dividing (i) the portion of the final Total
Consideration to be settled by the issuance of Consideration
Shares (being RMB3,116,103,315, 85% of the final Total
Consideration) by (ii) the final issue price of the Consideration
Shares (being the Adjusted Issue Price of RMB6.64 per
Consideration Share, subject to any further adjustment in
accordance with the formulae as set out in the Announcement).
In the event of fractional shares, Anhui Transportation Holding

Group shall waive such fractional shares.

On the basis that the portion of the final Total Consideration
for the Proposed Acquisition to be settled by the Consideration
Shares Issuance is RMB3,116,103,315 and assuming the final
issue price of the Consideration Shares is the Adjusted Issue
Price (being RMB6.64 per Consideration Share), the number
of Consideration Shares to be issued by the Company to Anhui
Transportation Holding Group is 469,292,667 A Shares.
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Lock-up period:

The final number of Consideration Shares to be issued by
the Company to Anhui Transportation Holding Group shall
be subject to the approval by the Shanghai Stock Exchange
and registration with the CSRC. Pursuant to the relevant
PRC laws and regulations, such approval by Shanghai Stock
Exchange and registration with CSRC will only be obtained
after the approval of the Proposed Acquisition at the EGM
and (if applicable) the Class Meetings. Where adjustment will
be required by the Shanghai Stock Exchange and the CSRC,
it is expected that there will be downward (but not upward)
adjustment to the number of Consideration Shares to be issued
by the Company to Anhui Transportation Holding Group and

further announcement(s) will be made by the Company.

The Consideration Shares will be issued under the Proposed
Acquisition Specific Mandate to be sought at the EGM and (if
applicable) the Class Meetings.

The Consideration Shares will be listed and traded on
the Shanghai Stock Exchange. Upon completion of the
Proposed Acquisition, the existing Shareholders and the
holder of the Consideration Shares to be issued under the
Proposed Acquisition will be entitled to share the Company’s
accumulated and undistributed profits prior to completion of
the Proposed Acquisition based on their respective proportion
of shareholding and have the same right to distributions or
dividends.

Pursuant to the Acquisition Agreement, Anhui Transportation
Holding Group has undertaken that it shall not transfer any of
the Consideration Shares within 36 months from the date of
issue of the Consideration Shares (save for any transfer between
entities controlled by the same beneficial owner), provided that
if Anhui Transportation Holding Group is required to return
the Consideration Shares to the Company pursuant to any
performance guarantee and compensation arrangements which
may be agreed between Anhui Transportation Holding Group
and the Company in connection with the Proposed Acquisition,
and such return has not been completed within the aforesaid 36
months lock-up period, the lock-up period shall be extended to
the date on which the return of Consideration Shares by Anhui

Transportation Holding Group to the Company is completed.
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In the event that (i) the closing prices of the A Shares for
twenty (20) consecutive trading days within six months
following the completion of the Consideration Share Issuance
or (ii) the closing price of the A Shares as at the end of the six-
month period following completion of the Consideration Share
Issuance is below the issue price of the Consideration Shares,
the lock-up period will be automatically extended for six

months.

The Shares which are already held by Anhui Transportation
Holding Group prior to completion of the Proposed Acquisition
shall not be transferred in any manner (save for any transfer
between entities controlled by the same beneficial owner)
within eighteen (18) months from the date of completion of the

Consideration Share Issuance.

The lock-up undertaking shall also be applicable to any
additional A Shares received by Anhui Transportation
Holding Group as a result of bonus issues, capitalization
issues, conversion of share premium into share capital and/or
allotment of Shares of the Company after completion of the

Consideration Share Issuance.

The above lock-up undertaking shall not be applicable to any
transfer or repurchase of Shares for the purposes of giving
effect to any performance guarantee and compensation
arrangements which may be agreed between Anhui
Transportation Holding Group and the Company in connection

with the Proposed Acquisition.
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Conditions precedent to
the effectiveness of the
Acquisition Agreement
and the Supplemental

Agreement:

Anhui Transportation Holding Group shall not transfer its
Shares in the Company in the event that the regulator initiates
investigation as a result of any false statement or misleading
statement or material omission made by Anhui Transportation
Holding Group in connection with the Proposed Acquisition
until the conclusion of the investigation. In the event that
Anhui Transportation Holding Group is found to have breached
any laws or regulations, Anhui Transportation Holding
Group undertakes to utilise the Shares subject to the lock-
up undertaking to compensate the Company or any relevant

investors.

If any applicable regulatory authorities of the PRC require
a lock-up period of different length to be imposed, the
lockup period shall be the one as required by such regulatory

authorities.

The effectiveness of the Acquisition Agreement is conditional

upon the fulfilment of all the following conditions:

1) the approval of the Acquisition Agreement and the
Proposed Acquisition by the internal governing bodies

of Anhui Transportation Holding Group;

(ii)  the approval of the Acquisition Agreement and the
Proposed Acquisition by the Board, the Proposed
Acquisition LR Independent Shareholders and the
Takeovers Code Independent Shareholders at the EGM
and (if applicable and as the case may be) the Class
Meetings;

(iii) the Asset Valuation Report having been filed with
or confirmed by the competent state-owned assets
supervision and administration authorities or its

authorised entities;
(iv) the approval of the Proposed Acquisition by the state-

owned assets supervision and administration authorities

or its authorised entities;

—10 -
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(v)

(vi)

(vii)

(viii)

(ix)

(x)

(if applicable) the obtaining of any necessary approval
or decision not to review by the Anti-monopoly Bureau
of the State Administration for Market Regulation on
concentration of undertakings in respect of the Proposed

Acquisition;

the approval of the Proposed Acquisition by the
Shanghai Stock Exchange and registration of the
Proposed Acquisition by the CSRC;

the obtaining of the Whitewash Waiver from the

Executive;

the obtaining of the requisite approval by the Takeovers
Code Independent Shareholders at the EGM in respect
of the grant of the Whitewash Waiver;

the obtaining of the requisite approval by the
Shareholders at the EGM in respect of the waiver
of general offer obligation by Anhui Transportation
Holding Group arising in connection with the Proposed
Acquisition under the applicable PRC laws and

regulations; and

the obtaining of any other necessary approval and/or
filings in respect of the Proposed Acquisition from any

applicable regulatory authorities.

None of the above conditions may be waived by any party

to the Acquisition Agreement. If any of the conditions is

not fulfilled, the Acquisition Agreement will not become

effective and according to the PRC Legal Advisers, the parties

will not have any rights, obligations and liabilities under the

Acquisition Agreement.

As at the Latest Practicable Date, the conditions precedent set

out in paragraphs (i), (ii) (in respect of the approval by the

Board only) and (iii) above have been fulfilled.

—11 -
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The condition set out in paragraph (iv) above in respect of the
approval of the Proposed Acquisition by the competent state-
owned assets supervision and administrative authorities or its
authorised entities will be fulfilled prior to the EGM and (if
applicable) the Class Meetings, while the condition in respect
of the approval of the Acquisition Agreement and the Proposed
Acquisition by the Shanghai Stock Exchange and the CSRC as
set out in paragraph (vi) above will only be fulfilled after the
EGM and (if applicable) the Class Meetings in accordance with

the relevant PRC laws and regulations.

In respect of the condition set out in paragraph (v) above,
as at the Latest Practicable Date, the Company has received
preliminary feedback from the Shanghai Municipal
Administration for Market Regulation indicating that no filing
on concentration of undertakings in respect of the Proposed
Acquisition shall be required. However, as at the Latest
Practicable Date, the Shanghai Municipal Administration for
Market Regulation has not yet issued its formal response to the
Company in this regard. Further announcement(s) will be made
if and when appropriate in respect of the condition set out in

paragraph (v) above.

In respect of the condition set out in paragraph (x) above, as
at the Latest Practicable Date, each of Anhui Transportation
Holding Group and the Company is not aware of any other
approval and/or filings which are required to be obtained by it

in respect of the Proposed Acquisition.

There is no long stop date under the Acquisition Agreement
in respect of the fulfilment and/or waiver of the conditions
precedent. The parties will however endeavor to take necessary
steps to procure the fulfillment of the conditions precedent and

proceed with completion of the Proposed Acquisition.

The Supplemental Agreement shall become effective upon the

Acquisition Agreement becoming effective.

—12 -
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Completion:

Post-Completion
Adjustment and other

undertakings:

The parties agreed that:

(a)  within 15 business days after the notification by the
Company to Anhui Transportation Holding Group of
the fulfilment of the above conditions precedent, the
parties shall execute all documents which are necessary
for the transfer of the Target Assets to the Company.
Completion of the Proposed Acquisition shall take
place upon the completion of the change in industry
and commerce registration in respect of 100% equity

interests in the Target Company;

(b)  within 30 business days after the completion of the
Proposed Acquisition, the Company shall complete the
issue and allotment of the Consideration Shares to Anhui

Transportation Holding Group; and

(c)  within 30 business days after the completion of the
Proposed Acquisition, the Company shall pay the Cash

Consideration to Anhui Transportation Holding Group.

The parties agree that within 60 business days after the
completion of the Proposed Acquisition, an auditor will be
appointed to review the net asset value of the Target Company
as at the nearest month end to the date of the Completion. In
the event that the consolidated net asset value of the Target
Company as at the nearest month end to the date of Completion
decreases when compared to the consolidated net asset value
as at the Valuation Benchmark Date, Anhui Transportation

Holding Group shall pay the shortfall to the Company in cash.

In addition, the Target Company shall not make any
distribution during the period from the Valuation Benchmark
Date up to (and including) to the date of completion of the
Proposed Acquisition unless the prior written consent of the

Company is obtained.

13-
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Termination:

Compensation Agreement

The Acquisition Agreement shall be terminated in the

following circumstances:

(1)

(i1)

(ii)

(iv)

if the parties mutually agree to terminate the Acquisition
Agreement in writing prior to the date of completion of

the Proposed Acquisition;

if the Proposed Acquisition becomes unable to be

implemented due to occurrence of force majeure events;

if any of the conditions precedent to the effectiveness of

the Acquisition Agreement is not satisfied; or

upon notice by a non-defaulting party to a defaulting
party, if the defaulting party commits a material breach
of the terms of the Acquisition Agreement or applicable
laws and/or regulations, which makes the performance

and completion of the Acquisition Agreement impossible.

On 20 June 2023, the Company and Anhui Transportation Holding Group entered into

the Compensation Agreement, pursuant to which, Anhui Transportation Holding Group

undertakes to provide performance guarantees and related compensation in respect of the

Target Assets.

The compensation arrangement under the Compensation Agreement is made pursuant to the

requirements of the Administrative Measures for Material Asset Restructuring and other

relevant PRC laws and regulations, since the appraised values of the Target Assets in the Asset

Valuation Report were determined based on the income approach.
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The principal terms of the Compensation Agreement are as follows:

Date:

Parties:

Performance

Compensation Assets:

Performance

Compensation Period:

20 June 2023

(1)  the Company; and

(2)  Anhui Transportation Holding Group.

According to the Asset Valuation Report, the appraised values
of the Target Assets, being the Performance Compensation
Assets, were determined based on the income approach with
reference to the discounted cash flow method which involves
projection of future cash flow attributable to such Performance
Compensation Assets from 1 January 2023 to 27 December
2039 (being the end date of the concession right of the Liuwu
Expressway owned by the Target Company).

Pursuant to the requirements of the Administrative Measures
for Material Asset Restructuring and other relevant PRC
laws and regulations, Anhui Transportation Holding Group
undertakes to provide performance guarantees and related
compensation in respect of the Performance Compensation
Assets based on the future estimated profit attributable to such
Performance Compensation Assets in the Asset Valuation

Report.

The Performance Compensation Period shall be three
consecutive financial years commencing from (and including)

the year in which the Completion takes place.

Accordingly, if the Proposed Acquisition is completed
during the year ending 31 December 2023, the Performance
Compensation Period shall be the years of 2023, 2024 and
2025. On the other hand, if the Proposed Acquisition is
completed during the year ending 31 December 2024, the
Performance Compensation Period shall be the years of 2024,
2025 and 2026.

_ 15—
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Compensation

arrangements:

Compensation for performance guarantees

Anhui Transportation Holding Group undertakes that the future
realised net profit of Performance Compensation Assets during
each year of the Performance Compensation Period shall not be
lower than the respective estimated net profit for that relevant
year as set out in the Asset Valuation Report, the details of

which are set out below:

@) if the Proposed Acquisition is completed during the year
ending 31 December 2023, the net profit of the Target
Company shall not be lower than RMB224,993,000 for
the year of 2023, RMB212,843,300 for the year of 2024
and RMB222,480,400 for the year of 2025 respectively;

and

(i1)  if the Proposed Acquisition is completed during the year
ending 31 December 2024, the net profit of the Target
Company shall not be lower than RMB212,843,300 for
the year of 2024, RMB222,480,400 for the year of 2025
and RMB226,196,600 for the year of 2026 respectively,

where “net profit” for such purposes shall be the lower of (i)
audited net profit attributable to owners of the Target Company
before deducting non-recurring gain or loss or (ii) audited
net profit attributable to owners of the Target Company after

deducting non-recurring gain or loss for the relevant year.

Upon the expiry of each financial year during the Performance
Compensation Period, the Company shall select and engage
a qualified accounting firm to conduct audit on the Target

Company and issue a specific audit opinion.
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If the aggregate audited net profit of the Performance
Compensation Assets as of the end of a financial year is lower
than the aggregate guaranteed amount as set out above as of the
end of that financial year, Anhui Transportation Holding Group
shall compensate the Company for an amount to be calculated

in accordance with the formula below:

A =229
D

E-F

where:

A = amount of performance compensation payable by Anhui
Transportation Holding Group to the Company for such

financial year

B = the aggregate guaranteed amount of net profit of the Target

Company as of the end of such financial year

C = the aggregate amount of actual net profit of the Target

Company realised as of the end of such financial year

D = total guaranteed amount of net profit of the Target
Company for the Performance Compensation Period, being
RMB660,316,700 (in the event that the Proposed Acquisition
is completed during the year ending 31 December 2023) or
RMB661,520,300 (in the event that the Proposed Acquisition is
completed during the year ending 31 December 2024)

E = the Total Consideration

F = the aggregate amount of performance compensation
previously paid by Anhui Transportation Holding Group to the
Company (if any)

For the avoidance of doubt, where the amount of performance
compensation payable by Anhui Transportation Holding Group
for a financial year is a negative amount (i.e. A<0), no refund
of the compensation previously paid by Anhui Transportation
Holding Group to the Company (if any) will be made to Anhui
Transportation Holding Group.
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Compensation for impairment

Upon the expiry of the Performance Compensation Period, the
Company shall select and engage a qualified accounting firm
to carry out impairment test on the Performance Compensation

Assets and issue a corresponding impairment test report.

If the amount of impairment of the Performance Compensation
Assets as at the end of the Performance Compensation Period
is larger than the total amount of performance compensation
paid by Anhui Transportation Holding Group to the Company
during the Performance Compensation Period (if any), Anhui
Transportation Holding Group shall compensate the Company
for an amount to be calculated in accordance with the formula

below:

G=H-1

where:

G = amount of impairment compensation payable by Anhui

Transportation Holding Group to the Company

H = the amount of impairment of the Performance
Compensation Assets as at the end of the Performance
Compensation Period, which shall be (i) the Total
Consideration deducted by (ii) the appraised value of the
Performance Compensation Assets as at the end of the
Performance Compensation Period. The impact of any ex-rights
or ex-dividends event of the Target Company (including but
not limited to capital increase, capital reduction, the acceptance
of gift, profit distribution, bonus issue or conversion of share
premium into share capital) shall also be excluded in the
calculation of the amount of impairment of the Performance

Compensation Assets.
I = total amount of performance compensation paid by Anhui

Transportation Holding Group to the Company during the

Performance Compensation Period (if any)
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Settlement of any
compensation payable
by Anhui
Transportation

Holding Group:

For the avoidance of doubt, where the amount of impairment
compensation payable by Anhui Transportation Holding Group
is a negative amount (i.e. G<0), no refund of the compensation
previously paid by Anhui Transportation Holding Group to
the Company (if any) will be made to Anhui Transportation

Holding Group.

Compensation Shares

In the event that any performance compensation or impairment
compensation is payable by Anhui Transportation Holding
Group to the Company, such compensation payable shall first
be settled by way of return of the Consideration Shares to the

Company.

The number of Consideration Shares to be returned (the
“Compensation Shares”) shall be determined in accordance

with the following formula:

where:

J = number of Compensation Shares, provided that any

fractional share shall be rounded up to the nearest whole share

K = amount of performance compensation for the relevant
financial year or impairment compensation (as the case may
be) payable by Anhui Transportation Holding Group to the
Company

L = the final issue price per Consideration Share

For the avoidance of doubt, where the number of Compensation
Shares is a negative amount (i.e. J<0), no return of the
Compensation Shares previously returned by Anhui
Transportation Holding Group to the Company (if any) will be

made to Anhui Transportation Holding Group.
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In the event that during the Performance Compensation Period,
the Company has conducted bonus issues or conversion of
share premium into share capital, the number of Compensation

Shares shall be adjusted in accordance with the formula below:

M=Jx(l+N)

where:

M = the adjusted number of Compensation Shares

J = the number of Compensation Shares before taking into
account such bonus issues or conversion of share premium into

share capital, as determined under the formula set out above

N = the ratio of such bonus issues or conversion of share

premium into share capital

In addition, Anhui Transportation Holding Group shall return
to the Company any cash dividend made on the Compensation
Shares during the relevant financial year in the Performance

Compensation Period.

The aggregate amount of Compensation Shares to be
returned by Anhui Transportation Holding Group under the
Compensation Agreement shall not exceed the sum of (i) the
amount of Consideration Shares allotted and issued to Anhui
Transportation Holding Group and (ii) any bonus shares or
share issued to Anhui Transportation Holding Group as a
result of conversion of share premium into share capital by the

Company in respect of the Consideration Shares.
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The Compensation Shares to be returned to the Company
shall be bought back by the Company at the consideration
of RMB1.00 and cancelled thereafter. In the event of such
buy-back and cancellation of the Compensation Shares by
the Company, the Company shall comply with all relevant
requirements under the Articles of Association and the
applicable laws and regulations including the Listing Rules, the
Takeovers Code, the Hong Kong Code on Share Buy-backs and
the PRC laws and regulations.

Cash Compensation

In the event that the Consideration Shares is insufficient to
settle the compensation payable to the Company under the
Compensation Agreement, Anhui Transportation Holding
Group shall pay such shortfall in cash. The cash amount to be
paid to the Company shall be determined in accordance with

the formula below:

O=P-(QxR)

where:

O = amount of cash compensation payable by Anhui

Transportation Holding Group

P = amount of performance compensation for the relevant
financial year or impairment compensation (as the case may
be) payable by Anhui Transportation Holding Group to the
Company

Q = the number of Compensation Shares to be returned in
respect of the performance compensation for the relevant
financial year or impairment compensation (as the case may
be) payable by Anhui Transportation Holding Group to the
Company

R = the final issue price per Consideration Share
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Maximum amount of

compensation:

Other undertaking:

Effectiveness of the
Compensation

Agreement:

Amendment and
termination of
the Compensation

Agreement:

Such cash compensation shall be paid by Anhui Transportation
Holding Group to the Company within 30 business days after
the date of approval by the Shareholders of the buy-back
of the Compensation Shares in respect of the performance
compensation for the relevant financial year or impairment

compensation (as the case may be).

The parties agree that the maximum amount of compensation
to be made by Anhui Transportation Holding Group to the
Company under the Compensation Agreement shall not exceed
the Total Consideration of the Proposed Acquisition (being
RMB3,666,003,900).

In order to ensure that the compensation arrangements
under the Compensation Agreement can be implemented,
Anhui Transportation Holding Group has undertaken that,
other than any arrangements to give effect to the lock-up
undertakings given by it under the Acquisition Agreement,
Anhui Transportation Holding Group shall not create any
encumbrances, third party rights or other rights which may
adversely affect the implementation of the compensation
arrangement under the Compensation Agreement over
the Consideration Shares (or any shares derived from the
Consideration Shares as a result of bonus issue or conversion

of share premium into share capital by the Company).

The Compensation Agreement shall become effective upon the

Acquisition Agreement becoming effective.

If any terms under the Acquisition Agreement which relates
to the Compensation Agreement is amended, the terms of
the Compensation Agreement shall be deemed to have been

correspondingly amended.
The Compensation Agreement shall be automatically

terminated if the Acquisition Agreement is terminated for any

reason.

—22 -



LETTER FROM THE BOARD

The Company will comply with the applicable disclosure requirements under Rule 14A.63 of
the Listing Rules in the event that any performance guarantee as set out in the Compensation

Agreement is not met.

Comparison of value of the Original Issue Price over the historical H Share prices

The Original Issue Price of RMB7.19 per Consideration Share represented:

(a)  a premium of approximately 2.7% over the closing price of HK$7.91 per H Share as
quoted on the Stock Exchange on 31 March 2023, being the last trading day prior to

the Agreement of Intent Announcement;

(b)  a premium of approximately 4.4% over the average closing price of HK$7.78 per H
Share* based on the daily closing prices as quoted on the Stock Exchange for the 20

consecutive trading days immediately prior to and including the Last Trading Day;

(¢)  apremium of approximately 8.9% over the average closing price of HK$7.46 per H
Share* based on the daily closing prices as quoted on the Stock Exchange for the 60

consecutive trading days immediately prior to and including the Last Trading Day;

(d)  a premium of approximately 22.5% over the average closing price of HK$6.63 per H
Share* based on the daily closing prices as quoted on the Stock Exchange for the 120
consecutive trading days immediately prior to and including the Last Trading Day;

and

(e)  apremium of approximately 13.2% over the closing price of HK$7.18 per H Share* as
quoted on the Stock Exchange on the Latest Practicable Date.

*  Exchange rate of RMB: HKS at 1.13, being the average exchange rate from [ January 2023 to 30
June 2023 quoted from the People’s Bank of China, was adopted in the calculation of the pricing
comparison
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Comparison of value of the Original Issue Price over the historical A Share prices

The Original Issue Price of RMB7.19 per Consideration Share represented

(a)

(b)

(c)

(d)

©)

a discount of approximately 19.5% to the closing price of RMB8.93 per A Share as
quoted on the Shanghai Stock Exchange on 31 March 2023, being the last trading day

prior to the Agreement of Intent Announcement;

a discount of approximately 19.0% to the average closing price of RMBS8.88 per A
Share” based on the daily closing prices as quoted on the Shanghai Stock Exchange for
the 20 consecutive trading days immediately prior to and including the Last Trading

Day;

a discount of approximately 13.4% to the average closing price of RMBS8.3 per A
Share” based on the daily closing prices as quoted on the Shanghai Stock Exchange for
the 60 consecutive trading days immediately prior to and including the Last Trading

Day;

a discount of approximately 6.1% to the average closing price of RMB7.66 per A
Share” based on the daily closing prices as quoted on the Shanghai Stock Exchange
for the 120 consecutive trading days immediately prior to and including the Last

Trading Day; and

a discount of approximately 22.0% to the closing price of RMB9.22 per A Share as
quoted on the Shanghai Stock Exchange on the Latest Practicable Date.

Volume weighted average price as extracted from the announcement of the Company on the
Shanghai Stock Exchange dated 18 April 2023 in relation to the Proposed Acquisition and the
Proposed Non-Public Issuance of A Shares. Trading of the A Shares on the Shanghai Stock
Exchange were suspended from 3 April 2023 to 17 April 2023 in connection with the Proposed
Acquisition and the Proposed Non-Public Issuance of A Shares.

Comparison of value of the Adjusted Issue Price over the historical H Share prices

The Adjusted Issue Price of RMB6.64 per Consideration Share represented:

(a)

(b)

a discount of approximately 5.1% to the closing price of HK$7.91 per H Share* as
quoted on the Stock Exchange on 31 March 2023, being the last trading day prior to

the Agreement of Intent Announcement;

a premium of approximately 2.8% over the closing price on an ex-dividend basis of
HK$7.30 per H Share™ as quoted on the Stock Exchange on 31 March 2023, being the

last trading day prior to the Agreement of Intent Announcement;
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©

(d)

©)

()

(2)

(h)

()

@

a discount of approximately 3.6% to the average closing price of HK$7.78 per H
Share* based on the daily closing prices as quoted on the Stock Exchange for the 20

consecutive trading days immediately prior to and including the Last Trading Day;

a premium of approximately 4.6% over the average closing price on an ex-dividend
basis of HK$7.17 per H Share™ based on the daily closing prices as quoted on the
Stock Exchange for the 20 consecutive trading days immediately prior to and including

the Last Trading Day;

a premium of approximately 0.6% over the average closing price of HK$7.46 per H
Share* based on the daily closing prices as quoted on the Stock Exchange for the 60

consecutive trading days immediately prior to and including the Last Trading Day;

a premium of approximately 9.4% over the average closing price on an ex-dividend
basis of HK$6.86 per H Share™ based on the daily closing prices as quoted on the
Stock Exchange for the 60 consecutive trading days immediately prior to and including

the Last Trading Day;

a premium of approximately 13.2% over the average closing price of HK$6.63 per H
Share* based on the daily closing prices as quoted on the Stock Exchange for the 120

consecutive trading days immediately prior to and including the Last Trading Day;

a premium of approximately 24.6% over the average closing price on an ex-dividend
basis of HK$6.02 per H Share** based on the daily closing prices as quoted on
the Stock Exchange for the 120 consecutive trading days immediately prior to and

including the Last Trading Day;

a premium of approximately 4.5% over the closing price of HK$7.18 per H Share* as
quoted on the Stock Exchange on the Latest Practicable Date; and

a premium of approximately 14.2% over the closing price of HK$6.57 per H Share™
on an ex-dividend basis as quoted on the Stock Exchange on the Latest Practicable
Date.

Exchange rate of RMB: HK$ at 1.13, being the average exchange rate from 1 January 2023 to 30
June 2023 quoted from the People’s Bank of China, was adopted in the calculation of the pricing
comparison.

Presented on an ex-dividend basis by deducting the final dividend for the year ended 31 December
2022 of RMBO0.55 per Share (equivalent to HK$0.6065 per share based on the average closing
RMB/HKS exchange rate of the People’s Bank of China for the five business days prior to the date
of declaration of payment of dividend) approved by the Shareholders.
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Comparison of value of the Adjusted Issue Price over historical A Share prices

The Adjusted Issue Price of RMB6.64 per Consideration Share represented:

(a)

(b)

(©

(d)

(e)

®

(2)

(h)

a discount of approximately 25.6% to the closing price of RMB8.93 per A Share as
quoted on the Shanghai Stock Exchange on 31 March 2023, being the last trading day

prior to the Agreement of Intent Announcement;

a discount of approximately 20.8% to the closing price on an ex-dividend basis of
RMBS8.38 per A Share” as quoted on the Shanghai Stock Exchange on 31 March 2023,

being the last trading day prior to the Agreement of Intent Announcement;

a discount of approximately 25.2% to the average closing price of RMB8.88 per A
Share” based on the daily closing prices as quoted on the Shanghai Stock Exchange for
the 20 consecutive trading days immediately prior to and including the Last Trading

Day;

a discount of approximately 20.3% to the average closing price on an ex-dividend
basis of RMBS8.33 per A Share™ based on the daily closing prices as quoted on the
Shanghai Stock Exchange for the 20 consecutive trading days immediately prior to

and including the Last Trading Day;

a discount of approximately 20.0% to the average closing price of RMBS8.3 per A
Share” based on the daily closing prices as quoted on the Shanghai Stock Exchange for
the 60 consecutive trading days immediately prior to and including the Last Trading

Day;

a discount of approximately 14.3% to the average closing price on an ex-dividend
basis of RMB7.75 per A Share™ based on the daily closing prices as quoted on the
Shanghai Stock Exchange for the 60 consecutive trading days immediately prior to

and including the Last Trading Day;

a discount of approximately 13.3% to the average closing price of RMB7.66 per A
Share” based on the daily closing prices as quoted on the Shanghai Stock Exchange
for the 120 consecutive trading days immediately prior to and including the Last

Trading Day;

a discount of approximately 6.6% to the average closing price on an ex-dividend
basis of RMB7.11 per A Share™ based on the daily closing prices as quoted on the
Shanghai Stock Exchange for the 120 consecutive trading days immediately prior to

and including the Last Trading Day;
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(1) a discount of approximately 28.0% to the closing price of RMB9.22 per A Share as
quoted on the Shanghai Stock Exchange on the Latest Practicable Date; and

) a discount of approximately 23.4% to the closing price of RMB8.67 per A Share*
on an ex-dividend basis as quoted on the Shanghai Stock Exchange on the Latest

Practicable Date.

AN Volume weighted average price as extracted from the announcement of the Company on the
Shanghai Stock Exchange dated 18 April 2023 in relation to the Proposed Acquisition and the
Proposed Non-Public Issuance of A Share. Trading of the A Shares on the Shanghai Stock Exchange
were suspended from 3 April 2023 to 17 April 2023 in connection with the Proposed Acquisition
and the Proposed Non-Public Issuance of A Shares.

# Presented on an ex-dividend basis by deducting the tinal dividend for the year ended 31 December
2022 of RMBO0.55 per Share (equivalent to HK$0.6065 per share based on the average closing
RMB/HKS exchange rate of the People’s Bank of China for the five business days prior to the date
of declaration of payment of dividend) approved by the Shareholders.

Profit Forecasts

As set out in the Update Announcement, as the appraised values of the Target Assets were
determined primarily based on the income approach, which involved the calculation of
discounted future estimated cash flows, the aforementioned valuation of the Target Assets
and the appraised value of the Target Assets based on the income approach constitute profit
forecasts (the “Target Company Profit Forecasts”) under Rule 14.61 of the Listing Rules
and Rules 10 and 11.1(a) of the Takeovers Code, and the Company is required to comply
with Rules 14.62 and 14A.68(7) of the Listing Rules and Rules 10 and 11 of the Takeovers
Code.

For the purpose of complying with the requirements under Rules 14.62 and 14A.68(7) of
the Listing Rules and Rules 10 and 11 of the Takeovers Code, the Target Company Profit
Forecasts have been reported on in accordance with the Listing Rules and the Takeovers
Code by BOCOM International (Asia) Limited, the Financial Adviser, confirming that
the Target Company Profit Forecasts have been made by the Directors after due care and
consideration, and Ernst & Young, the auditor of the Company, reviewing the calculations
of the discounted future estimated cash flows used in connection with the Target Company
Profit Forecasts. Such reports from the Financial Adviser and Ernst & Young in respect of
the Target Company Profit Forecasts have been set out in the Update Announcement and

reproduced in this circular under Appendices VII and VIII respectively.

The principal assumptions upon which the valuation of the Target Assets was based are set

out below:
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Basic assumptions

(a)

(b)

©

Transaction assumption. The transaction assumption is that all assets to be appraised
are already the subject of a transaction, and China United will make estimation based
on a simulated market according to (among others) the transaction conditions of assets
to be appraised. Transaction assumption is a fundamental premise for asset valuation

to be carried out.

Open market assumption. The open market assumption is that the parties to a
transaction are on an equal footing with each other and have access to sufficient
market information and time to make a rational judgment on the function and use of
the assets and their transaction price. The open market assumption is based on the

assumption that assets may be publicly traded in the market.

Going concern assumption. The going-concern assumption refers to such an assumption
that, the subject assets will continue to be used as per its current purpose and the
manner, scale, frequency and environment of use, or continue to be used on the basis
of certain change therein, and China United determines the method, parameters and

basis for appraisal accordingly.

Specific assumptions

(a)

(b)

©

(d)

©)

There will be no significant changes in the current macro-economic situation and

financial and industrial policies in the PRC.

There are no significant changes in the socio-economic environment in which the
Target Company operates, and there are no significant changes in the policies on
taxation, tax rates, and adjustment of taxable income implemented in the future

operation period.

The management of the Target Company will perform its duty conscientiously in the
future operating period and continue to maintain the existing business management

model as at the Valuation Benchmark Date.

In view of the frequent changes or significant changes in the production and operation
process of the enterprise’s monetary funds or its bank deposits, interest income
generated from the deposits and other uncertain gains and losses (such as exchange

gains or losses) were not considered in the valuation.
This valuation assumes that the underlying information and financial information

provided by the Company, Anhui Transportation Holding Group and the Target

Company are true, accurate and complete.
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(®

(2)

(h)

()

@

(k)

@

(m)

(n)

(0)

)

This valuation assumes that the operational assets and operational liabilities as set
out in the financial information of the Target Company is complete, and the operating
results as set out in the financial information of the Target Company is correct and

accurate.

The scope of the valuation is based on the valuation return provided by the Target
Company. Contingent assets and contingent liabilities that may exist outside the list

provided by the Target Company have not been considered.

The parameters measured in this valuation have not taken into account the impact of

inflation.

There are no force majeure and unforeseen factors that would have a material adverse

impact on the Target Company.

It is assumed that the cash inflow from the income obtained by the Target Company
subsequent to the Valuation Benchmark Date inflow evenly and cash outflow of the

Target Company subsequent to the Valuation Benchmark Date outflow evenly.

This valuation assumed that there are no material changes in the transportation
industry policies, pricing principles and market conditions during the concession

period of the Liuwu Expressway.

This valuation assumed the discount policy for ETC users (which are provided by all

expressways within the Anhui province) will continue.

During the forecast period, the effective charging rate for passenger cars utilising the
Liuwu Expressway is 95.5% and effective charging rate for trucks utilising the Liuwu

Expressway is 91%.

The office premises currently leased by the Liuwu Expressway are continuously leased

for use.

This valuation assumed that there is no unforeseen material expansion or
reconstruction of the connecting highways of Liuwu Expressway during the concession
period, and there are no factors leading to material diversion impact from the Liuwu
Expressway (such as any unforeseen new construction of expressway outside of the

current planning by the PRC government).

This valuation assumed that there is no unforeseen material capital expenditure as a

result of any material expansion or reconstruction.
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China United has confirmed that nothing has come to its attention that the abovementioned
assumptions will prove to be incorrect or invalid in respect of the Target Company. In
addition, as the Valuation Benchmark Date is more than 3 months from the Latest Practicable
Date, China United has issued a letter of confirmation confirming that there was no material
change in the appraised value of the Target Assets as at 30 April 2023 as compared to that
set out in the Asset Valuation Report. The letter of confirmation issued by China United is
set out in Appendix VI of this circular. The letter from the Financial Adviser in respect of the

qualification of China United is set out in Appendix VII to this circular.

In respect of the assumption as set out in paragraph (k) above, as at the Latest Practicable
Date, the Company is not aware of any material change in the transportation industry policies

and pricing principles that would affect the operations of the Target Company.

In respect of the assumption as set out in paragraph (m) above, pursuant to the “Notice on
Promoting the Development and Application of Expressway ETC” (B A K s ¥ 8 = 4k
I ETC 5 MEH TAER%N)), with effect from 1 July 2019, vehicles using electronic
payment cards will be entitled to 5% discount on toll on expressways within the Anhui
province. Furthermore, pursuant to the “Implementation Plan of Preferential Toll Rate in
Anhui Province” (CEBUA w2 16 22 BLAL UG E B /7 %2)), trucks with Anhui electronic
payment cards will be entitled to 15% discount on toll rate from 1 January 2021 to 31
December 2023. Therefore, the effective charging rate for passenger cars and trucks utilising
the Liuwu Expressway will be affected by the percentage of users utilising electronic
payment cards. Given the nationwide effort to promote the usage of electronic payment cards
in the PRC since 2019, the usage of electronic payment cards have significantly increased. It
is also expected that the usage of electronic payment cards will further increase in the future
given the increase in functions of electronic payment cards, although at a less significant
rate. Therefore, taking into account the expected rate of usage of electronic payment cards
and assuming such discount policy for electronic payment cards will continue, the Board

considers that the assumption as set out in paragraph (m) above is fair and reasonable.
Information on the Target Company

As at the Latest Practicable Date, the Target Company is a wholly-owned subsidiary of
Anhui Transportation Holding Group. The audited total asset value and net asset value of
the Target Company (i) as at 31 December 2022 prepared under the Hong Kong Financial
Reporting Standards were RMB2,762.23 million and RMB2,737.51 million respectively; and
(ii) as at 28 February 2023 prepared under the Hong Kong Financial Reporting Standards
were RMB2,807.79 million and RMB2,785.27 million respectively.
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Upon completion of the Proposed Acquisition, the Target Company will become a wholly-
owned subsidiary of the Company and the financial information of the Target Company will

be consolidated into the consolidated financial statements of the Group.

The Target Company is a limited liability company established in the PRC on 15 December
2022. The Target Company is principally engaged in the investment, operation and
management of the Liuwu Expressway in Anhui Province in the PRC. The assets and
liabilities of Liuwu Expressway (including its toll collection rights, but excluding the
service areas and the gas stations along the Liuwu Expressway) were transferred to the
Target Company by the Anhui Transportation Holding Group pursuant to a gratuitous
transfer (“Business Transfer”). Such gratuitous transfer was made with reference to a
benchmark date of 30 September 2022, after which any profit or loss generated by the Liuwu
Expressway shall be borne by the Target Company. As at the Latest Practicable Date, such
gratuitous transfer from the Anhui Transportation Holding Group to the Target Company has

been completed.

The audited financial information of the Target Company for the two financial years
ended 31 December 2021 and 2022, prepared in accordance with the Hong Kong Financial

Reporting Standards, were as follows:

For the year For the year

ended 31 ended 31

December 2021  December 2022

(audited) (audited)

RMB million RMB million

Net profit before taxation 344.83 289.76
Net profit after taxation 258.62 217.31

The Target Company currently owns the concession rights of the Liuwu Expressway. Liuwu
Expressway opened on 28 December 2009. It starts from Dagudian (KB JE) of Yeji District,
Liv’an City (NZTH#E4E ), joining the Heliuye Expressway (5753 & 20 %), passing
through several towns of Yaoli Town (¥5Z*#4) in Yeji District, Liuw’an City (/N i 3£ 4E %),
as well as Baitafan (F93&W%), Meishan (#111), Huaishuwan (#48), Gubei (), Nanxi
(M%) and Banzhuyuan (BE47T[H) in Jinzhai County (4%%€%%) from northeast to southwest,
and ending at Changling pass (}24i ) at the junction of Anhui and Hubei provinces. The
Liuwu Expressway connects to the Hubei section of the Liuan-Wuhan Expressway (/8%
Z R = AN B AL BY). The total chargeable mileage of the Liuwu Expressway is 92.7

kilometers. Liuwu Expressway is designed as a two-way four-lane expressway.
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The Liuwu Expressway is an important part of the Shanghai-Chengdu Expressway (I8 %% =
M\ B). The Shanghai-Chengdu Expressway connects the eastern part to the western part
of China, starting from Shanghai and extending to Chengdu, Sichuan through the Jiangsu,
Anhui, Hubei provinces and Chongqing, many of which are cities which are ranked top 10
in terms of GDP in China. The Liuwu Expressway, as an important part of the Shanghai-
Chengdu Expressway, plays a pivotal role in the strengthening of the integration of the
regional transportation, improvement and upgrading of the expansion of the neighbouring

cities, and the improvement of the regional socio-economic development.

For reference, a map showing the location of the Liuwu Expressway is depicted below:
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Further information of the Liuwu Expressway is set out below:

Total chargeable mileage: 92.7 kilometres

Design Speed: 100 kilometre/hour
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Concession Period: 28 December 2009 to 27 December 2039

Toll Rates: please refer to the tables below.

Passenger vehicle

Authorised Toll rate

Category Vehicle type seat capacity (RMB/kilometre)

Category 1 Micro and small 9 or less 0.45

Category 2 Medium 10 to 19 0.80

Passenger trailer -

Category 3 Large 39 or less 1.10

Category 4 40 or more 1.30
Goods vehicles and specialised vehicles

Toll rate

Category Vehicle classification (JT/T489-2019) (RMB/kilometre)

Category 1 2 axles with vehicle length less than 6,000mm 0.45

and maximum permissible gross vehicle
mass less than 4,500kg

Category 2 2 axles, with vehicle length not less than 6,000 0.90
mm or maximum permissible gross vehicle

mass not less than 4,500kg

Category 3 3 axles 1.35
Category 4 4 axles 1.70
Category 5 5 axles 1.85
Category 6 6 axles 2.20

For trucks with more than six axles: based on the charging standard for Category 6 trucks,

for each additional axle, the charging standard is determined by a factor of 1.1.

For trucks with 10 axles and above, the toll rate shall be calculated in accordance with the

toll rate for goods vehicle with 10 axles.
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Additional toll rate for large bridges and tunnels

Category

Category 1

Category 2

Category 3
Category 4
Category 5
Category 6

Vehicle classification (JT/T489-2019)

Authorised seat

Private vehicle

Micro and small

Medium

Passenger car

Large

capacity Goods vehicle

9 or less 2 axles with vehicle

length less

than 6,000mm
and maximum
permissible gross
mass less than
4,500kg

10 to 19 2 axles, with

vehicle length not
less than 6,000
mm Oor maximum
permissible gross
mass not less
than 4,500kg

39 or less 3 axles
40 or more 4 axles
- 5 axles
- 6 axles

Toll rate
(RMB/vehicle)

10

15

20
25
30
30

For the toll rate for goods vehicle of category 5 or above, the additional toll rate shall be

calculated in accordance with the toll rate for category 5 vehicles.

The toll rates of the Liuwu Expressway are subject to the approval of provincial people’s

government of the PRC. The toll rates of the Liuwu Expressway are primarily based on

the classification of vehicles by reference to the number of seats (in the case of passenger

vehicles) and number of axles (in the case of goods vehicles).

Please refer to Appendix II to this circular for the accountants’ report on the Target Company
for the three financial years ended 31 December 2020, 2021 and 2022 and the two months

ended 28 February 2023, and Appendix IX for a summary of the traffic study report in

respect of the Liuwu Expressway issued by the PRC Qualified Traffic Consultant.
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Qualification of the PRC Qualified Traffic Consultant

The PRC Qualified Traffic Consultant was established in 1984 and was co-invested and
founded by CCCC Highway Consultants Co., Ltd* (382 i M #1 5% 51 Be A FR 2 )
(formerly known as Ministry of Transport Highway Research Institute) and Louis Berger
Group, Inc.. It was the first Sino-foreign joint venture engaging in scientific research and
technical services in Beijing, with business presence across the PRC. The PRC Qualified
Traffic Consultant possesses qualifications such as Class A Qualification for Engineering
Consultation (in highway field, PPP consultation projects), Class A Qualification for
Highway Design, Class A Qualification for Engineering Survey (General Category), and has
passed ISO 9001 Series Quality Management System Certification, ISO 14001 Environmental
Management System and OHSAS18001 Occupational Health and Safety Management System
Certification and has established a management system covering quality, environment,

occupational health and security management covering all business scope.

The PRC Qualified Traffic Consultant has many years of experiences acting as traffic
consultant, and is led by Mr. Pan Guoqing of the PRC Qualified Traffic Consultant who
specialises in traffic planning, traffic volume projection and economic evaluation and
had participated in over 20 traffic consulting projects in traffic volume and toll revenue
projection in the PRC. The PRC Qualified Traffic Consultant has also completed over 15
traffic consulting projects including experiences in traffic volume and toll revenue projection

in the past three years.

Taking into account the above qualification and experiences of the PRC Qualified Traffic
Consultant, the Directors believe that the PRC Qualified Traffic Consultant is suitable and
competent for the purposes of preparing the traffic study report in respect of the Anhui

section of the Liuwu Expressway.
Basis of preparation of the traffic study report

The Directors note that the traffic study report in respect of the Anhui section of the
Liuwu Expressway is prepared by the PRC Qualified Traffic Consultant using the four-
stage approach taking into account (amongst others) the historical traffic volume data in
the region nearby to the Anhui section of the Liuwu Expressway, the projected socio-
economic environment in the relevant region and the transportation infrastructure planning
in the relevant region as announced by the relevant PRC local governments. In respect
of the adoption of the four-stage approach, forecast approaches of traffic volume of
expressway generally include quantitative approach, qualitative approach and a combination
of quantitative and qualitative approach, and the four-stage approach is a combination

of quantitative and qualitative approach. The Directors, having consulted with the PRC
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Qualified Traffic Consultant, consider that the four-stage approach is an appropriate method
for the preparation of the traffic volume forecast for the Liuwu Expressway as (i) the four-
stage approach is commonly adopted for traffic volume forecasts within and outside of the
PRC; (ii) the four-stage approach is a relatively well-developed forecast approach and is
comprehensive in that both qualitative and quantitative factors will be taking into account
in the preparation of the traffic volume forecast and (iii) the adoption of the four-stage
approach is consistent with the guidance under the Codes for Compilation of Feasibility
Study Report on Highway Construction Projects (Jiao Gui Hua Fa [2010] No. 178) of the
PRC, which states that traffic volume forecasts of road assets should generally adopt a four-
stage approach based on an origin-destination matrix. In addition, as advised by the PRC
Qualified Traffic Consultant, similar bases and assumptions and the four-stage approach have
been employed in traffic study report of similar nature within the PRC, and accordingly, the
Directors are satisfied that the basis and assumptions used in the preparation of the traffic

study report in respect of the Anhui section of the Liuwu Expressway are fair and reasonable.

Information on the parties to the Proposed Acquisition

Information on the Company

The Company is a joint stock limited company established in the PRC on 15 August 1996,
the H Shares of which are listed on the Main Board of the Hong Kong Stock Exchange, and
the A Shares of which are listed on the Shanghai Stock Exchange in the PRC. The Company
is principally engaged in the holding, investment, construction, development, operation and

management of toll expressways and highways within Anhui Province.

Information on Anhui Transportation Holding Group

Anhui Transportation Holding Group is a state-owned enterprise established in the PRC on
27 April 1993 and is the controlling shareholder of the Company holding approximately
31.63% of the Company’s issued share capital as at the Latest Practicable Date. Anhui
Transportation Holding Group is principally engaged in transportation, investment and asset
management, as well as real estate and construction. Anhui Transportation Holding Group is
owned as to 100% by the State-owned Assets Supervision and Administration Commission

of Anhui Province.
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III.

PROPOSED NON-PUBLIC ISSUANCE OF A SHARES TO RAISE ANCILLARY FUNDS

On 17 April 2023, the Board has approved the Proposed Non-public Issuance of A Shares to raise
ancillary funds after completion of the Proposed Acquisition. On 20 June 2023, the Board has
approved the additional terms of the Proposed Non-public Issuance of A Shares to raise ancillary
funds after the determination of the final consideration for the Proposed Acquisition. The total
amount of ancillary funds to be raised under the Proposed Non-public Issuance of A Shares shall
be not more than RMB1,466,401,560, which does not exceed 40% of the final Total Consideration
for the Proposed Acquisition, and the number of A Shares to be issued shall not exceed 30% of the
total issued share capital of the Company prior to completion of the Proposed Acquisition and the

Proposed Non-public Issuance of A Shares.

The Proposed Non-public Issuance of A Shares is subject to the approval of the Shanghai Stock
Exchange and registration by CSRC and completion of the Proposed Acquisition, but the Proposed

Acquisition is not conditional on completion of the Proposed Non-public Issuance of A Shares.

1. Details of the Proposed Non-public Issuance of A Shares

The details of the Proposed Non-public Issuance of A Shares are set out below:

Class and par value of A Shares with a nominal value of RMB1.00 each.

Shares to be issued:

Target subscribers: The Proposed Non-public Issuance of A Shares will be carried
out by way of non-public issue of A Shares to not more than
35 specific target subscribers. Such specific target subscribers
may include, but not limited to, any securities investment
fund management company, securities firm, financial services
company, asset management company, insurance company,
other legal person or natural person investors in the PRC. Any
securities investment fund management company, securities
firm or qualified investors participating in the Proposed Non-
public Issuance of A Shares through two or more portfolio

funds will be regarded as one target subscriber.

As at the Latest Practicable Date, the Company has not entered
into any agreement with any potential subscribers in respect
of the Proposed Non-public Issuance of A Shares, nor has the
Company received any persons’ indication to participate in the

Proposed Non-public Issuance of A Shares.
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Number of A Shares to be
issued and amount of

funds to be raised:

The total amount of ancillary funds to be raised under the

Proposed Non-public Issuance of A Shares shall be not more
than RMB1,466,401,560, which does not exceed 40% of the

final Total Consideration for the Proposed Acquisition, and the

number of A Shares to be issued shall not exceed 30% of the

total issued share capital of the Company prior to completion

of the Proposed Acquisition and the Proposed Non-public

Issuance of A Shares.

The number of A Shares to be issued under the Proposed Non-

public Issuance of A Shares will be:

(1)

(i1)

calculated by dividing the total amount of ancillary
funds raised by the issue price to be determined
according to the paragraph headed “Price Determination
Date, pricing principles and issue price” (rounded down

to the nearest share); and

adjusted if there occurs any ex-right or ex-dividend
event (such as distribution of cash dividend, bonus
issue, rights issues, allotment of shares, conversion of
share premium into share capital or capitalisation issues)
between the Price Determination Date and the date of
issuance of the A Shares under the Proposed Non-public
Issuance of A Shares in accordance with the applicable

PRC laws and regulations.
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Price Determination Date,
pricing principles and

issue price:

Subject to satisfaction of the conditions precedent of the
Proposed Non-public Issuance of A Shares as further detailed
below and after completion of the Proposed Acquisition, the
Company shall determine to commence the Proposed Non-
public Issuance of A Shares taking into account the proposal
for use of proceeds and market conditions and the Offering
Period of the Proposed Non-public Issuance of A Shares shall
commence accordingly. The Proposed Non-public Issuance
of A Shares will be conducted by way of a price inquiry
process conducted in accordance with the requirements
under the Administrative Measures for the Registration of
Securities Issuance by Listed Companies ({_& /A A &% % 4%
175 A B E2)), which involves the issuance of invitation
for subscription to eligible specific target subscribers
after obtaining approval and registration documents from
the Shanghai Stock Exchange and the CSRC. The Price
Determination Date shall be the first date of the Offering

Period.

The issue price shall not be lower than the Non-public Issuance
Benchmark Price, being (i) 80% of the Average Trading Price;
or (ii) the Floor Price (being the latest audited net asset value
per Share of the Company before Price Determination Date,
subject to adjustments due to ex-rights or ex-dividends event
of the Company (such as distribution of cash dividend, bonus
issue, rights issues, allotment of shares, conversion of share
premium into share capital or capitalisation issues) during the
period between the date in respect of which the last audited
consolidated balance sheet of the Company was prepared and

the Price Determination Date), whichever is higher.
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According to the annual results announcement of the Company
for the year ended 31 December 2022 published on the
Shanghai Stock Exchange, the audited net asset per Share
attributable to the Shareholders of the Company prepared in
accordance with China Accounting Standards for Business
Enterprises, the audited net asset per Share of the Company
as at 31 December 2022 was approximately RMB6.6396
(after taking into account the final dividend for the year ended
31 December 2022 of RMBO0.55 per Share approved by the
Shareholders).

The final issue price will be determined by negotiations
between the Board and its authorized person(s) with the
authorization by the Shareholders at the EGM and the PRC
independent financial adviser (the lead underwriter) based on
the price inquiry results in accordance with the relevant PRC

laws and regulations.

The specific time of issuance of the Proposed Non-public
Issuance of A Shares shall be determined by the Company and
the PRC independent financial adviser (the lead underwriter)
taking into account the proposal for use of proceeds and market

conditions.

The Non-public Issuance Benchmark Price will be adjusted
if there occurs any ex-right or ex-dividend event (such as
distribution of cash dividend, bonus issue, rights issues,
allotment of shares, conversion of share premium into
share capital or capitalisation issues) between the Price
Determination Date and the date of issuance of the Proposed
Non-public Issuance of A Shares in accordance with the

applicable PRC laws and regulations.
All the target subscribers will subscribe for the A Shares under

the Proposed Non-public Issuance of A Shares at the same issue

price in cash.
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Conditions precedent
of the Proposed
Non-public Issuance
of A Shares:

The Proposed Non-public Issuance of A Shares is conditional

upon:

@) completion of the Proposed Acquisition;

(ii)  the approval of the Proposed Non-public Issuance of
A Shares by the Board and the Non-public Issuance
Independent Shareholders at the EGM and (if applicable)
the Class Meetings;

(iii) the approval of the Proposed Acquisition and the
Proposed Non-public Issuance of A Shares by
the competent state-owned assets supervision and

administrative authorities or its authorised entities;

(iv) the approval of the Proposed Acquisition and the
Proposed Non-public Issuance of A Shares by the
Shanghai Stock Exchange and the registration of the
Proposed Acquisition and the Proposed Non-public
Issuance of A Shares by the CSRC; and

(v)  the obtaining of any other necessary approval and/or
filings in respect of the Proposed Non-public Issuance

of A Shares from any applicable regulatory authorities.

None of the conditions above may be waived by any party to
the Proposed Non-public Issuance of A Shares and therefore,
if any of the conditions above is not satisfied, the Company
will not proceed with the Proposed Non-public Issuance of A

Shares.

The condition precedent set out in paragraph (ii) (in respect of
approval by the Board only) above has been fulfilled as at the
Latest Practicable Date.

In respect of the condition set out in paragraph (v) above, as at
the Latest Practicable Date, the Company is not aware of any
other approval and/or filings which are required to be obtained
by it in respect of the Proposed Non-public Issuance of A

Shares.
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Lock-up period:

Place of listing of the A

Shares to be issued:

All target subscribers shall not transfer the A Shares subscribed
under the Proposed Non-public Issuance of A Shares within
six months from the date of completion of the Proposed Non-
public Issuance of A Shares, provided that if any applicable
regulatory authorities of the PRC require a lock-up period of
different length to be imposed, the lock-up period shall be the

one as required by such regulatory authorities.

The lock-up undertaking shall also be applicable to any
additional A Shares received by the target subscribers in
respect of the relevant A Shares subscribed under the Proposed
Non-public Issuance of A Shares as a result of bonus issues,
conversion of share premium into share capital, capitalization
issues and/or rights issue of the Company after completion of

the Proposed Non-public Issuance of A Shares.
The A Shares to be issued under the Proposed Non-public

Issuance of A Shares will be listed and traded on the Shanghai
Stock Exchange.
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Use of proceeds: The gross proceeds to be raised from the Proposed Non-public
Issuance of A Shares will be not more than RMB1,466,401,560

and are intended to be used in the following manner:

Intended
percentage of

net proceeds

from the

Proposed

Non-public

Issuance of A

Intended Shares

allocation of allocated for

Use of proceeds proceeds such purposes
(RMB) (%)

Refinance the Cash

Consideration for the

Proposed Acquisition 549,900,585 37.50
Replenish the working capital

of the Group and repay the

debts of the Group (Note) 916,500,975 62.50

Total 1,466,401,560 100.00

Note: among the 62.50% proceeds allocated for this purpose, the
Company currently intends that not more than 10% of the
proceeds from the Proposed Non-public Issuance of A Shares
will be used for replenishing working capital of the Group.

The Proposed Acquisition is not conditional upon completion
of the Proposed Non-public Issuance of A Shares. The result of
the Proposed Non-public Issuance of A Shares shall not affect

completion of the Proposed Acquisition.
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Specific mandate to issue
A Shares:

Distribution of profit:

Rights of the A Shares

to be issued:

event of any inconsistency.

If the Proposed Non-public Issuance of A Shares does not
proceed or the actual proceeds to be raised from the Proposed
Non-public Issuance of A Shares are less than the proposed
use of proceeds, the Company will make up for the shortfall by
utilizing its internal resources or other means of financing. The
Company may make appropriate adjustments as to the order
of priority, allocation amount and methods in respect of the
proposed use of proceeds based on the net proceeds actually

raised.

The Company will issue the A Shares under the Proposed Non-
public Issuance of A Shares pursuant to the Non-public Issuance
Specific Mandate to be sought from the Non-public Issuance
Independent Shareholders at the EGM and (if applicable) the
Class Meetings.

Upon completion of the Proposed Non-public Issuance of
A Shares, the existing Shareholders and the holders of the
new A Shares to be issued under the Proposed Non-public
Issuance of A Shares will be entitled to share the Company’s
cumulative undistributed profits prior to completion of the
Proposed Non-public Issuance of A Shares based on their
respective proportion of shareholding and have the same right

to distributions or dividends.

The A Shares to be issued under the Proposed Non-public
Issuance of A Shares, when fully paid and issued, will rank
pari passu in all respects amongst themselves and with the A

Shares in issue at the time of the issuance of such A Shares.

The Company will adjust the terms and conditions of the Proposed Non-public Issuance of A Shares

in accordance with the latest requirements under the applicable PRC laws and regulations in the

EFFECTS ON THE SHAREHOLDING STRUCTURE OF THE COMPANY

As at the Latest Practicable Date, the total issued share capital of the Company is 1,658,610,000
Shares, which comprises 1,165,600,000 A Shares and 493,010,000 H Shares.

For illustration purpose, set out below is the shareholding structure of the Company:

as at the Latest Practicable Date;
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(i1)

(iii)

Name of
Shareholder

Anhui Transportation
Holding Group

China Merchants
Highway Network
Technology Holding
Company Limited
(Note )

immediately after completion of the Proposed Acquisition (on the basis that the
Total Consideration to be settled by way of issuance of Consideration Shares is
RMB3,116,103,315, and assuming that (a) there will not be any further adjustments to
the issue price of the Consideration Shares of RMB6.64 per Consideration Share; and (b)
there will be no change in the total issued share capital of the Company since the Latest
Practicable Date save for the issue of the A Shares pursuant to the Acquisition Agreement (as

supplemented by the Supplemental Agreement)); and

immediately after completion of the Proposed Acquisition and the Proposed Non-public
Issuance of A Shares (assuming that (a) the total amount of ancillary funds to be raised under
the Proposed Non-public Issuance of A Shares is RMB1,466,401,560; (b) there will not
be any further adjustments to the issue price of the Consideration Shares of RMB6.64 per
Consideration Share; (c) the issue price of the Proposed Non-public Issuance of A Shares is
the same as the issue price of the Consideration Shares; (d) the subscribers of the Proposed
Non-public Issuance of A Shares are and remain as public Shareholders of the Company; and
(e) there will be no change in the total issued share capital of the Company since the Latest
Practicable Date save for the issue of the A Shares pursuant to the Acquisition Agreement (as
supplemented by the Supplemental Agreement) and under the Proposed Non-public Issuance
of A Shares):

Shareholding immediately after completion of

Shareholding immediately after completion of the Proposed Acquisition and the Proposed

Shareholding as at the Latest Practicable Date the Proposed Acquisition Non-public Issuance of A Shares

Approximate Approximate

Approximate percentage of percentage of
percentage of  Approximate theissued  Approximate theissued  Approximate
the issued Share  percentage of Share capital  percentage of Share capital ~ percentage of
Classof ~ Numberof capital of the the total issued Number of ~ of the relevant  the tofal issued Number of ~ of the relevant  the total issued
Shares Shares  relevant class ~ share capital Shares class  share capital Shares class  share capital
(%) (%) (%) (%) (%) (%)
A SUH440 4501 363 993936,887 6080 4671 993930,887 5336 23
A 404,191,501 3468 U3 A4191301 un 1899 404,191,501 278 1721
H 92,396,000 1874 537 92,396,000 1874 R 92,396,000 18.74 393
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Shareholding as a the Latest Practicable Date

Shareholding immediately after completion of

the Proposed Acquisition

Shareholding immediately after completion of

the Proposed Acquisition and the Proposed

Non-public Issuance of A Shares

Approximate Approximate
Approximate percentage of percentage of
percentageof  Approximate theissued  Approximate theissued  Approximate
the issued Share  percentage of Share capital ~ percentage of Share capital  percentage of
Name of Classof ~ Numberof capital of the ~ the total issued Number of  of the relevant  the total issued Number of ~ of the relevant  the fotal issued
Shareholder Shares Shares  relevant class  share capital Shares class  share capital Shares class  share capital
(%) (%) (%) (%) (%) (%)
Anhui Transportation A 928,833,721 79.69 5600 1,39,128,388 §3.52 0570 1,398,128,388 (ER 953
Holding Group and
its concert parties
il 92,396,000 1874 557 92,396,000 1874 43 92,396,000 1874 393
Total A
andH - 1,021,231,721 - 6157 1490524388 - 005 1490,524388 - 63.46
Public A Shareholders A 236,764,279 2031 1427 236764279 1448 ILI3 457,607,887 2456 1948
Public H Shareholders ~ H 400,614,000 §1.26 MIS 400614000 §1.26 1883 400,614,000 §1.26 17.06
Total 1,658,610,000 100.00 10000 2,127.902,667 100.00 10000 2,348,746,275 100.00 100.00
Notes:
1. China Merchants Highway Network Technology Holding Company Limited is presumed to be

acting in concert with Anhui Transportation Holding Group in respect of the Company under

class (1) of the definition of “acting in concert” under the Takeovers Code.

2. The approximate percentage figures are rounded to the nearest two decimal places and therefore,

may not add up to 100% due to rounding.

The Company will ensure the compliance with the applicable public float requirement under

the Listing Rules upon the completion of the Proposed Acquisition and the Proposed Non-

public Issuance of A Shares, and will scale down the number of A Shares to be issued under

the Proposed Non-public Issuance of A Shares as appropriate, if and to the extent such

issuance will result in non-compliance of the applicable public float requirement under the

Listing Rules.
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VI.

VIIL.

VIII.

FUND RAISING ACTIVITIES IN THE PAST TWELVE MONTHS

The Company has not conducted any equity fund raising exercises during the 12 months

immediately preceding the Latest Practicable Date.

FINANCIAL EFFECTS OF PROPOSED ACQUISITION

Upon completion of the Proposed Acquisition, the Target Company will become a wholly-owned
subsidiary of the Company and the results and assets and liabilities of the Target Company will be

consolidated to the financial statements of the Group.

Based on the unaudited pro forma financial information of the Enlarged Group as set out in

Appendix III to this circular, for illustration purpose only:

(1) the total assets of the Group as at 31 December 2022 would have increased by approximately
RMB2,257,973,000, from approximately RMB21,345,566,000 to approximately
RMB23,603,539,000, assuming Completion had taken place on 31 December 2022; and

(ii)  the total liabilities of the Group as at 31 December 2022 would have increased by
approximately RMB38,567,000, from approximately RMB7,808,394,000 to approximately
RMB7,846,961,000, assuming Completion had taken place on 31 December 2022.

For further details of the financial effects of the Proposed Acquisition as described above, please
refer to the unaudited pro forma financial information of the Enlarged Group as set out in Appendix

III to this circular.

REASONS FOR AND BENEFITS OF PROPOSED ACQUISITION AND PROPOSED NON-
PUBLIC ISSUANCE OF A SHARES

Proposed Acquisition

Through the Proposed Acquisition, the Company will acquire Liuwu Expressway as part of the assets
of the Target Company, which will increase the Company’s holding in highway projects. As at 31
December 2022, the chargeable mileage of the operating highway owned by the Company amounted
to approximately 609 kilometres, with decreasing toll collection period remaining on these road
assets. Upon the completion of the Proposed Acquisition, the chargeable mileage of the Company’s
road asset will further increase by 92.71 kilometres. In addition, Liuwu Expressway has a remaining
toll collection period of approximately 16.75 years. The Proposed Acquisition will therefore extend
the chargeable mileage of operating highway owned by the Company and the average toll collection

period of the Company’s road assets, and further expand the portfolio of the Company’s assets.
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As the existing road assets of the Company gradually reach their maturity, it is important for
the Company to actively identify and acquire high quality road assets to expand the Company’s
portfolio of road assets. The Proposed Acquisition will help the Company to further strengthen
and expand its main business by forming an extended network of roads, optimizing the provincial
allocation of the existing road property portfolio, increasing the Company’s ability and
competitiveness in optimizing its asset structure. In particular, given that the Company’s road assets
are situated in the Anhui Province, the acquisition of Liuwu Expressway in the Anhui Province will
allow the Company to integrate an additional high quality road asset within the Anhui Province,
and in turn facilitate the Company to realise economies of scale and synergies between its existing
road assets. The Proposed Acquisition also indicates the support from Anhui Transportation
Holding Group for the Company’s long term and sustainable development. Therefore, the Proposed
Acquisition is of strategic importance in enhancing the overall competitiveness, operational
capability and dividend distribution capability of the Company and in strengthening its capability in

sustainable development.

As of 31 March 2023, the remaining concession periods and its revenue contribution for the year

ended 31 December 2022 of the expressways operated by the Company are set out as follows:

Remaining
concession Toll income
period Toll income contribution
(years) (Note 1) (%)
Hening Expressway 8.38 1,197,057 31.6%
Gaojie Expressway 6.51 926,406 24.5%
Xuanguang Expressway 5.32 544,333 14.4%
Lianhuo Expressway 9.26 254,062 6.7%
Guangci Expressway 6.31 117,258 3.1%
Ninghuai Expressway — Tianchang
Section 9.22 113,021 3.0%
New Tianchang Section of National
Trunk 205 3.76 71,583 1.9%
Anqing Yangtze River Expressway
Bridge 10.75 336,807 8.9%
Yuewu Expressway 22.77 133,370 3.5%
Ningxuanhang Expressway (Note 2) Ranges from
20.45 to 24.76 94,124 2.5%
Total - 3,788,021 100.0%
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Note 1:  As extracted from the Company’s annual report for the year ended 31 December 2022

Note 2:  Ningxuanhang Expressway (Anhui Section) is made up of three sections namely: Xuancheng
to Ningguo section, Ningguo to Qianqiuguan section and Liqiao to Xuancheng section with
approximately 20.45 years, 22.73 years and 24.76 years of remaining operation term, respectively

Note 3:  Certain percentage figures included in this table have been subject to rounding adjustments. Figures
shown as total may not be an arithmetic aggregation of the figures preceding them.

For the year ended 31 December 2022, approximately 85.2% of the Group’s toll income are derived
from the expressways with less than 10 years remaining concession period including Hening
Expressway, Gaojie Expressway, Xuanguang Expressway and Lianhuo Expressway. The Proposed
Acquisition of Liuwu Expressway with remaining concession period of approximately 16.75 years
(i.e. until 27 December 2039) will extend the average toll collection period of the toll road assets
operated by the Company, create a road network effect and effectively enhance the Company’s

sustainable development capabilities and the profit generation abilities.

The Original Issue Price is determined with reference to and in compliance with Article 45 of
the Measures for the Administration of Material Asset Restructuring of Listed Companies ({ I
A A K& B EALHFE)), which requires that the issue price shall not be lower than 80% of
the average trading prices of the A Shares for the 20, 60 or 120 trading days prior to the Pricing
Benchmark Date (being RMB7.10, RMB6.64 and RMB6.13 respectively). Taking into account
(i) the reasons and benefit for the Company in entering into the Proposed Acquisition as outlined
above; (ii) the minimal dilution impact to the Shareholders in terms of the net assets value per
Share considering the Original Issue Price of RMB7.19 to be at par with the net assets value per
Share of the Company attributable to the Shareholders of approximately RMB7.2097 as at 31
December 2022 (under Hong Kong Financial Reporting Standards) and approximately RMB7.1896
(under Generally Accepted Accounting Principles of the PRC); (iii) the issue of Consideration
Shares would reduce the cash outflow of the Group as a result of the Proposed Acquisition and to
allow the Group to maintain sufficient cash resources to enhance the capabilities of future dividend
distribution to the Shareholders; (iv) the Consideration Shares issued to Anhui Transportation
Holding Group will be subject to lock-up restrictions as outlined in the paragraph “1. Acquisition
Agreement (as supplemented by the Supplemental Agreement) — Lock-up period” above; and (v)
the Proposed Acquisition indicates the support of Anhui Transportation Holding Group in the long-
term development of the Group and improvement of the Group’s operational capability and the issue
of Consideration Shares would further align Anhui Transportation Holding Group’s interests with
the performance of the Group, the Directors are of the view that the issue price of the Consideration

Shares are in the interests of the Shareholders.
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With respect to the H Shareholders, the Original Issue Price represented a premium of
approximately 4.4%, 8.9% and 22.5% over the average closing prices of the 20, 60 and 120
consecutive trading days of the H Share up to and including the Last Trading Day, respectively.

On the other hand, the Adjusted Issue Price is determined in accordance with the adjustment
formula in the event of distribution of cash dividends as set out in the paragraph headed “II. Major
and Connected Transaction — Proposed Acquisition — Issue of Consideration Shares” above, taking
into account the final dividend of RMBO0.55 per Share for the year ended 31 December 2022. The
adjustment to the Original Issue Price is made to reflect the reduction to the trading price of the
Share as a result of the dividend payment being made. The Adjusted Issue Price is at par with the
net assets value per Share of the Company attributable to the Shareholders as at 31 December
2022 after deducting the final dividend for the year ended 31 December 2022 of RMBO0.55 per
Share, being approximately RMB6.6597 (based on the net assets value per Share of the Company
attributable to the Shareholders as at 31 December 2022 under Hong Kong Financial Reporting
Standards of approximately RMB7.2097) or approximately RMB6.6396 (based on the net assets
value per Share of the Company attributable to the Shareholders as at 31 December 2022 of
approximately RMB7.1896 under Generally Accepted Accounting Principles of the PRC).

With respect to the H Shareholders, on an ex-dividend basis, the Adjusted Issue Price represented a
premium of approximately 4.6%, 9.4% and 24.6% over the average closing prices of the 20, 60 and
120 consecutive trading days of the H Share up to and including the Last Trading Day, respectively.

In light of the aforesaid minimal dilution impact and the premium of Original Issue Price over the
historical H Share prices, and the premium of the Adjusted Issue Price over the historical H Share
prices on an ex-dividend basis, the Directors are of the view that the issuance of the Consideration

Shares is in the interest of the H Shareholders.

The Directors (including the Independent Board Committee whose views are set out in the letter
from the Independent Board Committee in this circular) are of the view that the settlement of the
Total Consideration (i) as to 85% by allotment of issuance of the Consideration Shares and (ii)
as to 15% by the payment of the Cash Consideration will preserve the cash flow of the Group
and is therefore fair and reasonable. Based on the Company’s first quarterly report for the three
months ended 31 March 2023, the Company has cash and cash equivalents of approximately
RMB2.96 billion (under the Generally Accepted Accounting Principles of the PRC) as at 31
March 2023. Taking into account the amount of Total Consideration exceeds the above cash and
cash equivalent balance of the Group and given the need for the Group to preserve its cash flow
to maintain the operations of the expressways operated by the Group and the capital-intensive
nature of expressway operations, the Directors believe it would not be appropriate to utilise all
or a major part of its existing cash balance for the purpose of the Proposed Acquisition. The
Company has also considered other options of financing the Proposed Acquisition, including but

not limited to debt financing or other means of equity financing. Among the possible alternatives

~50-



LETTER FROM THE BOARD

available to the Company, the Company is of the view that the issuance of Consideration Shares
to the Anhui Transportation Holding Group and the Proposed Non-public Issuance of A Shares to
refinance the Cash Consideration of the Proposed Acquisition are appropriate and cost effective
fundraising means to the Company, taking into account: (i) the high financing cost for debt
financing; and (ii) the potential optimisation of the Company’s equity structure, as the issuance
of Consideration Shares will help further aligning Anhui Transportation Holding Group’s interest
with the performance of the Group while the issuance of new A Shares under the Proposed Non-
public Issuance of A Shares will potentially allow new equity investor to be introduced into the
Group subject to the bookbuilding process thereunder. In addition, the Company had also taken
into account the issuance cost to both the Company and its Shareholders and the trading price
difference between the Company’s A Shares and H Shares, if other means of equity financing
were to be utilised. As such, taking into account the above, Company therefore considers that the
current settlement mechanism of the Total Consideration (i.e. 85% by allotment and issuance of

Consideration Shares and 15% by payment of Cash Consideration) is fair and reasonable.

The terms of the Acquisition Agreement, the Supplemental Agreement and the Compensation
Agreement and the transactions contemplated thereunder were agreed after arm’s length negotiations
between the parties thereto. The Directors (including the Independent Board Committee whose
views are set out in the letter from the Independent Board Committee in this circular) consider
that the Acquisition Agreement, the Supplemental Agreement and the Compensation Agreement
and the transactions contemplated thereunder are on normal commercial terms which are fair and

reasonable, and are in the interests of the Company and the Shareholders as a whole.

Intention of Anhui Transportation Holding Group regarding the Company

As at the Latest Practicable Date, Anhui Transportation Holding Group intends for the Group to
continue its existing businesses and had no intention to introduce any major changes in the business
of the Company, including any redeployment of fixed assets of the Company, or to discontinue
the employment of the employees of the Group other than in the ordinary course of business of the
Group.

Risk Factors

The Directors noted that there are certain risks involved in the Proposed Acquisition or the

management and operation of the Target Company, including but not limited to:
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Traffic volume may be affected by competing roads and other forms of transportation

Revenue generated from Liuwu Expressway is principally dependent on the number and classes
of motor vehicles using such road and the applicable toll regime. Traffic volume is directly and
indirectly affected by a number of factors, including but not limited to the availability, quality,
proximity and toll rate differentials of alternative expressways, roads or bridges, the existence
of other forms of transportation, including rail, aviation and waterway, fuel prices, taxation and

environmental regulations.

There can be no assurance that such other expressways, roads, bridges or forms of transportation
will not significantly improve their services and reduce their charges, that there will be no new
construction of expressways outside of the current planning by the PRC government, or that will
not be any unforeseen material expansion or reconstruction of the connecting roads of Liuwu
Expressway, In the event there are changes to passenger and transportation patterns, resulting in a
decrease in the overall traffic volumes on Liuwu Expressway, the revenue, results of operations and

financial condition of the Target Company may be adversely affected.

Shareholders and potential investors should note that the forecasts on revenue and traffic volume
contained in the Traffic Study Report and are based on the assumptions as set out in the summary
of the Traffic Study Report set out in Appendix IX to this circular, there can be no assurance that
the assumptions used will prove to be accurate. Should these assumptions prove to be incorrect,
the actual traffic volume of Liuwu Expressway and hence the revenue, results of operations and

financial condition of the Target Company may be adversely affected.

Operations of the Target Company may be materially and adversely affected by catastrophic

events, particularly in Anhui province.

Operations of the Target Company may be materially and adversely affected by catastrophic
events such as severe weather conditions, natural disasters and epidemics, which may result in lane
closures, impact on road conditions or restrictions in travelling of vehicles and negatively affect the
operations of the Target Company. If the condition or operation of Liuwu Expressway were to be
seriously affected as a result of such events, particularly in Anhui province, the revenue, results of

operations and financial condition of the Target Company may be adversely affected.
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The toll regime significantly impacts the Target’s revenues and is regulated by governmental

authorities

The toll rates for Liuwu Expressway are subject to regulation by the relevant governmental
authorities in the PRC. Toll rates require approval from the relevant governmental authorities.
There can be no assurance that the relevant government authorities will, if a request for increase in
toll rates is made, approve such request in a timely manner or at all or that relevant governmental

authorities will not at any time request a toll rate reduction.

Changes to the provincial government’s transportation-related policies may impact the

revenues and earnings of the Target Company

The Target Company’s operations are sensitive to changes in the PRC government’s policies
relating to all aspects of the transportation sector, for example, provincial and municipal
transportation networks, traffic regulations, toll regime and the planning, development, construction
and management of expressways in the PRC. There is no assurance that changes in such policies
would not have a material adverse effect on the financial condition and results of operations of
the Target. Shareholders and potential investors should note that the appraised value of the Target
Assets in the Asset Valuation Report was made on the assumptions as set out in Appendix V of
this circular, including but not limited to the assumption that there are no material changes in the
transportation industry policies, pricing principles and market conditions during the concession
period of the Liuwu Expressway. Should the assumptions of the valuation of the Target Assets

prove to be incorrect, the appraised value of the Target Assets may be adversely affected.

The expressway operations of the Target Company may be subject to operational risks

The expressway operations of the Target Company may be materially adversely affected or
interrupted by unforeseeable events and various factors, such as major traffic accidents, other

unforeseen circumstances and road closure or restricted access beyond the control of the Target.

Unexpected economic slowdown may adversely affect the financial performance of the Target

Company

Liuwu Expressway is located in Anhui Province, its business and performance are closely related to
the economic conditions of Anhui Province and affected by the macro-economic environment and
policy stability in the PRC. Any downturn or slowdown in economic activities than as forecasted,
or slow GDP growth in Anhui Province and/or the PRC overall could lead to lower utilisation of

Liuwu Expressway, and the financial performance of the Target may be adversely affected.
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Unexpected expansion or reconstruction of connecting highways may adversely affect the

traffic volume of Liuwu Expressway

The traffic volume of Liuwu Expressways is also affected by the operation status of its connecting
highways. The temporary closure of the connecting highways may result in the selection of

alternative routes by the drivers and lead to diversion impact of Liuwu Expressway.

Unforeseen material expansion or reconstruction of the connecting highways of Liuwu Expressway
during the concession period may lead to material diversion impact from the Liuwu Expressway
(such as any unforeseen new construction of expressway outside of the current planning by the PRC

government).

Third party information and forward looking statements

This circular contains certain information which has been derived from various governmental
and other publicly available documents or other sources and such information has not been
independently verified by the Company, the Directors or its advisors. Any estimates, projections,
targets, forecasts, timelines and other forward-looking statements made or proposed by the
Company or the Directors in this circular are based on its or their current expectations and
assumptions. These forward-looking statements are subject to uncertainties and are not guarantees
of future performance or development. Should these uncertainties materialized or should the
underlying assumptions prove to be incorrect, the financial performance of the Target Company
may be adversely affected. Accordingly, Shareholders and potential investors should not place

undue reliance on these statements.

Proposed Non-public Issuance of A Shares

The proceeds to be raised from the Proposed Non-public Issuance of A Shares are proposed to
be used for replenishing the working capital of the Group, repaying the debts of the Group and

refinancing the Cash Consideration for the Proposed Acquisition, which would improve the overall

financial position and facilitate the future development of the Group.
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The issue price under the Proposed Non-public Issuance of A Shares shall not be lower than the
Non-public Issuance Benchmark Price, being (i) 80% of the Average Trading Price; or (ii) the Floor
Price (being the latest audited net asset value per Share of the Company before Price Determination
Date, subject to adjustments due to ex-rights or ex-dividends event of the Company (such as
distribution of cash dividend, bonus issue, rights issues, allotment of shares, conversion of share
premium into share capital or capitalisation issues) during the period between the date in respect
of which the last audited consolidated balance sheet of the Company was prepared and the Price
Determination Date), whichever is higher. The Non-public Issuance Benchmark Price has been
determined with reference to and in compliance with Article 56 of the Administrative Measures
for the Registration of Securities Issuance by Listed Companies ({12 7l &6 72 8517 5 it 45 2
##¥%)). Taking into account (i) the reasons and benefit for conducting the Proposed Non-public
Issuance of A Shares as outlined above; (ii) the subscribers under the Proposed Non-public Issuance
of A Shares will be subject to lock-up restrictions as outlined in the paragraph headed “1. Details
of the Proposed Non-public Issuance of A Shares — Lock-up Period” above; (iii) the final issue
price will be determined based on the result of price inquiry process to be conducted in accordance
with the PRC laws and regulations; and (iv) the final issue price will be determined with reference
to the trading prices preceding the Price Determination Date and the Floor Price, and will reflect
the recent performance of the A Shares of the Company and the net asset value per Share of the
Company preceding the commencement of the Proposed Non-public Issuance of A Shares, the
Directors are of the view that the issue price under the Proposed Non-public Issuance of A Shares

of not lower than the Non-public Issuance Benchmark Price, is in the interests of the Shareholders.

With respect to the H Shareholders, the A Share price of the Company had been consistently
trading at a premium over its H Shares (the “A Share Price Premium”). For the 20, 60 and 120
consecutive trading days immediately prior to and including the Last Trading Day, the average A
Share closing prices had a premium of approximately 29.0%, 25.7% and 30.5% over the average H
Share closing price respectively. As at the Latest Practicable Date, the A Share Price Premium was
over 30%. In view of the substantial price premium of A Shares over the H Shares, the issuance
price of A Share under the Proposed Non-Public of A Shares is not expected to be with a material
discount to the H Share price at the time of the completion of the Proposed Non-public Issuance of
A Shares and is not expected to result in a dilution impact to the Shareholders in term of the net asset
value per Share considering the mechanism of Floor Price (i.e. being the latest audited net assets

value per Share) is in place.
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IX.

Proposed amendment of Shareholders’ return policy for 2023 to 2025 upon the completion of

the Proposed Acquisition and the Proposed Non-public Issuance of A Shares

As mentioned above, it is expected that the completion of the Proposed Acquisition and the
Proposed Non-public Issuance of A Shares would enhance the overall competitiveness and financial

position of the Group.

According to the existing shareholders’ return policy of the Company for 2021 to 2023 which
will expire in 2023, subject to the fulfilment of the conditions for distributing cash dividends,
the Company shall make distributions in cash in an amount not less than 60% of the net profit
attributable to owner of the parent company as set out in the Company’s consolidated financial
statements in each of 2021 to 2023.

As set out in the paragraph headed “Implications under the Shanghai Listing Rules — (ii) Resolution
regarding the special arrangements for the adjustment of future cash dividend of the Company”
below, in order to establish a sustainable and stable shareholders’ return policy and to further
safeguard the interests of the minority Shareholders, the Board originally resolved that in the event
that the Proposed Overall Transaction is completed, the Board will propose shareholders’ return
policy for 2023 to 2025, such that subject to the fulfilment of the conditions for distributing cash
dividends, the Company shall make distributions in cash in an amount not less than 70% of the
net profit attributable to owner of the parent company as set out in the Company’s consolidated

financial statements in each of the next three years (i.e. 2023 to 2025).

In order to further effectively extend the medium to long term investment returns of investors, to
increase the dividend per Share to be made to the Shareholders after the completion of the Proposed
Overall Transaction and to safeguard the interests of the minority Shareholders, the Board has
resolved to further adjust the shareholders’ return policy for 2023 to 2025 such that under such
shareholders’ return policy, in the event that the Proposed Overall Transaction is completed,
subject to the fulfilment of the conditions for distributing cash dividends, the Company shall
make distributions in cash in an amount not less than 75% (instead of 70% which was originally
proposed) of the net profit attributable to owner of the parent company as set out in the Company’s

consolidated financial statements in each of the next three years (i.e. 2023 to 2025).
IMPLICATIONS UNDER THE LISTING RULES

Proposed Acquisition

As one or more of the applicable percentage ratios in respect of the Proposed Acquisition in
accordance with the Listing Rules exceed 25% but are less than 100%, the Proposed Acquisition

constitutes a major transaction of the Company which is subject to the reporting, announcement and

Shareholders’ approval requirements under Chapter 14 of the Listing Rules.
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As at the Latest Practicable Date, Anhui Transportation Holding Group directly holds 524,644,220
A Shares, representing approximately 31.63% of the total issued share capital of the Company, and
is the controlling shareholder of the Company. Accordingly, Anhui Transportation Holding Group
is a connected person of the Company. Therefore, the Proposed Acquisition constitutes a connected
transaction of the Company which is subject to the reporting, announcement and Proposed
Acquisition LR Independent Shareholders’ approval requirements under Chapter 14A of the Listing
Rules.

The completion of the Proposed Acquisition will not result in a change in control of the Company
and Anhui Transportation Holding Group is expected to remain as the controlling shareholder of the

Company upon the completion of the Proposed Acquisition.

As Mr. Xiang Xiaolong, Mr. Yang Xiaoguang, Mr. Tao Wensheng and Mr. Chen Jiping (each
an executive Director) were considered to have material interest in the Proposed Acquisition
and the Proposed Acquisition Specific Mandate and the Whitewash Waiver, they have abstained
from voting on the relevant board resolutions of the Company. Save as disclosed above, no other
Directors had a material interest in the Proposed Acquisition and the Proposed Acquisition Specific
Mandate and the Whitewash Waiver and no other Director has abstained from voting on the relevant

board resolutions of the Company.

Proposed Non-public Issuance of A Shares

In the event that after the book building process for the Proposed Non-public Issuance of A Shares,
any connected person(s) of the Company becomes a target subscriber which shall participate in the
Proposed Non-public Issuance of A Shares, such participation in the Proposed Non-public Issuance
of A Shares will constitute a connected transaction of the Company, which is subject to the report,

announcement and independent shareholders’ approval under Chapter 14A of the Listing Rules.

Since participation by any connected person(s) in the Proposed Non-public Issuance of A Shares can
only be determined after the book building process, it is currently envisaged that upon completion
of the book building process, if any connected person does participate in the Proposed Non-public

Issuance of A Shares, the Company will comply with the connected transaction requirements.

In the event the requisite independent shareholders’ approval for any connected person(s)
participating in the Proposed Non-public Issuance of A Shares is not successfully obtained, it is
envisaged that such connected person(s) will not participate in the Proposed Non-public Issuance of
A Shares.
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IMPLICATIONS UNDER THE TAKEOVERS CODE

Application for Whitewash Waiver

As at the Latest Practicable Date,

@) Anhui Transportation Holding Group holds 524,644,220 A Shares, representing
approximately 31.63% of the total issued share capital of the Company; and

(i)  Anhui Transportation Holding Group and parties acting in concert with it hold in aggregate
1,021,231,721 Shares (comprising 928,835,721 A Shares and 92,396,000 H Shares),
representing approximately 61.57% of the total issued share capital of the Company.

Immediately following completion of the Proposed Acquisition, on the basis that the Total
Consideration to be settled by way of issuance of Consideration Shares is RMB3,116,103,315,
and assuming that (i) the issue price is the Adjusted Issue Price and there will not be any further
adjustments to the issue price of the Consideration Shares of RMB6.64 per Consideration Share;
and (ii) there will be no change in the total issued share capital of the Company since the Latest

Practicable Date save for the issue of the A Shares pursuant to the Acquisition Agreement,

(1) the shareholding of Anhui Transportation Holding Group in the Company will increase to

approximately 46.71%; and

(i)  the aggregate shareholding of Anhui Transportation Holding Group and parties acting in

concert with it in the Company will increase to approximately 70.05%.

Accordingly, upon completion of the Proposed Acquisition, pursuant to Rule 26.1 of the Takeovers
Code, Anhui Transportation Holding Group will be required to make a mandatory general offer
for all the securities of the Company not already owned or agreed to be acquired by Anhui
Transportation Holding Group and parties acting in concert with it, unless the Whitewash Waiver

from strict compliance with Rule 26.1 of the Takeovers Code is obtained from the Executive.
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XI.

As such, completion of the Proposed Acquisition is conditional upon, among other things,
the Whitewash Waiver being granted by the Executive and approved by the Takeovers Code
Independent Shareholders. An application has been made by Anhui Transportation Holding Group
(on behalf of itself and parties acting in concert with it) to the Executive for the granting of the
Whitewash Waiver pursuant to Note 1 on dispensations from Rule 26 of the Takeovers Code. The
Whitewash Waiver, if granted by the Executive, will be subject to (i) the approval of the Whitewash
Waiver by at least 75% of the votes cast by Takeovers Code Independent Shareholders either in
person or by proxy at the EGM; and (ii) the approval of the Proposed Acquisition by more than
50% of the votes cast by Takeovers Code Independent Shareholders either in person or by proxy at
the EGM as required under the Takeovers Code. As at the Latest Practicable Date, the Executive
has indicated that it is minded to grant the Whitewash Waiver. The Proposed Acquisition will not
proceed if the Whitewash Waiver is not obtained or if the Whitewash Waiver is not approved by the
Takeovers Code Independent Shareholders.

As at the Latest Practicable Date, the Company does not believe that the Proposed Acquisition gives
rise to any concerns in relation to compliance with other applicable rules or regulations (including
the Listing Rules). The Company notes that the Executive may not grant the Whitewash Waiver if

the Proposed Acquisition does not comply with other applicable rules and regulations.

The proposal in relation to the Whitewash Waiver will be submitted, by way of special resolution,
for the Takeovers Code Independent Shareholders’ consideration and approval at the EGM, and
shall be passed by at least 75% of the votes cast by the Takeovers Code Independent Shareholders
by way of poll at the EGM.

IMPLICATIONS UNDER THE SHANGHAI LISTING RULES
Pursuant to the relevant requirements under the Shanghai Listing Rules and the PRC laws and

regulations, the following proposals will be submitted for the eligible Shareholders’ consideration

and approval at the EGM and/or (if applicable) the Class Meetings.
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If the requisite Shareholders’ approvals for the Proposed Acquisition and/or the Proposed Non-
public Issuance of A Shares are not obtained, the Company will not be in position to submit the
application to the Shanghai Stock Exchange for its approval and the CSRC for its registration of the
Proposed Acquisition and/or the Proposed Non-public Issuance of A Shares (as the case may be)
in accordance with the relevant requirements under the PRC laws and regulations. Accordingly, in
such circumstances, the approval by the Shanghai Stock Exchange or registration by the CSRC of
the Proposed Acquisition, which is a condition for the effectiveness of the Acquisition Agreement
(as further set out in the section headed “Letter from the Board — II. MAJOR AND CONNECTED
TRANSACTION - PROPOSED ACQUISITION - 1. Acquisition Agreement (as supplemented by
the Supplemental Agreement) — Effectiveness of the Acquisition Agreement and the Supplemental
Agreement”), and/or the approval by Shanghai Stock Exchange and the registration by the
CSRC of the Proposed Acquisition and the Proposed Non-public Issuance of A Shares, which
is a condition precedent of the Proposed Non-public Issuance of A Shares (as further set out in
the section headed “Letter from the Board — III. PROPOSED NON-PUBLIC ISSUANCE OF A
SHARES - 1. Details of the Proposed Non-public Issuance of A Shares — Conditions precedent
of the Proposed Non-public Issuance of A Shares”) (as the case may be), will not be obtained and
therefore, the corresponding condition for the effectiveness of the Acquisition Agreement and/or the
corresponding condition precedent of the Proposed Non-public Issuance of A Shares (as the case
may be) will not be fulfilled, the Proposed Acquisition and/or the Proposed Non-public Issuance of

A Shares will not proceed.

(i) Resolutions in relation to the Proposed Acquisition and the Proposed Non-public

Issuance of A Shares
Each of the following resolutions in connection with the Proposed Acquisition and the
Proposed Non-public Issuance of A Shares will be submitted for the eligible Shareholders’

consideration and approval at the EGM and (if applicable) the Class Meetings:

1. To consider and approve the resolution regarding the special arrangements for the

adjustment of future cash dividend of the Company;
2. To consider and approve the resolution regarding the satisfaction of the conditions
for the Proposed Acquisition, the Proposed Non-public Issuance of A Shares and the

related party transactions by the Company;

3. To consider and approve the resolution regarding the plan on the Proposed Acquisition

and the related party transactions of the Company:

3.01 Counterparty;

3.02 Asset to be acquired;
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3.03

3.04

3.05

3.06

3.07

3.08

3.09

3.10

3.12

3.13

3.14

Total Consideration and basis for determining the Total Consideration;

Settlement mechanism of the Total Consideration;

Types of shares to be issued and par value;

Target subscriber for the Consideration Shares and the method of issuance;

Pricing Benchmark Date and the issue price of the Consideration Shares;

Number of Consideration Shares to be issued;

Location of listing of the Consideration Shares;

Lock-up arrangements;

Payment of Cash Consideration;

Profit and loss attribution during the transitional period;

Arrangements on the accumulated and undistributed profit of the Company;

Validity period of the resolutions in connection with the Proposed Acquisition

and the related party transactions;

To consider and approve the resolution regarding the Proposed Acquisition and

Proposed Non-public Issuance of A Shares constituting a related party transaction;

To consider and approve the resolution regarding the Proposed Acquisition and

Proposed Non-public Issuance of A Shares not constituting a material asset

restructuring and new listing;

To consider and approve the resolution regarding the entering into of the Acquisition

Agreement with the counterparty with conditions to its effectiveness;

To consider and approve the resolution regarding the entering into of the Supplemental

Agreement with the counterparty with conditions to its effectiveness;

To consider and approve the resolution regarding the entered into of the Compensation

Agreement with the counterparty with conditions to its effectiveness;
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10.

1.

12.

13.

14.

15.

16.

To consider and approve the resolution regarding the Report on the Proposed
Acquisition, Proposed Non-public Issuance of A Shares and related party transactions

(Draft) and its summary;

To consider and approve the resolution regarding the compliance of the Proposed
Acquisition and the Proposed Non-public Issuance of A Shares with Article 4 of
Guidelines for the Supervision of Listed Companies No. 9 — Regulatory Requirements
for Listed Companies Planning and Implementing Major Asset Reorganizations of the
PRC;

To consider and approve the resolution regarding the compliance of the Proposed
Acquisition and the Proposed Non-public Issuance of A Shares with Article 11 of the
Administrative Measures for Major Asset Restructuring of Listed Companies of the
PRC;

To consider and approve the resolution regarding the compliance of the Proposed
Acquisition and the Proposed Non-public Issuance of A Shares with Article 43 of the
Administrative Measures for Major Asset Restructuring of Listed Companies of the
PRC;

To consider and approve the resolution regarding the non-existence of the relevant
circumstances prohibiting participation in material asset restructuring of listed
companies as stated under Article 12 of the Guidelines for the Supervision of Listed
Companies No. 7 — Supervision of Abnormal Stock Transactions Related to Major
Asset Restructurings of Listed Companies of the PRC in respect of the relevant entities

under the Proposed Acquisition and the Proposed Non-public Issuance of A Shares;

To consider and approve the resolution regarding the explanation on the completeness
and legality of the statutory procedures and the effectiveness of the relevant legal
documents submitted in respect of the Proposed Acquisition and the Proposed Non-

public Issuance of A Shares;

To consider and approve the resolution regarding the independence of the Valuer, the
reasonableness of the assumptions used in the asset valuation, the relevance of the
methodology and the purpose of the asset valuation and the fairness of the appraised

value of the Target Assets;
To consider and approve the resolution regarding the fluctuation of the Company’s

share trading price in the 20 trading days prior to the announcement of the Proposed

Acquisition and Proposed Non-public Issuance of A Shares;
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17.

18.

19.

20.

21.

22.

23.

To consider and approve the resolution regarding the approval of the accountants’
report, pro forma financial information review report and asset valuation report in
connection with the Proposed Acquisition and the Proposed Non-public Issuance of A
Shares;

To consider and approve the resolution regarding the authorisation by the
shareholders’ meeting for the Board and its authorised persons to implement related
matters in connection with the Proposed Acquisition and the Proposed Non-public
Issuance of A Shares;

To consider and approve the resolution regarding the dilution of immediate returns and
remedial measures in connection with the Proposed Acquisition and Proposed Non-

public Issuance of A Shares;

To consider and approve the resolution regarding the approval of the Proposed

Acquisition in accordance with the Takeovers Code;

To consider and approve the resolution regarding the approval of the Whitewash

Waiver in accordance with the Takeovers Code;
To consider and approve the resolution regarding the waiver for Anhui Transportation
Holding Group from making an offer in connection with the Proposed Acquisition

pursuant to the PRC laws and regulations; and

To consider and approve the resolution regarding the plan on the Proposed Non-public

Issuance of A Shares:

23.01 Types of shares to be issued and par value;

23.02 Target subscribers and method of issuance;

23.03 Pricing Benchmark Date and the issue price of the shares to be issued;

23.04 Number of shares to be issued and amount of ancillary funds to be raised;

23.05 Location of listing of the shares;

23.06 Lock-up arrangements;

23.07 Use of proceeds for the ancillary funds raised;

23.08 Validity period of the resolutions in connection with the Proposed Non-public

Issuance of A Shares.
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(ii)

Resolution regarding the special arrangements for the adjustment of future cash

dividend of the Company

On 17 April 2023, the Company convened the 30™ meeting of the 9™ session of the Board
and the 22™ meeting of the 9™ session of the supervisory board and approved the following

resolutions:

“It is expected that the completion of the Proposed Acquisition and the Proposed Non-public
Issuance of A Shares would enhance the overall competitiveness and financial position of
the Group. In the event that the Proposed Acquisition and the Proposed Non-public Issuance
of A Shares are completed, the Board will propose shareholders’ return policy for 2023 to
2025, such that subject to the fulfilment of the conditions for distributing cash dividends,
the Company shall make distributions in cash in an amount not less than 70% of the net
profit attributable to owner of the parent company as set out in the Company’s consolidated

financial statements in each of the next three years (i.e. 2023 to 2025).”

According to the existing shareholders’ return policy of the Company for 2021 to 2023,
subject to the fulfilment of the conditions for distributing cash dividends, the Company shall
make distributions in cash in an amount not less than 60% of the net profit attributable to
owner of the parent company as set out in the Company’s consolidated financial statements
in each of 2021 to 2023.

As the current shareholders’ return policy will expire in 2023, to minimise the uncertainty
on the profit distribution policy, to effectively extend the medium to long term investment
returns of investors, to enhance the dividend per Share to be made to the Shareholders
after the completion of the Proposed Acquisition and the Proposed Non-public Issuance of
A Shares, and to safeguard the interests of minority Shareholders, it is proposed that the

following adjustments will be made to the shareholders’ return policy:

“It is expected that the completion of the Proposed Acquisition and the Proposed Non-public
Issuance of A Shares would enhance the overall competitiveness and financial position of
the Group. In the event that the Proposed Acquisition and the Proposed Non-public Issuance
of A Shares are completed, the Board will propose shareholders’ return policy for 2023 to
2025, such that subject to the fulfilment of the conditions for distributing cash dividends,
the Company shall make distributions in cash in an amount not less than 75% of the net
profit attributable to owner of the parent company as set out in the Company’s consolidated

financial statements in each of the next three years (i.e. 2023 to 2025).”
The resolution regarding the special arrangements for the adjustment of future cash

dividend of the Company will be submitted by way of a special resolution for the eligible

Shareholders’ consideration and approval at the EGM.

_ 64—



LETTER FROM THE BOARD

(iii)

(iv)

()

Resolution regarding the satisfaction of the conditions for the Proposed Acquisition,
the Proposed Non-public Issuance of A Shares and the related party transactions by the
Company

In accordance with the provisions of the Company Law, the Securities Law, the
Administrative Measures for Major Assets Restructuring of Listed Companies, the
Administrative Measures for the Registration of Securities Issuance by Listed Companies
and other laws, regulations, departmental rules and regulatory documents, and taking into
account the actual operational circumstances of the Company and upon self-verification and
discussion of the matters relating to the Proposed Acquisition and the Proposed Non-public
Issuance of A Shares, the Proposed Acquisition and the Proposed Non-public Issuance of A
Shares and the related party transactions of the Company is in compliance with the relevant
requirements and conditions under the laws, regulations, departmental rules and regulatory

documents.

The resolution regarding the satisfaction of the conditions for the Proposed Acquisition, the
Proposed Non-public Issuance of A Shares and the related party transactions by the Company
will be submitted by way of a special resolution for the eligible Shareholders’ consideration
and approval at the EGM.

Resolution regarding the Proposed Acquisition and Proposed Non-public Issuance of A

Shares constituting a related party transaction

As the counterparty of the Proposed Acquisition is Anhui Transportation Holding Group, the
Proposed Acquisition constitutes a related party transaction in accordance with the Shanghai

Listing Rules.

The resolution regarding the Proposed Acquisition and Proposed Non-public Issuance of
A Shares constituting a related party transaction will be submitted by way of a special

resolution for the eligible Shareholders’ consideration and approval at the EGM.

Resolution regarding the Proposed Acquisition and Proposed Non-public Issuance of A

Shares not constituting a material asset restructuring and new listing

According to the Asset Valuation Report issued by China United and filed with authorised
entity of the competent state-owned assets supervision and administrative authorities, the
appraised value of the Target Assets as at the Valuation Benchmark Date (i.e. 31 December
2022) was RMB3,661,003,900. Based on such appraised value and taking into account the
paid-up registered capital of the Target Company of RMBS5,000,000 which was paid by
Anhui Transportation Holding Group to the Target Company subsequent to the Valuation
Benchmark Date, Anhui Transportation Holding Group and the Company agreed that the
Total Consideration of the Proposed Acquisition shall be RMB3,666,003,900.
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(vi)

According to the audited financial data of the Company and the Target Company in 2022,
each of the higher of the total assets of the Target Company and the Total Consideration, the
higher of the net assets of the Target Company and the Total Consideration, and the ratio of
operating revenue of the Target Company as compared with the relevant financial figures
of the Company as at the end of the year ended 31 December 2022 (being the latest year
for which audited financial statements have been prepared) is below 50%. The Proposed
Acquisition and the Proposed Non-public Issuance of A Shares do not constitute a material
asset restructuring as stipulated in Article 12 of the Administrative Measures for the Material
Asset Restructurings of Listed Companies, and do not constitute a material asset restructuring
of the Company. However, as part of the Total Consideration will be settled by the issuance
of the Consideration Shares, the Proposed Acquisition will be subject to the review and

approval by the Shanghai Stock Exchange and the registration by the CSRC.

There has been no change in the actual controller of the Company in the last 36 months.
Prior to and after the completion of the Proposed Acquisition and the Proposed Non-public
Issuance of A Shares, there has been and will be no change in the controlling shareholder and
actual controller of the Company, and the Proposed Acquisition and the Proposed Non-public
Issuance of A Shares will not result in any fundamental change of the principal business of
the Company. Therefore, the Proposed Acquisition and the Proposed Non-public Issuance of
A Shares do not constitute the circumstances as stipulated in Article 13 of the Administrative
Measures for the Material Asset Restructurings of Listed Companies, and do not constitute a

new listing.

The resolution regarding the Proposed Acquisition and Proposed Non-public Issuance of A
Shares not constituting a material asset restructuring and new listing will be submitted by
way of a special resolution for the eligible Shareholders’ consideration and approval at the
EGM.

Resolutions regarding the Acquisition Agreement, the Supplemental Agreement and the

Compensation Agreement
Resolutions regarding each of the Acquisition Agreement, the Supplemental Agreement and

the Compensation Agreement will be submitted for the eligible Shareholders’ consideration

and approval at the EGM and (if applicable) the Class Meetings.

— 66 —



LETTER FROM THE BOARD

(vii)

(viii)

Resolution regarding the Report on the Proposed Acquisition, Proposed Non-public

Issuance of A Shares and related party transactions (Draft) and its summary

In order to complete the Proposed Acquisition, the Company has previously prepared the
Report on the Proposed Acquisition, Proposed Non-public Issuance of A Shares and related
party transactions (<§%ﬁ%ﬁ%ﬁﬁﬂ%ﬂﬁ{ﬁﬁFﬁﬁﬁj%ﬁ?ﬁﬁi{ﬁ&iﬁﬁ(ﬁﬁ%ﬁ B 5
LN ERE BB A FZE)) and its summary. The Company has further supplemented
the Report on the Proposed Acquisition, Proposed Non-public Issuance of A Shares and
related party transactions based on the audit and asset valuation results and prepared the
Report on the Proposed Acquisition, Proposed Non-public Issuance of A Shares and related
party transactions (Draft) (%8 = 2N B B PR 8 ml 84T e fn M AT B & I E &
N AR E S & BRI 2C 5 THE (%)) and its summary. Please refer to the overseas
regulatory announcement of the Company dated 20 June 2023 for the aforementioned report

and summary.

The resolution regarding the Report on the Proposed Acquisition, Proposed Non-public
Issuance of A Shares and related party transactions (Draft) and its summary will be submitted
by way of a special resolution for the eligible Shareholders’ consideration and approval at
the EGM.

Resolution regarding the compliance of the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares with Article 4 of Guidelines for the Supervision of
Listed Companies No. 9 — Regulatory Requirements for Listed Companies Planning and

Implementing Major Asset Reorganizations of the PRC

Upon careful consideration, the Proposed Acquisition and the Proposed Non-public Issuance
of A Shares complies with the relevant requirements under Article 4 of Guidelines for the
Supervision of Listed Companies No. 9 — Regulatory Requirements for Listed Companies

Planning and Implementing Major Asset Reorganizations of the PRC:

(1)  the target asset of the Proposed Acquisition and the Proposed Non-public Issuance
of A Shares involve the 100% of the equity interest in the Target Company, which
is not subject to filing or approval requirements in relation to project initiation,
environmental protection, industry access, use of land, planning, construction or other
relevant matters. The relevant filing or approval requirements have been disclosed in
detail in the Report on the Proposed Acquisition, Proposed Non-public Issuance of A
Shares and related party transactions (Draft) (%A 4 s 2 28 B% e A PR 7l 4%
TR RS AT R E EE N S EMEE S BB 5 THE (HE))), and specific
reminders have been included in respect of the risks of not obtaining the requisite

approvals or registrations;
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(ix)

(2)  the target asset of the Proposed Acquisition and the Proposed Non-public Issuance of
A Shares involve the 100% of the equity interest in the Target Company, there is no
untruthful capital contribution or circumstances affecting the legal subsistence of the
Target Company. The counterparty has obtained full legal ownership of the Target
Assets, with no restrictions or prohibitions on transfer. Upon the completion of the
Proposed Acquisition, the Company will hold 100% of the equity interests in the
Target Company and actually control the Target Company;

(3)  the Proposed Overall Transaction is conducive to improving the completeness of the
Company’s assets, upon completion of the Restructuring, which in turn strengthens the
independence of the Company in terms of personnel, stock purchase, production, sales

and intellectual property;

(4)  the Proposed Overall Transaction will help to improve the financial condition and
the operational sustainability of the Company, and is conducive to highlighting its
principal businesses and enhancing its risk resistance ability, thereby strengthening
the independence of the Company, reducing related party transactions and avoiding

horizontal competition.

The resolution regarding the compliance of the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares with Article 4 of Guidelines for the Supervision of
Listed Companies No. 9 — Regulatory Requirements for Listed Companies Planning and
Implementing Major Asset Reorganizations of the PRC will be submitted by way of a special

resolution for the eligible Shareholders’ consideration and approval at the EGM.

Resolution regarding the compliance of the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares with Article 11 of the Administrative Measures for

Major Asset Restructuring of Listed Companies of the PRC

Upon careful consideration, the Proposed Acquisition and the Proposed Non-public Issuance
of A Shares comply with the relevant requirements under Article 11 of the Administrative

Measures for Major Asset Restructuring of Listed Companies of the PRC:

(I)  the Proposed Acquisition and the Proposed Non-public Issuance of A Shares are
in compliance with state industry policies and the requirements under PRC laws
and regulations, including PRC laws and regulations in relation to environmental
protection, land management, anti-monopoly and foreign investment and outbound

investments;

(2)  the Proposed Acquisition and the Proposed Non-public Issuance of A Shares will not

result in non-fulfilment by the Company of the conditions of listing of the Shares;
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(3)

“)

(5)

(6)

(7

the pricing basis for the Target Assets of the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares is fair and does not prejudice the legitimate rights of

the Company and the Shareholders;

there are distinct ownership rights over the Target Assets involved in the Proposed
Acquisition and the Proposed Non-public Issuance of A Shares, there are no legal
obstacles for the assets transfer, and the treatment for relevant creditors’ rights and

debts is lawful;

the Proposed Acquisition and the Proposed Non-public Issuance of A Shares
are conducive to the operational sustainability of the Company, and there are no
circumstances resulting in cash becoming the major assets of the Company or the
Company having no specific business operations upon completion of the Proposed

Acquisition and the Proposed Non-public Issuance of A Shares;

the Proposed Acquisition and the Proposed Non-public Issuance of A Shares are
conducive to the preservation of the independence of the Company with its actual
controller and its associates in terms of business, assets, finances, personnel and
institution and comply with the relevant independence requirement for listed

companies of the CSRC; and

the Proposed Acquisition and the Proposed Non-public Issuance of A Shares is
conducive to the maintenance of a sound and effective governance structure of the

Company.

The resolution regarding the compliance of the Proposed Acquisition and the Proposed

Non-public Issuance of A Shares with Article 11 of the Administrative Measures for Major

Asset Restructuring of Listed Companies of the PRC will be submitted by way of a special

resolution for the eligible Shareholders’ consideration and approval at the EGM.
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(x)

Resolution regarding the compliance of the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares with Article 43 of the Administrative Measures for

Major Asset Restructuring of Listed Companies of the PRC

Upon careful consideration, the Proposed Acquisition and the Proposed Non-public Issuance
of A Shares comply with Article 43 of the Administrative Measures for Major Asset
Restructuring of Listed Companies of the PRC:

(1)  the Proposed Acquisition and the Proposed Non-public Issuance of A Shares will help
to improve the asset quality, financial condition and operational sustainability of the
Company, and is conducive to reducing related party transactions, avoiding horizontal

competition and strengthening the independence of the Company;

(2)  the reporting accountants of the Company has issued an unqualified audit report for

the financial statements of the Company for the latest year;

(3) the Company, its current Directors and senior management are not subject to
investigation by legal authorities due to suspected criminal offence or investigation by

the CSRC due to suspected violation of laws or regulations; and

(4)  the Target Assets are operating assets with clear title and the procedures for the

transfer of title can be completed within the designated period.

The resolution regarding the compliance of the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares with Article 43 of the Administrative Measures for Major
Asset Restructuring of Listed Companies of the PRC will be submitted by way of a special

resolution for the eligible Shareholders’ consideration and approval at the EGM.
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(xi)

Resolution regarding the non-existence of the relevant circumstances prohibiting
participation in material asset restructuring of listed companies as stated under Article
12 of the Guidelines for the Supervision of Listed Companies No. 7 — Supervision
of Abnormal Stock Transactions Related to Major Asset Restructurings of Listed
Companies of the PRC in respect of the relevant entities under the Proposed Acquisition

and the Proposed Non-public Issuance of A Shares

There does not exist any relevant circumstances prohibiting participation in material
asset restructuring of listed companies as stated under Article 12 of the Guidelines for the
Supervision of Listed Companies No. 7 — Supervision of Abnormal Stock Transactions
Related to Major Asset Restructurings of Listed Companies of the PRC in respect of the
relevant entities under the Proposed Acquisition and the Proposed Non-public Issuance
of A Shares as stipulated under Article 6 of the Guidelines for the Supervision of Listed
Companies No. 7 — Supervision of Abnormal Stock Transactions Related to Major Asset

Restructurings of Listed Companies of the PRC.

The resolution regarding the non-existence of the relevant circumstances prohibiting
participation in material asset restructuring of listed companies as stated under Article 12 of
the Guidelines for the Supervision of Listed Companies No. 7 — Supervision of Abnormal
Stock Transactions Related to Major Asset Restructurings of Listed Companies of the PRC
in respect of the relevant entities under the Proposed Acquisition and the Proposed Non-
public Issuance of A Shares will be submitted by way of a special resolution for the eligible

Shareholders’ consideration and approval at the EGM.

71 -



LETTER FROM THE BOARD

(xii)

Resolution regarding the explanation on the completeness and legality of the statutory
procedures and the effectiveness of the relevant legal documents submitted in respect of

the Proposed Acquisition and the Proposed Non-public Issuance of A Shares

The Company has conducted the necessary legal procedures in respect of the Proposed
Acquisition and the Proposed Non-public Issuance at current stage in accordance with
relevant laws, regulations and regulatory documents such as the Company Law of the
PRC, the Securities Laws of the PRC, the Administrative Measures for Material Asset
Restructuring, and the Provisions on Material Asset Restructuring, the Administrative
Measures for the Information Disclosure of Listed Companies (€I 12 75 B 4 25 4 B ¥
%)) and the Shanghai Listing Rules, as well as the articles of association of the Company.
The legal procedures conducted by the Company in relation to the Proposed Acquisition
and the Proposed Non-public Issuance are complete, lawful and effective and in compliance
with the relevant laws and regulations and the articles of association of the Company. The
legal documents submitted in connection with the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares to the regulatory authorities such as the Shanghai Stock
Exchange are lawful and effective. In addition, in accordance with the Administrative
Measures for Material Asset Restructuring and Guidance No. 26 on the Format and Content
of the Information Disclosure by Listed Companies — Material Asset Restructuring ({2
BEAT R IR I 24 W) R B R A A B AOE RIS 26 98— LT A R R E A EALD), in respect
of the relevant legal documents to be submitted in connection with the Proposed Acquisition
and the Proposed Non-public Issuance of A Shares, the Board of the Company and the

Directors have warranted and represented as follows:

There does not exist any false record, misleading representations or material omission in the
legal documents submitted by the Company in connection with the Proposed Acquisition and
the Proposed Non-public Issuance of A Shares, the Board of the Company and the Directors
take corresponding legal liability in respect of the correctness, accuracy and completeness of

such documents.

The resolution regarding the explanation on the completeness and legality of the statutory
procedures and the effectiveness of the relevant legal documents submitted in respect of the
Proposed Acquisition and the Proposed Non-public Issuance of A Shares will be submitted
by way of a special resolution for the eligible Shareholders’ consideration and approval at
the EGM.
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(xiii) Resolution regarding the independence of the Valuer, the reasonableness of the

assumptions used in the asset valuation, the relevance of the methodology and the

purpose of the asset valuation and the fairness of the appraised value of the Target Assets

The Company has engaged China United as the Valuer in respect of the Target Assets under

the Proposed Acquisition. In accordance with the Administrative Measures for Material Asset

Restructuring and Guidance No. 26 on the Format and Content of the Information Disclosure
by Listed Companies — Material Asset Restructuring ({7 BT 55 1028 7] & afl 4 25 N &
HiLA% A HE B 2695 — LA R E K EE FEAL), the Board is of the view that:

(1)

(2)

(3)

“)

China United possesses the relevant business qualification and the professional
competence. The selection process of the Valuer is in compliance with the regulations,
China United and the relevant valuers have no other related relationship with the
Company and the counterparty save for business relationships, there is no actual or
potential interest or conflict which may affect the Valuer’s provision of services.

China United is independent;

the assumptions and limitations adopted in the Valuation Report are implemented in
accordance with relevant PRC laws and regulations and in compliance with market
standards and norms and the actual circumstances of the Target Assets. The valuation

assumptions are reasonable;

the purpose of the valuation is to determine the market value of the Target Assets
as at the Valuation Benchmark Date in order to provide valuation reference for the
Proposed Acquisition. The asset valuation work was conducted in compliance with
the requirements of relevant PRC laws and regulations and industry norms, the scope
of assets actually appraised is in accordance wit the scope under its engagement, in
accordance with the principles of independence, impartiality, fairness and science,
implementing necessary valuation procedures in accordance with recognised asset
valuation method, to appraise the market value of the Target Assets as at the Valuation
Benchmark Date. The asset valuation method adopted was reasonable and correlates

with the valuation purpose; and

the valuation was prepared using asset valuation methods which are in compliance
with the regulations and the actual circumstances of the Target Assets, the important
valuation metrics such as discount rate have been reasonably set, the appraised value is
fair. The Total Consideration was determined based on the valuation results as set out
in the Asset Valuation Report which has been filed with the competent state-owned

asset supervision and administrative authorities, and is fair and reasonable.
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(xiv)

(xv)

The resolution regarding the independence of the Valuer, the reasonableness of the
assumptions used in the asset valuation, the relevance of the methodology and the purpose
of the asset valuation and the fairness of the appraised value of the Target Assets will be
submitted by way of a special resolution for the eligible Shareholders’ consideration and

approval at the EGM.

Resolution regarding the fluctuation of the Company’s share trading price in the 20
trading days prior to the announcement of the Proposed Acquisition and Proposed Non-

public Issuance of A Shares

In accordance with the requirements under the relevant laws and regulations, the Company
has conduct self-inspection on the circumstances on the fluctuation of the Company’s
share trading price prior to the announcement of price-sensitive material information. The
cumulative increase or decrease in share trading price of the Company in the 20 trading days
prior to the trading suspension of the Company’s shares (after elimination of the general
market circumstances and industry circumstances) do not exceed 20% and do not constitute

an abnormal fluctuation.

The resolution regarding the fluctuation of the Company’s share trading price in the 20
trading days prior to the announcement of the Proposed Acquisition and Proposed Non-
public Issuance of A Shares will be submitted by way of a special resolution for the eligible

Shareholders’ consideration and approval at the EGM.

Resolution regarding the approval of the accountants’ report, pro forma financial
information review report and asset valuation report in connection with the Proposed

Acquisition and the Proposed Non-public Issuance of A Shares

For the purposes of the Proposed Acquisition and the Proposed Non-public Issuance of A
Shares, the Company has engaged Ernst & Young Hua Ming LLP to audit the financial
statements of the Target Company for the years of 2021 and 2022 and January to February
2023, and issued the relevant auditors’ report. The Company has also engaged Ernst &
Young Hua Ming LLP to prepare a review report on the pro forma consolidated financial

information of the Group.

For the purposes of the Proposed Acquisition and the Proposed Non-public Issuance of A
Shares, the Company has engaged China United to prepare a valuation of the Target Assets as

at the Valuation Benchmark Date and issued the Asset Valuation Report.
The Board has reviewed and approved the aforementioned auditors’ report, review report

on the pro forma consolidated financial information of the Group and the Asset Valuation

Report.
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(xvi)

The resolution regarding the approval of the accountants’ report, pro forma financial
information review report and asset valuation report in connection with the Proposed
Acquisition and the Proposed Non-public Issuance of A Shares will be submitted by way of a

special resolution for the eligible Shareholders’ consideration and approval at the EGM.

Resolution regarding the authorisation by the shareholders’ meeting for the Board and
its authorised persons to implement related matters in connection with the Proposed

Acquisition and the Proposed Non-public Issuance of A Shares

In order to better implement the works in connection with the Proposed Acquisition and
the Proposed Non-public Issuance of A Shares, the Board proposes to seek approval from
the Shareholders at the EGM and (if applicable) the Class Meetings for authorization to
the Board and its authorized persons to handle all matters in connection with the Proposed
Acquisition and the Proposed Non-public Issuance of A Shares in accordance with applicable

laws and regulations, including but not limited to the following:

(I)  determine and implement the specific plan of the Proposed Acquisition and the
Proposed Non-public Issuance of A Shares in accordance with the provisions of
laws, regulations and regulatory documents and the resolutions of the shareholders’
meetings, and to be responsible for handling and determining specific issues of the
Proposed Acquisition and the Proposed Non-public Issuance of A Shares based on the
approval of the Shareholders at the relevant shareholders’ meetings, the approval by

the Shanghai Stock Exchange, the registration by the CSRC and the market conditions;

(2)  determine and engage intermediaries such as independent financial adviser, and to
prepare, revise, supplement, execute and implement all agreements and documents
relating to the Proposed Acquisition and the Proposed Non-public Issuance of A

Shares;

(3) arrange for review, registration, filing or registration with or by the relevant
governmental authorities and regulatory authorities for the application, issuance or
listing matters in connection with the Proposed Acquisition and the Proposed Non-

public Issuance of A Shares;
(4)  supplement, revise and adjust the relevant documents in connection with the Proposed

Acquisition and the Proposed Non-public Issuance of A Shares in accordance with the

policy changes and the review opinion of the relevant regulatory authorities;
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(5)  in accordance with the actual implementation circumstances of the plan in connection
with the Proposed Acquisition and the Proposed Non-public Issuance of A Shares, the
market conditions, policy changes and the opinion of the regulatory authorities, and to
the extent permitted under the PRC laws and regulations, the regulatory documents,
the articles of association of the Company and the approval of the Shareholders at the
relevant shareholders’ meetings, terminate or adjust the plan in connection with the
Proposed Acquisition and the Proposed Non-public Issuance of A Shares and proceed
with the implementation of the relevant matters in connection with the Proposed

Acquisition and the Proposed Non-public Issuance of A Shares after the adjustment;

(6)  arrange for listing, registration and lock-up and other related matters with the Shanghai
Stock Exchange and China Securities Depositary and Clearing Corporation Limited in
connection with the Proposed Acquisition and the Proposed Non-public Issuance of A

Shares upon their completion;

(7) arrange for relevant changes in the registered capital of the Company, relevant
amendments to Articles of Association and relevant industry and commerce
registrations based on the issuance results of the Proposed Acquisition and the

Proposed Non-public Issuance of A Shares; and

(8) authorize the Board to take all necessary actions to determine and handle other matters
relating to the Proposed Acquisition and the Proposed Non-public Issuance of A

Shares.

The aforementioned authorisation and the resolutions in relation to the Proposed Acquisition
and/or the Proposed Non-public Issuance of A Shares shall be valid for 12 months from
the date of the approval by the Shareholders. If the registration by the CSRC in respect of
the Proposed Overall Transaction is obtained during the aforementioned 12-months period,
the validity period shall be automatically extended until completion of the abovementioned
matters in connection with the Proposed Overall Transaction. As advised by the Company’s
PRC legal adviser and based on currently available information, it is expected that the
registration by the CSRC in respect of the Proposed Overall Transaction will be valid for
12 months after the date of such registration. Upon expiry of the validity period of such
registration by the CSRC, the Company is expected to be required to either terminate the
Proposed Acquisition and/or the Proposed Non-public Issuance of A Shares or re-apply for
the approval by the Shanghai Stock Exchange and the registration by the CSRC, for which
the Company is expected to be required to further seek shareholders’ approval in respect of
the relevant transaction(s) as required and as appropriate. The Company therefore believes
that the automatic extension of the 12-months validity period as outlined above would be in
the interest of the Proposed Acquisition LR Independent Shareholders and Takeovers Code

Independent Shareholders as (i) this would avoid the need for the Company to convene
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further shareholders’ meeting to refresh the shareholders’ approval shortly after the obtaining
of the CSRC registration, which may result in undue delay and unnecessary extra costs in
the completion of the Proposed Acquisition and/or the Proposed Non-public Issuance of A
Shares; (ii) such automatic extension arrangement has been disclosed in this circular and (iii)
the Company is expected to be required to complete the Proposed Overall Transaction within

the 12-months validity period of the CSRC registration as outlined above.

On the other hand, if the registration by the CSRC in respect of the Proposed Overall
Transaction is not obtained during the aforementioned 12-months period, the Company will
seek further shareholders’ approval for the extension of the validity period of the relevant

authorisation as appropriate.

The resolution regarding the authorisation by the shareholders’ meeting for the Board and its
authorised persons to implement related matters in connection with the Proposed Acquisition
and the Proposed Non-public Issuance of A Shares will be submitted by way of a special
resolution for the eligible Shareholders’ consideration and approval at the EGM and (if

applicable) the Class Meetings.

The 12-months validity period of the aforementioned authorisation above is determined with
reference to Application Guidance for the Regulatory Rules — Equity Issuance No. 6 (¥
HI 7 A 55— #1755 6%%) published by the Shanghai Stock Exchange. Based on the
information currently available to the Company, assuming the EGM and (if applicable) the
Class Meetings are convened in or around mid-August 2023 and the requisite approvals are
obtained at the EGM and (if applicable) the Class Meetings, and subject to the processing
time required for obtaining other requisite approvals for the Proposed Acquisition and the
Proposed Non-public Issuance of A Shares, it is currently expected that the completion of the
Proposed Acquisition will take place in or around first quarter of 2024 while the completion
of the Proposed Non-public Issuance of A Shares will take place in or around second quarter
of 2024.
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(xvii) Resolution regarding the dilution of immediate returns and remedial measures in

(xviii)

connection with the Proposed Acquisition and Proposed Non-public Issuance of A

Shares

Pursuant to the requirements set out in the Opinions of the General Office of the State
Council on Further Strengthening the Protection of the Legitimate Rights and Interests of
Minority Investors in the Capital Markets (%5 e #2358 BH A 2 — 25 i 5 A 1 25 /)
W& H GG TAEME L)), the Several Opinions of the State Council on Further
Facilitating the Healthy Development of the Capital Market ([ZI75 B BH i #E— 5 {2 3 & A
M5 3% i # T % fL)), and the Guidance Opinion on Matters Pertaining to Dilution
of Return for the Current Period Resulting from Initial Offering and Refinancing or Material
Asset Restructuring (CBHA B8 X FAE ~ &K E A d AR B ) o B 35 I 0 45 28
E L)), in order to protect the interests of the investors, the Company has proposed specific
remedial measures on the returns and to improve the continuous operational ability in respect
of the risk of dilution on immediate returns. The controlling shareholder of the Company, the
Directors and the senior management of Company has issued undertakings in connection with
the remedial measures for the dilution on immediate returns in connection with the Proposed

Acquisition and the Proposed Non-public Issuance of A Shares.

The resolutions regarding the dilution of immediate returns and remedial measures in
connection with the Proposed Acquisition and Proposed Non-public Issuance of A Shares
will be submitted by way of a special resolution for the eligible Shareholders’ consideration

and approval at the EGM.

Resolution regarding the waiver for Anhui Transportation Holding Group from making
an offer in connection with the Proposed Acquisition pursuant to the PRC laws and

regulations

Prior to the Proposed Acquisition and the Proposed Non-public Issuance of A Shares, Anhui
Transportation Holdings Group holds 524,644,220 Shares, representing approximately
31.63% of the total issued Shares of the Company. The completion of the Proposed
Acquisition will result in increase in shareholding of the Company by Anhui Transportation
Holding Group; upon the completion of the Proposed Acquisition and without taking into
account the impact of the Proposed Non-public Issuance of A Shares on the shareholding
structure of the Company, Anhui Transportation Holding Group will hold 993,936,887

Shares and its shareholding percentage in the Company will increase to 46.71%.
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As Anhui Transportation Holding Group has undertaken that it shall not transfer any of the
Consideration Shares within 36 months from the date of issue of the Consideration Shares
(save for any transfer between entities controlled by the same beneficial owner), provided
that if Anhui Transportation Holding Group is required to return the Consideration Shares
to the Company pursuant to any performance guarantee and compensation arrangements
which may be agreed between Anhui Transportation Holding Group and the Company in
connection with the Proposed Acquisition, and such return has not been completed within
the aforesaid 36 months lock-up period, the lock-up period shall be extended to the date
on which the return of Consideration Shares by Anhui Transportation Holding Group to
the Company is completed, subject to the obtaining of the approval at the EGM, Anhui
Transportation Holding Group’s obligation to make a general offer can be waived pursuant to
the Administration of the Takeover of Listed Companies. The Board therefore proposes for
the Shareholders to consider and approve such waiver of general offer obligation of Anhui

Transportation Holding Group.

The resolution regarding the waiver for Anhui Transportation Holding Group from making an
offer in connection with the Proposed Acquisition pursuant to the PRC laws and regulations
will be submitted by way of a special resolution for the eligible Shareholders’ consideration

and approval at the EGM.

INDEPENDENT BOARD COMMITTEE AND INDEPENDENT FINANCIAL ADVISER

The Independent Board Committee (comprising all the independent non-executive Directors who
have no direct or indirect interest in the Proposed Acquisition and the Whitewash Waiver, namely
Mr. Liu Hao, Mr. Zhang Jianping and Ms. Fang Fang) has been formed in accordance with Chapter
14A of the Listing Rules and Rule 2.8 of the Takeovers Code to advise the Proposed Acquisition
LR Independent Shareholders and the Takeovers Code Independent Shareholders on, among other
things, the Proposed Acquisition (including, amongst others, the grant of the Proposed Acquisition
Specific Mandate) and the Whitewash Waiver. As each of Mr. Yang Xudong and Mr. Du Jian (each
a non-executive Director) holds certain position in China Merchants Highway Network Technology
Holding Company Limited (being a party presumed to be acting in concert with Anhui Transportation
Holding Group), each of Mr. Yang Xudong and Mr. Du Jian is not considered as independent for
the purposes of giving advice or recommendations to the Takeovers Code Independent Shareholders

under the Takeovers Code.

In this connection, Shenwan Hongyuan has been appointed as the Independent Financial Adviser
to advise the Independent Board Committee, the Takeovers Code Independent Shareholders and
the Proposed Acquisition LR Independent Shareholders in respect of the Proposed Acquisition,
the Proposed Acquisition Specific Mandate and the Whitewash Waiver and the transactions
contemplated thereunder. Such appointment has been approved by the Independent Board

Committee pursuant to Rule 2.1 of the Takeovers Code.
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XIII. EGM AND (IF APPLICABLE) CLASS MEETINGS

The EGM will be convened to consider and, if thought fit, approve, among other things, (i)
the Proposed Acquisition; (ii) the Proposed Non-public Issuance of A Shares; (iii) the Specific
Mandates; and (iv) the Whitewash Waiver.

If applicable, the A Shares Class Meeting will be convened to consider and, if thought fit, approve,
among other things, (i) the Proposed Acquisition; (ii) the Proposed Non-public Issuance of A
Shares; and (iii) the Specific Mandates.

If applicable, the H Shares Class Meeting will be convened to consider and, if thought fit, approve,
among other things, (i) the Proposed Acquisition; (ii) the Proposed Non-public Issuance of A
Shares; and (iii) the Specific Mandates.

The voting in relation to the Proposed Acquisition, the Proposed Non-public Issuance of A Shares,
the Specific Mandates and the Whitewash Waiver at the EGM and/or the H Shares Class Meeting
will be conducted by way of poll.

In respect of the Proposed Acquisition, (i) with respect to the approvals required under the Listing
Rules, Anhui Transportation Holding Group and its associates and any Shareholders which have a
material interest in the Proposed Acquisition and the Proposed Acquisition Specific Mandate will
be required to abstain from voting on the relevant resolutions to be proposed at the EGM (and if
applicable, the A Shares Class Meeting and/or the H Shares Class Meeting); and (ii) with respect
to the approvals required under the Takeovers Code, Anhui Transportation Holding Group and
parties acting in concert with it (including China Merchants Highway Network Technology Holding
Company Limited (being a party presumed to be acting in concert with Anhui Transportation
Holding Group)) and those who are involved in or interested in the Proposed Acquisition, the
Proposed Acquisition Specific Mandate and the Whitewash Waiver will be required to abstain from
voting on the relevant resolutions to be proposed at the EGM. As at the Latest Practicable Date,
other than Anhui Transportation Holding Group, no Shareholders are involved in or interested in
the Proposed Acquisition, the Proposed Acquisition Specific Mandate and the Whitewash Waiver.
Accordingly, as at the Latest Practicable Date, other than Anhui Transportation Holding Group and
parties acting in concert with it (including China Merchants Highway Network Technology Holding
Company Limited (being a party presumed to be acting in concert with Anhui Transportation
Holding Group)), no other Shareholders are required to abstain from voting with respect to the

approvals required under the Takeovers Code.
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In respect of the Proposed Non-public Issuance of A Shares, in the event that a Shareholder has
indicated to participate in the Proposed Non-public Issuance of A Shares before the EGM and (if
applicable) Class Meetings, such Shareholder and his/her/its close associates (as defined under the
Listing Rules) will be required to abstain from voting on the relevant resolutions to be proposed at
the EGM (and if applicable, the A Shares Class Meeting and/or the H Shares Class Meeting). As
at the Latest Practicable Date, as no Shareholder has indicated to participate in the Proposed Non-
public Issuance of A Shares, no Shareholder is required to abstain from voting on the relevant
resolutions in respect of the Proposed Non-public Issuance of A Shares to be proposed at the EGM

(and if applicable, the A Shares Class Meeting and/or the H Shares Class Meeting).

Save as aforementioned, no other Shareholder has a material interest in the Proposed Acquisition,
the Proposed Non-public Issuance of A Shares, the Specific Mandates and the Whitewash Waiver
and therefore no other Shareholder is required to abstain from voting at the EGM and/or (if

applicable) the Class Meetings.

Pursuant to the “Decision of the State Council to Repeal Certain Administrative Regulations and
Documents” (<[5 B BE iR 8% 1E 55 50 47 BOE RN SO 9 PR (H 3 B 0 8 130 755 e 2 55758
%%))) issued by the State Council of the PRC on 14 February 2023 and the “Trial Administrative
Measures of Overseas Securities Offering and Listing by Domestic Companies” ({35 Al & 355 4k
BEATE SR E T H T D) and related guidelines issued by the CSRC on 17 February 2023,
the Company is required to conform its articles of association to a new set of standard. In the event
that the Hong Kong Stock Exchange has effected the required amendments to the Listing Rules and
the articles of association of the Company has been amended in accordance with the changes in the
PRC laws and regulations and/or the applicable listing rules prior to the holding of the EGM and
(if applicable) Class Meetings, it is expected that the Class Meetings will no longer be required for
the purposes of considering and approving the Proposed Acquisition, the Specific Mandates, the
Whitewash Waiver and/or the Proposed Non-public Issuance of A Shares. The Company will update

its Shareholders and potential investors once the amendment is effective as and when appropriate.

If you intend to appoint a proxy to attend the EGM and (if applicable) the Class Meetings, you are
required to complete and return the accompanying form of proxy in accordance with the instructions
printed thereon. The form of proxy must be delivered to Hong Kong Registrars Limited not less
than 24 hours before the time for holding the EGM and (if applicable) the Class Meetings or any

adjourned meeting thereof in order for such document to be valid.

For the H Shareholders, the form of proxy should be returned to Hong Kong Registrars Limited,
the H Share registrar of the Company, by hand or by post not less than 24 hours before the time
appointed for holding the EGM and (if applicable) the Class Meetings or any adjourned meeting

thereof.
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Completion and return of the form of proxy will not preclude a Shareholder from attending and
voting in person at the EGM and (if applicable) the Class Meetings or at any adjourned meeting
thereof should you so wish, but in such event the instrument appointing a proxy shall be deemed to

be revoked.

RECOMMENDATIONS

Shenwan Hongyuan has been appointed as the Independent Financial Adviser to advise the
Independent Board Committee, the Takeovers Code Independent Shareholders and the Proposed
Acquisition LR Independent Shareholders in respect of the Proposed Acquisition, the Proposed
Acquisition Specific Mandate and the Whitewash Waiver and the transactions contemplated
thereunder. Your attention is drawn to the letter of advice from the Independent Financial Adviser
to the Independent Board Committee, the Takeovers Code Independent Shareholders and the
Proposed Acquisition LR Independent Shareholders set out on pages 86 to 127 of this circular in
connection with the Proposed Acquisition, the Proposed Acquisition Specific Mandate and the
Whitewash Waiver and the transactions contemplated thereunder, and the principal factors and

reasons considered by the Independent Financial Adviser in arriving at such advice.

The Independent Board Committee, having considered the terms of the Proposed Acquisition
and the Proposed Non-public Issuance of A Shares and the advice of the Independent Financial
Adviser, is of the view that while the Proposed Acquisition is not conducted in the ordinary and
usual course of business of the Group, (i) the Proposed Acquisition is on normal commercial
terms; and (ii) the Proposed Acquisition, the Proposed Acquisition Specific Mandate and the
Whitewash Waiver are fair and reasonable so far as the Proposed Acquisition LR Independent
Shareholders and the Takeovers Code Independent Shareholders are concerned and in the interests
of the Company, the Proposed Acquisition LR Independent Shareholders and the Takeovers Code
Independent Shareholders as a whole. Accordingly, the Independent Board Committee recommends
the Takeovers Code Independent Shareholders and the Proposed Acquisition LR Independent
Shareholders to vote in favour of all the resolutions to be proposed at the EGM and (if applicable)
the Class Meetings to approve the Proposed Acquisition, the Proposed Acquisition Specific
Mandate and the Whitewash Waiver.

The Board recommends the Takeovers Code Independent Shareholders and the Proposed
Acquisition LR Independent Shareholders to vote in favour of all the resolutions to be proposed at
the EGM and (if applicable) the Class Meetings to approve the Proposed Acquisition, the Proposed
Acquisition Specific Mandate and the Whitewash Waiver.

In addition, the Board considers that all the resolutions proposed at the EGM and (if applicable) the
Class Meetings are in the interests of the Company and its Shareholders as a whole. As such, the
Board recommends the Shareholders to vote in favour of all the resolutions proposed at the EGM

and (if applicable) the Class Meetings.
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ADDITIONAL INFORMATION

Your attention is drawn to (i) the letter from the Independent Board Committee set out on pages
84 to 85 of this circular, containing its recommendation in respect of the Proposed Acquisition,
the Proposed Acquisition Specific Mandate and the Whitewash Waiver; (ii) the letter from
the Independent Financial Adviser to the Independent Board Committee, the Takeovers Code
Independent Shareholders and the Proposed Acquisition LR Independent Shareholders set out
on pages 86 to 127 of this circular, containing its recommendation in respect of the Proposed
Acquisition, the Proposed Acquisition Specific Mandate and the Whitewash Waiver; and (iii) the

additional information set out in the appendices to this circular.

The Takeovers Code Independent Shareholders and the Proposed Acquisition LR Independent
Shareholders are advised to read the aforesaid letters before deciding as to how to vote on the
resolutions approving, among other things, the Proposed Acquisition, the Proposed Acquisition
Specific Mandate and the Whitewash Waiver.

By order of the Board
Anhui Expressway Company Limited
Secretary to the Board
Wu Changming

*  For identification purpose only.
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ZHRBESREARKRNERAF
ANHUI EXPRESSWAY COMPANY LIMITED

(incorporated in the People’s Republic of China with limited liability as a joint stock company)
(Stock Code: 995)

26 July 2023

To the Proposed Acquisition LR Independent Shareholders and the Takeovers Code Independent
Shareholders

Dear Sir or Madam,

(1) MAJOR AND CONNECTED TRANSACTION - PROPOSED ACQUISITION
(2) PROPOSED NON-PUBLIC ISSUANCE OF A SHARES TO RAISE
ANCILLARY FUNDS
(3) APPLICATION FOR WHITEWASH WAIVER
(4) NOTICE OF EXTRAORDINARY GENERAL MEETING
AND
(5) NOTICE OF H SHARES CLASS MEETING

We refer to the circular of the Company dated 26 July 2023 (the “Circular”), of which this letter forms
part. Unless otherwise defined, capitalized 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 Proposed
Acquisition LR Independent Shareholders and the Takeovers Code Independent Shareholders in respect of
the Proposed Acquisition, the Proposed Acquisition Specific Mandate and the Whitewash Waiver, details
of which are set out in the “Letter from the Board” in the Circular. Shenwan Hongyuan has been appointed
as the Independent Financial Adviser to advise the Independent Board Committee and the Proposed
Acquisition LR Independent Shareholders and the Takeovers Code Independent Shareholders with the

approval of the Independent Board Committee in this regard.
We wish to draw your attention to the “Letter from the Board” set out on pages 1 to 83 of the Circular,

the “Letter from the Independent Financial Adviser” set out on pages 86 to 127 of the Circular and the

additional information set out in the appendices thereto.
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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 the Independent Financial
Adviser” in the Circular, we concur with the view of the Independent Financial Adviser and consider
that while the Proposed Acquisition is not conducted in the ordinary and usual course of business of the
Group, (i) the Proposed Acquisition is on normal commercial terms; and (ii) the Proposed Acquisition, the
Proposed Acquisition Specific Mandate and the Whitewash Waiver are fair and reasonable so far as the
Proposed Acquisition LR Independent Shareholders and the Takeovers Code Independent Shareholders are
concerned and in the interests of the Company, the Proposed Acquisition LR Independent Shareholders

and the Takeovers Code Independent Shareholders as a whole.

Accordingly, we recommend the Proposed Acquisition LR Independent Shareholders and the Takeovers
Code Independent Shareholders to vote in favour of the resolutions in relation to the Proposed Acquisition,
the Proposed Acquisition Specific Mandate and the Whitewash Waiver to be proposed at the EGM and (if
applicable) the Class Meetings.

Yours faithfully,
Independent Board Committee
Mr. Liu Hao Mr. Zhang Jianping Ms. Fang Fang

Independent non-executive Directors

*  For identification purpose only.
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Shenwan Hongyuan Capital (H.K.) Limited

BECIERS: -
(¥ m 1 — Iy Level 6, Three Pacific Place
SHENWAN HONGYUAN

1 Queen’s Road East

Hong Kong

1|

26 July 2023

To:  Independent Board Committee, the Takeovers Code Independent Shareholders and the Proposed Acquisition
LR Independent Shareholders

Dear Sirs

(1) MAJOR AND CONNECTED TRANSACTION - PROPOSED ACQUISITION
(2) APPLICATION FOR WHITEWASH WAIVER

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the Independent Board
Committee, the Takeovers Code Independent Shareholders and the Proposed Acquisition LR Independent
Shareholders in respect of the Proposed Acquisition, the Proposed Acquisition Specific Mandate and
the Whitewash Waiver, details of which are set out in the letter from the Board (the “Board Letter”)
contained in the circular dated 26 July 2023 issued by the Company to the Shareholders (the “Circular”),
of which this letter forms part. Terms used in this letter shall have the same meanings as defined in the

Circular unless the context requires otherwise.

References are made to the announcements of the Company dated 3 April 2023, 17 April 2023, 28 April
2023, 5 May 2023, 16 May 2023 and 20 June 2023, in relation to, among other things, (i) the Proposed
Acquisition; and (ii) the Whitewash Waiver.

On 17 April 2023, the Company and Anhui Transportation Holding Group entered into the Acquisition
Agreement, pursuant to which the Company has conditionally agreed to purchase, and Anhui
Transportation Holding Group has conditionally agreed to sell, the Target Assets, in consideration of (i)
the allotment and issuance of the Consideration Shares and (ii) the payment of the Cash Consideration
by the Company to Anhui Transportation Holding Group. In addition, as disclosed in the Update
Announcement, on 20 June 2023, the Company and Anhui Transportation Holding Group further
entered into the Supplemental Agreement and the Compensation Agreement in relation to the Proposed

Acquisition.
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As one or more of the applicable percentage ratios in respect of the Proposed Acquisition in accordance
with the Listing Rules exceed 25% but are less than 100%, the Proposed Acquisition constitutes a
major transaction of the Company which is subject to the reporting, announcement and Shareholders’
approval requirements under Chapter 14 of the Listing Rules. As at the Latest Practicable Date, Anhui
Transportation Holding Group directly holds 524,644,220 A Shares, representing approximately 31.63%
of the total issued share capital of the Company, and is the controlling shareholder of the Company.
Accordingly, Anhui Transportation Holding Group is a connected person of the Company. Therefore, the
Proposed Acquisition constitutes a connected transaction of the Company which is subject to the reporting,
announcement and Proposed Acquisition LR Independent Shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

As at the Latest Practicable Date,

@) Anhui Transportation Holding Group holds 524,644,220 A Shares, representing approximately
31.63% of the total issued share capital of the Company; and

(ii)  Anhui Transportation Holding Group and parties acting in concert with it hold in aggregate
1,021,231,721 Shares (comprising 928,835,721 A Shares and 92,396,000 H Shares), representing
approximately 61.57% of the total issued share capital of the Company.

Immediately following completion of the Proposed Acquisition, on the basis that the Total Consideration
to be settled by way of issuance of Consideration Shares is RMB3,116,103,315, and assuming that (i) the
issue price is the Adjusted Issue Price and there will not be any further adjustments to the issue price of
the Consideration Shares of RMB6.64 per Consideration Share; and (ii) there will be no change in the total
issued share capital of the Company since the Latest Practicable Date save for the issue of the A Shares

pursuant to the Acquisition Agreement,

(1) the shareholding of Anhui Transportation Holding Group in the Company will increase to

approximately 46.71%; and

(ii)  the aggregate shareholding of Anhui Transportation Holding Group and parties acting in concert

with it in the Company will increase to approximately 70.05%.

Accordingly, upon completion of the Proposed Acquisition, pursuant to Rule 26.1 of the Takeovers
Code, Anhui Transportation Holding Group will be required to make a mandatory general offer for all the
securities of the Company not already owned or agreed to be acquired by Anhui Transportation Holding
Group and parties acting in concert with it, unless the Whitewash Waiver from strict compliance with Rule

26.1 of the Takeovers Code is obtained from the Executive.
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The Independent Board Committee (comprising all the independent non-executive Directors who have
no direct or indirect interest in the Proposed Acquisition and the Whitewash Waiver, namely Mr. Liu
Hao, Mr. Zhang Jianping and Ms. Fang Fang) has been formed in accordance with Chapter 14A of the
Listing Rules and Rule 2.8 of the Takeovers Code to advise the Proposed Acquisition LR Independent
Shareholders and the Takeovers Code Independent Shareholders on, among other things, on the Proposed
Acquisition (including, amongst others, the grant of the Proposed Acquisition Specific Mandate) and
the Whitewash Waiver. As each of Mr. Yang Xudong and Mr. Du Jian (each a non-executive Director)
holds certain position in China Merchants Highway Network Technology Holding Company Limited
(being a party presumed to be acting in concert with Anhui Transportation Holding Group), each of Mr.
Yang Xudong and Mr. Du Jian is not considered as independent for the purposes of giving advice or

recommendations to the Takeovers Code Independent Shareholders under the Takeovers Code.

We have been appointed, and approved by the Independent Board Committee, as the Independent
Financial Adviser. As at the Latest Practicable Date, we are not connected with the Directors, chief
executive, the supervisors or substantial shareholders of the Company or any of their respective associates
and concert parties and are therefore considered suitable to give independent advice to the Independent
Board Committee and the Proposed Acquisition LR Independent Shareholders and the Takeovers Code
Independent Shareholders. We were not aware of any relationships or interest between us and the
Company, Anhui Transportation Holding Group nor any other parties within the past two years that
could be reasonably be regarded as a hindrance to our independence to act as the Independent Financial
Adviser to the Independent Board Committee, the Proposed Acquisition LR Independent Shareholders
and the Takeovers Code Independent Shareholders in respect of the Proposed Acquisition (including the
grant of the Proposed Acquisition Specific Mandate and the approval of the Acquisition Agreement (as
supplemented by the Supplemental Agreement and the Compensation Agreement)), and the Whitewash

Waiver.

There was no other engagement between us and the Company or Anhui Transportation Holding Group
during the two years preceding the date hereof. Apart from normal professional fees payable to us by
the Company in connection with the current appointment of us as independent financial adviser, no
arrangement exists whereby we will receive any fees or benefits from the Company or the Directors, chief
executive, the supervisors or substantial shareholders of the Company or any of their respective associates
and concert parties, and we are not aware of the existence of or change in any circumstances that would
affect our independence. Accordingly, we consider that we are eligible to give independent advice on the
Proposed Acquisition (including the grant of the Proposed Acquisition Specific Mandate and the approval
of the Acquisition Agreement (as supplemented by the Supplemental Agreement and the Compensation

Agreement)), and the Whitewash Waiver.

— 88 —



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

BASIS OF OUR OPINION

In arriving at our recommendations, we have relied on the statements, information and representations
contained in the Circular and the information and representations provided to us by the Company, the
Directors and the management of the Company. We have assumed that all information, representations and
opinions contained or referred to in the Circular and all information and representations which have been
provided by the Company, the Directors and the management of the Company for which they are solely
and wholly responsible, are true and accurate at the time they were made and will continue to be accurate
as at the Latest Practicable Date and the Shareholders will be notified of any material changes to such
statements, information, opinions, representations and/or any change to the content of this letter as soon
as possible in accordance with Rule 9.1 of the Takeovers Code. We have no reason to doubt the truth,
accuracy and completeness of the information and representations provided to us by the management of

the Company.

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

would make any statement therein or the document misleading.

The Circular also includes particulars given in compliance with the Takeovers Code for the purpose
of giving information with regard to the Group. All the Directors jointly and severally accept full
responsibility for the accuracy of the information in this Circular and confirm, having made all reasonable
enquiries, that to the best of their knowledge, opinions expressed in this Circular have been arrived at after
due and careful consideration and there are no other facts not contained in this Circular, the omission of

which would make any of the statements in this Circular misleading.

We consider that we have been provided with sufficient information on which to form a reasonable
basis for our opinion. We have no reason to suspect that any relevant information has been withheld, nor
are we aware of any material facts or circumstances which would render the information provided and
representations made to us untrue, inaccurate or misleading. We consider that we have performed all
the necessary steps to enable us to reach an informed view and to justify our reliance on the information
provided so as to provide a reasonable basis for our opinion. We have not, however, carried out any
independent verification of the information provided by the Company, the Directors and the management
of the Company, nor have we conducted an independent investigation into the business and affairs of the
Group and any parties in relation to the Proposed Acquisition, the Proposed Acquisition Specific Mandate
and the Whitewash Waiver.
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This letter is issued for the information of the Independent Board Committee, the Takeovers Code
Independent Shareholders and the Proposed Acquisition LR Independent Shareholders solely in connection
with their consideration of the Proposed Acquisition, the Proposed Acquisition Specific Mandate and the
Whitewash Waiver. Except for its inclusion in the Circular, this letter is not to be quoted or referred to, in

whole or in part, nor shall this letter be used for any other purposes, without our prior written consent.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion in respect of the Proposed Acquisition and the Whitewash Waiver, we have

taken into consideration the following principal factors and reasons:

1. Background of the Proposed Acquisition

1.1 Background information on the Group

On 15 August 1996, the Company was established as a joint stock company in Anhui
province, the PRC. The Company’s H Shares are listed on the Main Board of the Stock
Exchange, while its domestic ordinary shares are listed on the Shanghai Stock Exchange.
It was the first highway company to be listed in Hong Kong and the only listed highway

company in Anhui province.

The Group is principally engaged in investment, construction, operation, and management of
toll expressways located within Anhui province. The Group obtains toll expressway assets
through investment and construction, acquisition, or cooperative operation. The Group
provides toll services for vehicles, charges vehicles toll fees according to the charging

standard, and maintains, repairs, and conducts safety maintenance for toll expressways.
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Financial performance of the Group

Set out below is a summary of financial information of the Group for the three years ended
31 December 2020, 2021 and 2022 as extracted from the Company’s annual reports (which
were prepared in accordance with Hong Kong Financial Reporting Standards) and for the
three months ended 31 March 2022 and 2023 as extracted from the Company’s 2023 first
quarterly report (which was prepared in accordance with China Accounting Standards for

Business Enterprises):

For the three months
For the year ended 31 December ended 31 March
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(audited) (audited) (audited) (unaudited) (unaudited)

Revenue 3,015,554 4,029,476 5,206,366 966,251 1,145,087

Gross profit 1,380,501 2,306,988 2,222,171 721,494 530,104

Profit for the year/period 815,255 1,543,113 1,415,624 404,834 478,671

As set out in the table above, the Group’s revenue increased significantly from RMB3,015.6
million for the year ended 31 December 2020 (“FY2020”) to RMB4,029.5 million for the
year ended 31 December 2021 (“FY2021”). In terms of profit, the Group’s net profit also
surged from RMB&815.3 million for FY2020 to RMB1,543.1 million for FY2021, representing
a growth of 89.3%. We note from the Company’s last three annual reports, and understand
from the management of the Company that the growth in the Group’s revenue and profit in
FY2021 was mainly due to the (i) increase in traffic volume of four of the main expressways
of the Group, namely Hening Expressway, Gaojie Expressway, Xuanguang Expressway
and Anqing Yangtze River Expressway Bridge; and (ii) toll exemption period of around 3
months during 17 February to 6 May 2020 implemented as required according to the Ministry
of Transport of the PRC in assisting the epidemic prevention and control work under the
COVID-19 outbreak which caused a significant drop in the Group revenue and profit during
FY2020.
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The Group’s revenue further increased from RMB4,029.5 million for FY2021 to RMB5,206.4
million for the year ended 31 December 2022 (“FY2022”), mainly due to the combined net
effect of:

1) an increase in revenue of RMB1,309.0 million from the construction or upgrade work
under service concessions as a result of the construction progress of Public-Private-

Partnership project of Xuanguang Expressway reconstruction and expansion; and

(ii)  a decrease in toll income of RMB154.7 million mainly because of the decrease in
traffic volume of Xuanguang Expressway, which was under reconstruction and

expansion work during FY2022.

The profit for the year of the Group dropped from RMB1,543.1 million for FY2021 to
RMB1,415.6 million for FY2022 primarily because of (i) the decrease of gross profit
generated from expressway business which is in line with the decrease in toll revenue; and (ii)

no gross profit generated from construction or upgrade work under service concessions.

The revenue of Group increased from RMB966.3 million for the three months ended 31
March 2022 (“3M2022”) to RMB1,145.1 million for the three months ended 31 March
2023 (“3M2023”) mainly due to the overall increase in traffic volume of the expressways
operated by the Group during the first quarter of 2023 because of the relaxation of epidemic
prevention policy. Net profit of the Group increased from RMB404.8 million for 3M2022 to
RMB478.7 million for 3M2023, represents an increase of 18.3%, which is in line with the

increase in revenue for the same period.
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Existing toll roads and bridges

Set out below is a summary of details of existing toll roads and bridges as extracted from the
Board Letter and the corresponding revenue contribution in FY2022 as extracted from the

Company’s annual report for FY2022:

Revenue

for the year

Remaining ended 31

operating December % to total

Interests term'  Length 2022 toll income

% years  kilometers RMB’000 %

1. Hening Expressway 100.0 8.38 134 1,197,057 31.6

2. New Tianchang Section of National Trunk 205 100.0 3.76 30 71,583 1.9

3. Gaojie Expressway 100.0 6.51 110 926,406 24.5

4. Xuanguang Expressway 55.5 532 84 544,333 14.4

5. Lianhuo Expressway Anhui Section 100.0 9.26 54 254,062 6.7

6.  Ninghuai Expressway Tianchang Section 100.0 9.22 14 113,021 3.0

7. Guangci Expressway 55.5 6.31 14 117,258 3.1

8. Ningxuanhang Expressway 51.0 Note 2 113 94,124 25

9. Anqing Yangtze River Expressway Bridge 100.0 10.75 6 336,807 8.9

10.  Yuewu Expressway Anhui section 100.0 22.71 46 133,370 35
Notes:

1. The remaining operating terms are calculated as of 31 March 2023 as set out in the Board

Letter.
2. Ningxuanhang Expressway (Anhui Section) is made up of three sections namely: Xuancheng

to Ningguo section, Ningguo to Qianqgiuguan section and Liqiao to Xuancheng section
with approximately 20.45 years, 22.73 years and 24.76 years of remaining operation term,
respectively.

As at 31 December 2022, the Group had been operating a total of ten expressways (i.e. the
toll roads and bridges as set out above). Among the expressways operated by the Group,
Hening Expressway, Xuanguang Expressway and Gaojie Expressway together accounted for
approximately 70.5% of the toll revenue for the year ended 31 December 2022 from these
ten expressways, with an average remaining concession period of approximately 6.74 years.
The average remaining concession period of all the ten expressways operated by the Group
is approximately 10.49 years, whereas the weighted average remaining concession period

weighted by the length of the expressways is 11.22 years.
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1.2

Anhui Transportation Holding Group

Anhui Transportation Holding Group is a state-owned enterprise established in the PRC and
is the controlling shareholder and a connected person of the Company holding approximately
31.63% of the Company’s issued share capital as at the Latest Practicable Date. Anhui
Transportation Holding Group is principally engaged in highway construction, planning,
design, control, technical consultation and ancillary services. Anhui Transportation Holding
Group owns the entire equity interest in the Target and is, in turn, directly under the

ownership of SASAC of Anhui Province as at the Latest Practicable Date.
Target Company

The Target Company is a limited liability company established in the PRC on 15 December
2022. The Target Company is principally engaged in the investment, operation and

management of the Liuwu Expressway in Anhui Province in the PRC.

The Target Company currently owns the concession rights of the Liuwu Expressway.
Liuwu Expressway opened to traffic on 28 December 2009. It starts from Dagudian (K@
JE) of Yeji District, Lu’an City (7S% 1 #4E[#), joining the Heliuye Expressway (5753
= /N B%), passing through several towns of Yaoli Town (HkZ=#1) in Yeji District, Liu’an
City (N% M BELER), as well as Baitafan (F13%0), Meishan (#111), Huaishuwan (#£4f
%), Gubei (7 f#), Nanxi (F§1%) and Banzhuyuan (BE/7[#) in Jinzhai County (4%&#%) from
northeast to southwest, and ending at Changling pass (f=4&F#) at the junction of Anhui
and Hubei provinces. The Liuwu Expressway connects to the Hubei section of the Lu’an-
Wuhan Expressway (7~ % % 5V = 20 B JLBL). The total chargeable mileage of the
Liuwu Expressway is 92.7 kilometers. Liuwu Expressway is designed as a two-way four-lane

expressway.

The financial information of the Target Company for the two financial years ended 31
December 2021 and 2022, and for the two months ended 28 February 2022 and 2023,

prepared in accordance with Hong Kong Financial Reporting Standard was as follows:

For the year ended 31 For the two months
December ended 28 February
2021 2022 2022 2023

RMB million RMB million RMB million RMB million
(audited) (audited)  (unaudited) (audited)

Net profit before taxation 344.8 289.8 54.4 57.0

Net profit after taxation 258.6 217.3 40.8 42.8
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The audited net asset value of the Target Company attributable to the owner of the equity
as at 31 December 2022 and 28 February 2023 were RMB2,737.5 million and RMB2,785.3
million, respectively. Upon completion of the Proposed Acquisition, the Target Company
will become a wholly-owned subsidiary of the Company and the financial information of the

Target Company will be consolidated into the consolidated financial statements of the Group.

Reasons for and benefits of the Proposed Acquisition

The Group is principally engaged in investment, construction, operation, and management of toll
expressways located within Anhui province. The Group obtains toll expressway assets through

investment and construction, acquisition, or cooperative operation.

As discussed in section 1.1 “Background information on the Group” of this letter, the average
remaining concession period of the toll expressways operated by the Group is approximately 10.49
years. The toll revenue generated from the top three expressways, namely Hening Expressway,
Gaojie Expressway and Xuanguang Expressway, accounted for approximately 70.5% of the
revenue generated from the ten expressways held by the Group in FY2022. The average remaining
concession period of these top three revenue generating expressways is approximately 6.74 years.
Liuwu Expressway has a remaining concession period of 16.75 years (as of 31 March 2023), and
hence by acquiring the Target Company to the expressways portfolio managed by the Group,
the average concession period of the Group’s portfolio will be extended upon completion of
the Proposed Acquisition. The Proposed Acquisition will allow the Group to maintain a pool of
healthy expressway assets and to expand its scale of operation in the Anhui Province, which in turn
facilitate the Group to enjoy the benefit from economies of scale and synergies amongst its existing
expressway assets. The Proposed Acquisition is expected to increase the total toll mileage of the
expressways operated by the Group by approximately 15.3%, from approximately 609 km to 702

km, and enhance the Group’s profitability accordingly.

The Directors believe that the Group can generate additional toll revenues from the Proposed
Acquisition by continue utilising its existing management team, equipment, and machinery for
maintenance. The Proposed Acquisition not only aligns with the Company’s development strategy,
but also facilitate synergy and better utilisation of its toll operation experience and advantages to

complement its existing network of expressways.
Shareholders are advised to refer to the section headed “Reasons for and benefits of Proposed

Acquisition and Proposed Non-public Issuance of A Shares” in the Board Letter set out in the

Circular for further details.
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Principal terms of the Acquisition Agreement and Supplemental Agreement

On 17 April 2023, the Company and Anhui Transportation Holding Group entered into the
Acquisition Agreement, pursuant to which the Company has conditionally agreed to purchase
and Anhui Transportation Holding Group has conditionally agreed to sell, the Target Assets, in
consideration of (i) the allotment and issuance of the Consideration Shares and (ii) the payment of
the Cash Consideration by the Company to Anhui Transportation Holding Group. On 20 June 2023,
the Company and Anhui Transportation Holding Group further entered into (i) the Supplemental
Agreement, pursuant to which, among other things, the final consideration for the Proposed
Acquisition and the number of the Consideration Shares proposed to be issued have been negotiated
and determined by the relevant parties; and (ii) the Compensation Agreement, pursuant to which,
Anhui Transportation Holding Group undertakes to provide performance guarantees and related

compensation in respect of the Target Assets.

Set out below is a summary of the key terms of the Acquisition Agreement, the Supplemental

Agreement and the Compensation Agreement. For more details, please refer to the Board Letter.

The Acquisition Agreement (as supplemented by the Supplemental Agreement)

Date: 17 April 2023 (as supplemented by the Supplemental Agreement
on 20 June 2023)

Parties: (I)  the Company, as purchaser; and

(2)  Anhui Transportation Holding Group, as vendor

Subject matter: Pursuant to the Acquisition Agreement, the Company has
conditionally agreed to purchase and Anhui Transportation
Holding Group has conditionally agreed to sell, the Target Assets,
being 100% of the equity interests in the Target Company, at
the Total Consideration, of which (i) 85% shall be settled by the
allotment and issuance of the Consideration Shares and (ii) 15%
shall be settled by the payment of the Cash Consideration by the
Company to Anhui Transportation Holding Group.

Consideration: According to the Asset Valuation Report issued by China United,
which have been approved by and filed with the authorised entity
of the competent state-owned assets supervision and administrative
authorities, the appraised value of the Target Assets as at the
Valuation Benchmark Date, which were primarily determined
based on the income approach, is RMB3,661,003,900.
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Issue of Consideration

Shares:

Upon arms’ length negotiations between the parties taking into
account the appraised value of the Target Assets under the
Asset Valuation Report of RMB3,661,003,900 and the paid-
up registered capital of the Target Company of RMB5,000,000
which was paid by Anhui Transportation Holding Group to the
Target Company subsequent to the Valuation Benchmark Date,
the parties have agreed that the final Total Consideration shall be
RMB3,666,003,900.

The Total Consideration shall be settled: (i) 85% by the allotment
and issuance of the Consideration Shares; and (ii) 15% by the
payment of the Cash Consideration, by the Company to Anhui
Transportation Holding Group. Accordingly, on the basis that the
Total Consideration is RMB3,666,003,900, RMB3,116,103,315
shall be settled by way of allotment and issuance of the
Consideration Shares while RMB549,900,585 shall be settled by

way of payment of Cash Consideration.

The final consideration of the Proposed Acquisition will be settled
partially by the allotment and issuance of the Consideration
Shares by the Company to Anhui Transportation Holding Group.
The Original Issue Price of the Consideration Shares shall be
RMB7.19 per Consideration Share, representing not less than 80%
of the average trading prices of the A Shares for the 20, 60 or 120
trading days prior to the Pricing Benchmark Date of 18 April 2023

(rounded up to the nearest two decimal places).

During the period between the Pricing Benchmark Date and the
date of issue of the Consideration Shares, in case of any ex-rights
or ex-dividends events of the Company such as distribution of
cash dividends, bonus issues, rights issues, allotment of shares,
conversion of share premium into share capital or capitalisation
issues, the issue price of the Consideration Shares will be adjusted

in accordance with the relevant PRC laws and regulations.
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The Company has declared its final dividend for the year ended
31 December 2022 on 31 March 2023, which was approved by the
shareholders at the annual general meeting of the Company on 9
June 2023. Anhui Transportation Holding Group and the Company
have agreed that the issue price of the Consideration Shares is
adjusted to RMB6.64 per Consideration Share (the “Adjusted
Issue Price”) in accordance with the formula for distribution of

cash dividend.

On the basis that the portion of the final Total Consideration for
the Proposed Acquisition to be settled by the Consideration Shares
Issuance is RMB3,116,103,315 and assuming the final issue price
of the Consideration Shares is the Adjusted Issue Price (being
RMB6.64 per Consideration Share), the number of Consideration
Shares to be issued by the Company to Anhui Transportation
Holding Group is 469,292,667 A Shares.

The final number of Consideration Shares to be issued by the
Company to Anhui Transportation Holding Group shall be
subject to the approval by the Shanghai Stock Exchange and
registration with the CSRC. Pursuant to the relevant PRC laws
and regulations, such approval by Shanghai Stock Exchange and
registration with CSRC will only be obtained after the approval
of the Proposed Acquisition at the EGM and (if applicable)
the Class Meetings. Where adjustment will be required by the
Shanghai Stock Exchange and the CSRC, it is expected that there
will be downward (but not upward) adjustment to the number
of Consideration Shares to be issued by the Company to Anhui
Transportation Holding Group and further announcement(s) will

be made by the Company.
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Lock-up period:

Anhui Transportation Holding Group has undertaken that it shall
not transfer any of the Consideration Shares within 36 months
from the date of issue of the Consideration Shares (save for any
transfer between entities controlled by the same beneficial owner),
provided that if Anhui Transportation Holding Group is required
to return the Consideration Shares to the Company pursuant to
any performance guarantee and compensation arrangements which
may be agreed between Anhui Transportation Holding Group and
the Company in connection with the Proposed Acquisition, and
such return has not been completed within the aforesaid 36 months
lock-up period, the lock-up period shall be extended to the date on
which the return of Consideration Shares by Anhui Transportation

Holding Group to the Company is completed.

In the event that (i) the closing prices of the A Shares for twenty
(20) consecutive trading days within six months following the
completion of the Consideration Share Issuance or (ii) the closing
price of the A Shares as at the end of the six-month period
following completion of the Consideration Share Issuance is below
the issue price of the Consideration Shares, the lock-up period will

be automatically extended for six months.
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The Compensation Agreement

Date:

Parties:

Performance Compensation

Assets:

Performance Compensation

Period:

Compensation arrangements:

20 June 2023

(I)  the Company; and

(2)  Anhui Transportation Holding Group

According to the Asset Valuation Report, the appraised values of
the Target Assets, being the Performance Compensation Assets,
were determined based on the income approach with reference
to the discounted cash flow method which involves projection of
future cash flow attributable to such Performance Compensation
Assets from 1 January 2023 to 27 December 2039 (being the end
date of the concession right of the Liuwu Expressway owned by

the Target Company).

Pursuant to the requirements of the Administrative Measures for
Material Asset Restructuring and other relevant PRC laws and
regulations, Anhui Transportation Holding Group undertakes
to provide performance guarantees and related compensation
in respect of the Performance Compensation Assets based on
the future estimated profit attributable to such Performance

Compensation Assets in the Asset Valuation Report.

The Performance Compensation Period shall be three consecutive
financial years commencing from (and including) the year in

which the Completion takes place.

Compensation for performance guarantees

Anhui Transportation Holding Group undertakes that the future
realised net profit of Performance Compensation Assets during
each year of the Performance Compensation Period shall not be
lower than the respective estimated net profit for that relevant year

as set out in the Asset Valuation Report.
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Maximum amount of

compensation:

Upon the expiry of each financial year during the Performance
Compensation Period, the Company shall select and engage a
qualified accounting firm to conduct audit on the Target Company
and issue a specific audit opinion. If the audited net profit of the
Performance Compensation Assets is lower than the corresponding
guaranteed amount as set out for the financial year, Anhui
Transportation Holding Group shall compensate the Company
for an amount to (calculated in accordance with the formula as
detailed in the Board Letter) through return of the Consideration

Shares, being the Compensation Shares.

Compensation for impairment

Upon the expiry of the Performance Compensation Period, the
Company shall select and engage a qualified accounting firm to
carry out impairment test on the Performance Compensation Assets

and issue a corresponding impairment test report.

If the amount of impairment of the Performance Compensation
Assets as at the end of the Performance Compensation Period is
larger than the total amount of performance compensation paid by
Anhui Transportation Holding Group to the Company during the
Performance Compensation Period (if any), Anhui Transportation
Holding Group shall compensate the Company for an amount
(calculated in accordance with the formula as detailed in the Board
Letter) through return of the Consideration Shares, being the

Compensation Shares.

Cash Compensation

In the event that the Consideration Shares is insufficient to settle
the compensation payable to the Company under the Compensation
Agreement, Anhui Transportation Holding Group shall pay such
shortfall in cash. The cash amount to be paid to the Company shall

be determined in accordance with the formula below:

The parties agree that the maximum amount of compensation
to be made by Anhui Transportation Holding Group to the
Company under the Compensation Agreement shall not exceed
the Total Consideration of the Proposed Acquisition (being
RMB3,666,003,900).
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3.1

3.2

Final consideration of the Proposed Acquisition

As stated in the Acquisition Agreement, the final consideration for the Proposed Acquisition
will be determined after arm’s length negotiations between the parties with reference to the
appraised value of the Target Assets set out in the Asset Valuation Report, subject to the
report being filed with or confirmed by the competent state-owned assets supervision and
administrative authorities, and will be confirmed by way of entering into the Supplemental

Agreement.

On 20 June 2023, the Company and Anhui Transportation Holding Group entered into the
Supplemental Agreement, pursuant to which, among other things, the final consideration
for the Proposed Acquisition and the number of the Consideration Shares proposed to be
issued have been determined by the parties. The parties have agreed that the consideration
for transfer of 100% equity interest in each of the Target Company shall be equivalent
to the appraised value of the Target Company as set out in the Asset Valuation Report,
plus the paid-up registered capital of the Target Company of RMBS5,000,000 which was
paid by Anhui Transportation Holding Group to the Target Company subsequent to the
Valuation Benchmark Date, the final consideration for the Proposed Acquisition shall be
RMB3,666,003,900.

Our assessment of fairness and reasonableness of the consideration

To evaluate the fairness and reasonableness of the consideration to be made according to
the Acquisition Agreement (as supplemented by the Supplemental Agreement), we have
considered the Target Assets’ valuation information provided in the Asset Valuation Report
and the traffic study report provided by the PRC Qualified Traffic Consultant, and our

analysis, which are set out below:

1. Asset Valuation Report

Qualification and experience of China United

We have reviewed and enquired the qualification and experience of China United
who conducted the valuation of the Target Company. We have (i) reviewed their
engagement mandate as well as the terms of engagement (including their scope
of work); (ii) reviewed and enquired the qualification and experience of China
United; (iii) conducted an interview with China United in relation to its expertise
and inquiry regarding any current or prior relationships with the Group, Anhui
Transportation Holding Group, and core connected persons of either the Group or
Anhui Transportation Holding Group; and (iv) reviewed and discussed with China

United in relation to its past and similar experience on toll road valuation. According
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to our work performed as mentioned above, we understand that (a) China United is
an established appraisal firm with over 28 years of experiences in acting as an asset
appraisal valuer. The valuation project is managed by Mr. Yue Fuqgiang of China
United, the responsible person of the valuation project, who possessed over 20 years
of experience in asset appraisal industry and participated or lead asset appraisal
projects toll road project valuation and had participated in relevant valuations in the
PRC before; (b) China United had extensive experience in undertaking appraisals and
has completed over five toll road valuation projects in the past three years; (c) China
United is recognized by the SASAC as a qualified asset appraisal company in the PRC
according to our checking of the website of the SASAC and (d) China United is a third
party independent of the Company and Anhui Transportation Holding Group and their

respective core connected persons.

Furthermore, we have reviewed their terms of the engagement (including their scope
of work) which we are of the view that their scope of work is appropriate. China
United also confirms that they are not aware of any limitations on the relevant scope
of work. Further, as advised by China United, the Company and the parties to the
Proposed Acquisition have not made formal or informal representation to them that
contravenes with their understanding on the information, to a material extent, as set
out in the Asset Valuation Report. Thus, we consider that China United is qualified
and possesses sufficient relevant experience in conducting the valuation of the Target

Company.

Valuation methodology adopted by China United

We have obtained and reviewed the Asset Valuation Report, which are outlined in
Appendix V to the Circular. As discussed with China United, we understand that the
Asset Valuation Report were prepared in accordance with the PRC valuation standard
and the Asset Valuation Report has a validity period of one year from the Valuation
Benchmark Date. In respect of the valuation methodology, China United considered
three widely-used approaches: the asset-based approach, income approach, and market
approach, in accordance with the PRC valuation standard. China United advised that
the market approach was not appropriate for valuing the Target Company, given that
(i) there is no listed companies matching the unique characteristics of the Target
Company (including but not limited to operation model, asset scale, operating results
and concession terms and geographical location of the expressways being operated);
and (ii) the limited access to information for transaction of expressways with similar
characteristics in PRC, and it is difficult to reasonably quantify the impact of the
above factors on the valuation. Therefore, the market approach was not adopted for
the valuations. The income approach, which appraises the enterprise value through

capitalising or discounting the expected free cash flow of the valuation target in
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the future, was used because the Target Company is profitable and future financial
performance can be projected reasonably as Liuwu Expressway has an operation
track record of over 13 years, as advised by China United. Thus, the income approach
was used in the valuations. China United also advised that the asset-based approach,
which reasonably evaluates the values of each identifiable asset and liability item to
determine the value of the appraised entity, was also considered in the valuations, as
advised by China United.

We have obtained and reviewed the Asset Valuation Report and we note that China
United has considered both asset-based approach and the income approach in the
valuations. We understand that the result derived by using the income approach is
adopted by China United as the final valuation conclusions. Regarding the income
approach, we noted that it is commonly adopted in the business valuation for valuation
subject with supportable operating profit and cash flow forecasts such as mining
companies, investment properties with long term foreseeable rental agreements, as
well as expressway companies or other public utilities with reasonable operating
contractual arrangements. We have further enquired with China United on the
rationale and we are given to understand that as a future stable growth from operation is
expected for of the Target Company, and income approach is able to directly capture
and incorporate such information about the future economic benefits contributed by
the business operation of the Liuwu Expressway, the valuation as derived from the
income approach is more comprehensive and accurate. As such, we concur with the
view of China United that the adoption of income approach for the valuation of the

Target Company is fair and reasonable.

Valuation bases and assumptions

We further discussed with China United in respect of the Asset Valuation Report to
understand the major valuation parameters and assumptions (including toll traffic

volume and revenue, cost of services, discount rate, etc.) and China United’s work-

done in arriving at the valuation.
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A. Toll traffic volume and revenue

To determine the valuation of the Target Assets, China United relied on the
traffic study report, which includes projections for toll traffic volume and
revenue for the Liuwu Expressway during its remaining concession period as
of 31 December 2022, which is from 1 January 2023 to 27 December 2039. To
understand the relevant assumptions used in the valuation, we (i) discussed the
major projection items provided by the PRC Qualified Traffic Consultant with
China United and reviewed them, including but not limited to the forecast of
toll traffic volume, toll revenue and toll road policy; (ii) reviewed the forecast
projection adapted by China United, which is prepared by the management
of the Company; (iii) reviewed the Target Company’s historical financial
information for the three years ended 31 December 2022, and the two months
ended 28 February 2023; and (iv) reviewed the underlying documents showing
the concession period of the Liuwu Expressway. We cross-checked and
compared the forecast toll revenue (before value-added tax and business tax)
used in the valuation against the traffic study report and found no variance.
Based on the above work performed, we are not aware of any factors that would
cause us to doubt the fairness and reasonableness of the assumptions of the toll

traffic volume and revenue projection adopted by China United.

B. Cost of sales

According to the Valuation Report, cost of sales comprises mainly depreciation
and amortisation, overhaul cost, staff costs and repair and maintenance fee.
We noted that depreciation and amortisation attribute to the majority of the
cost of sales and mainly represent depreciation of the land and building of the
expressway calculated based on the historical construction costs using straight-
line deprecation method. Such amounts are excluded from the projected cash
flow for discounting under the income method as they are non-cash expenses.
We have also reviewed the estimation of overhaul cost, which is another key
component of the cost of sales. Based on our discussion with the management,
we noted that it is based on the historical overhaul cost which was generally
in a growth trend and a growth rate of approximately 5% was adopted based
on the historical compound annual growth rate of the overhaul cost in the past
five years of 4.8%, which we consider to be reasonable as it averages out the

fluctuations and is comparable to the historical growth rate.
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C. Discount rate

We discussed with China United regarding the estimation of discounted future
free cash flow to the equity (“FCFE”) that the Target Company will generate.
We noted that discounted FCFE is used for the estimation of the equity value
of the Target Assets as the Target Company is interest bearing debt-free. The
discount rate used to calculate the present value of the FCFE is the required
rate of return on equity for the Target Company, which is determined by using
the Capital Asset Pricing Model (“CAPM”). We understood that the CAPM
technique is widely accepted for the purpose of estimating required rate of
return on equity. To arrive at the required rate of return on equity for the Target
Company, China United has taken into account the following factors: (i) the
risk-free rate, (ii) the market risk premium, (iii) the beta and (iv) the asset
specific risk premium.

China United adopted 2.84% as risk free rate, which was determined with
reference to yield of 10-year China Government Bond according to the data
published by China Central Depository & Clearing Co., Ltd as at the valuation
date of 31 December 2022. We performed checking on the data published on
the website of the People’s Bank of China for the yield rates of 10-year China
Government Bond and it is consistent with the rate adopted by China United.
Therefore, we consider the risk free rate of 2.84%, which China United adopted,
to be justifiable.

We noted from “Country Risk Premiums” updated by Aswath Damodaran, Ph.D
(being a professor of finance at New York University Stern School of Business
and an authoritative source of country risk premium as per our understanding) in
January 2023, market risk premium of the PRC was 7.16% (calculated based on
relevant sovereign credit rating) or 7.05% (calculated based on spread of relevant
credit default swaps). We have also checked another European source for corporate
finance valuation (http://www.market-risk-premia.com/cn.html) published by
the Fenebris Expert Circle, which are formed by experienced European experts
in the field of corporate finance and business valuation advisory; and, as per
our understanding, is one of the commonly used sources by business valuation
professionals, and their market risk premium for PRC is approximately 5.61% for
December 2022. Alternatively, we considered the direct calculation method of the
market risk premium in the CAPM model, which is the difference between the
equity market return and the risk free rate. Based on the 10-year average market
return of Shanghai Securities Composite Index of 6.93% as at the valuation date
of 31 December 2022 and the risk free rate of 2.84% as mentioned above, the
implied market risk premium is 4.09%. Given the market risk premium of 6.73%
adopted by China United in the Asset Valuation Report is (i) higher than the
market risk premium calculated by the above direct calculation method; (ii) higher
than the market risk premium from the European source; and (iii) comparable to
the estimated equity market risk premium from Dr. Damodaran’s source, we are
of the view that the market risk premium adopted in the Asset Valuation Report is
reasonable.
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In arriving at the beta, based on our review of the list of comparable companies
as stated in the Asset Valuation Report, and as ascertained by China United,
we noted that China United has identified 6 companies which are listed on
the Shanghai Stock Exchange or the Shenzhen Stock Exchange; and are
principally engaged in expressway operation in the PRC (the “Beta Reference
Companies”). In the course of our discussion with China United, we were given
to understand that the Beta Reference Companies are selected, based on the
financial information in their respective annual reports for FY2022 and company
information as at 31 December 2022 (i.e. the Valuation Benchmark Date), using
the following criteria: (i) are located in the PRC and listed on the Shenzhen Stock
Exchange or the Shanghai Stock Exchange for more than 5 years with proper
operational record; (ii) are principally engaged in expressway operation in the
PRC with more than 60% of total revenue generated from expressway operation
business; and (iii) operate in a comparable scale as the Target Company. Apart
from discussing with China United as detailed above, we have, on a best effort
basis, conducted an independent background check on the Beta Reference
Companies, and noted that the Beta Reference Companies represent an exhaustive
list based on the aforementioned selection criteria adopted by China United in the
Asset Valuation Report. We also consider that the selection criteria of the Beta
Reference Companies are reasonable and appropriate for the calculation of the
beta based on the fact that (i) the Target Company operates in PRC which is the
same as the Beta Reference Companies; (ii) the Beta Reference Companies (i.e.
with more than 60% of their total revenue generated from expressway operation)
were of similar business operation as the Target Company, which generated
revenue solely from expressway operation from FY2020 to FY2022. As referred
to in the Asset Valuation Report, the beta adapted in deriving the discount rate of
the Target Company is 0.6929, which is the average unlevered beta of the Beta
Reference Companies (i.e. after taking out the effect of financial leverage of each

the companies) as the Target Company is interest bearing debt-free.

Regarding the asset specific risk premium, 1.5% was used by China United after
taken into account of the relative size of the Target Company, stability of future
profitability, and other qualitative attributes of the Target Company in order to
account for non-systematic risk inherent to the Target Company. In assessing
the reasonableness of the asset specific risk premium used, we have, among
other things, (i) reviewed the evaluation of aforementioned qualitative attributes
of the Target Company prepared by China United; (ii) discussed with China
United on the key factors considered and understood that the asset specific
risk premium was set at 1.5%, according to their experience and judgement,
after primarily considered that (i) the Target Company operated in a relatively
smaller scale compared to the Beta Reference Companies; and (ii) the Target
Company’s forecast is relatively robust and stable, and we considered the asset

specific risk premium adopted by China United to be reasonable.
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Based on the above and information and documents in respect of the Asset
Valuation Report provided to us by China United and having considered China
United’s qualification and experience, we did not identify any major factors
which had caused us to doubt the fairness and reasonableness of the principal

bases and assumptions adopted for the Asset Valuation Report.

Having also considered (i) our due diligence work on China United in respect
of the Asset Valuation Report; (ii) the Rule 14.62 of Listing Rules requirement;
(iii) that the Company’s financial adviser is of the opinion that the discounted
cash flow forecast, for which the Directors are solely responsible, has been
made after due and careful enquiry, we consider that the principal bases and

assumptions adopted for the Asset Valuation Report are fair and reasonable.
Traffic study report

We are given to understand that the traffic study report was prepared and provided
in support of the valuation of the appraised value of the Target Assets, to serve as
a reference for the projection of the traffic volume and toll revenue of the Liuwu
Expressway for the period from 1 January 2023 to 27 December 2039. CHELBI
Engineering Consultants, Inc.* (¥4 T &4 FR/AF]), the PRC Qualified Traffic
Consultant, has been engaged by the Company to conduct an independent research and

prepare the aforesaid traffic study report.
Qualitication and experience of the PRC Qualified Traffic Consultant

In order to assess the expertise and independence of the PRC Qualified Traffic
Consultant, we have (i) reviewed the engagement letter between the PRC Qualified
Traffic Consultant and the Company for the terms of engagement (including scope of
work) of the traffic study of the Liuwu Expressway; (ii) conducted an interview with
the PRC Qualified Traffic Consultant to understand its experience, its relationship
with the Company and the projection methodologies; (iii) discussed with the PRC
Qualified Traffic Consultant about its previous experiences on traffic consulting
projects; and (iv) reviewed the qualification of the PRC Qualified Traffic Consultant.
Based on our work performed as mentioned above, we understand that (a) the PRC
Qualified Traffic Consultant is an experienced consultant in the traffic study for the
PRC’s infrastructure with more than 38 years of professional experience and the team
prepared the traffic study report has completed 29 traffic consulting projects including
experience in traffic volume and toll revenue projection in the past three years; (b)
the PRC Qualified Traffic Consultant has confirmed that it is an independent third
party of the Company, Anhui Transportation Holding Group, and their core connected

persons; (c) the scope of work of their engagement is appropriate and suitable for the
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preparation of the traffic study report; and (d) the PRC Qualified Traffic Consultant
has Engineering Consulting Qualification Class A (LFEFE#0 B0 H R E(E)
qualification issued by the Institute of Engineering Consulting of China* (72 T#£ 5%
Eﬁl%’;@) As such, we are not aware of any matters that could cause us to have doubts

on the expertise and independence of the PRC Qualified Traffic Consultant.
Methodologies and assumptions

We have reviewed and discussed with the PRC Qualified Traffic Consultant about
the traffic study report on the bases, assumptions and methodologies adopted to
estimate the traffic volume and toll revenue of the Liuwu Expressway for the period
from 1 January 2023 to 27 December 2039. We note that the PRC Qualified Traffic
Consultant has (i) collected economic data (primarily gross domestic product data
from year 2013 to 2022) of Anhui and Hubei Province, and Liuan and Macheng City,
which are the two cities located at the end of the Liuwu Expressway and researched
the future development plan in the above provinces and cities; (ii) obtained historical
traffic data (for example, traffic volume, types of vehicles, toll revenue) of the
Liuwu Expressway; (iii) analysed the data in (i) and (ii) above; and (iv) built a traffic
model to estimate the future expected traffic volume and toll revenue of the Liuwu
Expressway, which based on our understanding, historical trends of economic data
and traffic data were both considered by the PRC Qualified Traffic Consultant in
formulating the projection and we consider that it is reasonable and consistent with the

industry practice as per referencing disclosure of transactions of similar nature.

In estimating the traffic volume and toll revenue of the Liuwu Expressway, we noted
that the PRC Qualified Traffic Consultant has considered (i) the existing traffic
flow patterns; (ii) the historical traffic data for the period from 2010 to 2022 of the
Liuwu Expressway; (iii) the toll rate of each type of vehicle is based on the official
toll rate issued by the Anhui Government on 30 December 2019; and (iv) the future
development plan and outlook of the surrounding transportation network. In addition,
we understand from the PRC Qualified Traffic Consultant that they have also
considered the potential competition factors in relation to the future development of
transportation network (including expressways and railways) surrounding the Liuwu
Expressway and the government toll policies in the future traffic projection of the
Liuwu Expressway. As stated in the traffic study report, the PRC Qualified Traffic
Consultant adopted the “four-stage method” in estimating the traffic volume and toll
revenue. Based on our independent research, we noted that “four-stage method” is
the most common methodology adopted in traffic reports and consider the usage of
this approach reasonable. We further noted that year 2021 is used as the base year for
making the projection. This is because the PRC Qualified Traffic Consultant is of the
view that the traffic data for year 2022 was distorted due to the implementation of

stringent COVID-19 pandemic control measures in different areas of Anhui Province.
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As such, traffic data from this “one-off” reduction in traffic volume in 2022 is not
suitable for the estimation of future traffic volume. Instead, the PRC Qualified Traffic
Consultant used the traffic data for year 2021 as the base year for the estimation of
traffic volume and toll revenue for 2023 to 2039. Based on our review of the historical
traffic volume of Liuwu Expressway, as (i) the increase in traffic volume in 2021
compared to 2019 followed the overall increasing trend of traffic volume of Liuwu
Expressway from 2010 to 2019; and (ii) year 2021 is a more recent and reliable data
source for the projection given year 2022 is statistically considered an “outlier” from
an economic assessment perspective, we consider that year 2021 is suitable to be used

as a base year for the projections.

With regards to the toll rates, fixed toll rates at prevailing level with a toll discount for
electronic toll collection (“ETC”) users at an effective rate based on historical data
are assumed over the forecast period without taking account into inflation, etc. We
have (i) discussed with the PRC Qualified Traffic Consultant the determining factors
to use fixed toll rates with a toll discount over the forecast period, such as historical
toll rate policy and ETC discount policy in Anhui; and (ii) reviewed the historical toll
rate changes of the Target Expressway. We are also aware of the fact that pursuant
to the “Implementation Plan of Preferential Toll Rate in Anhui Province”* ((Z#(H
R RN B 25 B W B /7 %)), trucks with Anhui electronic payment cards will
be entitled to a 15% discount on toll rate from 1 January 2021 to 31 December 2023.
Despite the uncertainty as to whether the abovementioned preferential toll fee policies
would be continued throughout the Concession Period, China United had assumed
the continuation of existing preferential policies for the sake of prudence in assessing
the Valuation, which the Directors considered to be fair and reasonable. We are of
the view that the inclusion of the above assumption provides a more prudent view
on the valuation of the Target Assets, which is in the interests of the Company and
the Shareholders as a whole. In view of the uncertainty on toll rate policy and ETC
discount policy changes and the trend of toll rates cannot be predicted as the toll rates
policy are developed by the provincial government according to the specifics standards
established by the Ministry of Transport of the PRC, we concur with the PRC
Qualified Traffic Consultant that the abovementioned assumptions are reasonable.

The PRC Qualified Traffic Consultant has advised that the underlying assumptions
and the forecast procedures adopted in the traffic study report are commonly used in

its previous relevant traffic projects in the PRC.

Based on our interview with the PRC Qualified Traffic Consultant and our review of
the traffic study report, we have not identified any major issues that would cause us to
doubt the fairness and reasonableness of the bases, assumptions, and methodologies
applied in the traffic study report. As such, we are of the opinion that the traffic study
report provides a fair and reasonable basis for the preparation of the Asset Valuation

Report.
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3.3 Assessment on the fairness and reasonableness on the issue price of the Consideration

Shares

The final consideration of the Proposed Acquisition will be settled (i) 85% by the allotment
and issuance of the Consideration Shares; and (ii) 15% by the payment of the Cash
Consideration. As stated in the Board Letter, the Original Issue Price of the Consideration
Shares shall be RMB7.19 per Consideration Share. According to the Acquisition Agreement
(as supplemented by the Supplemental Agreement), during the period between the Pricing
Benchmark Date and the date of issue of the Consideration Shares, in case of any ex-
rights or ex-dividends events of the Company such as distribution of cash dividends, bonus
issues, rights issues, allotment of shares, conversion of share premium into share capital
or capitalisation issues, the issue price of the Consideration Shares will be adjusted in
accordance with the relevant PRC laws and regulations. As set out in the Announcement,
the Company declared its final dividend for the year ended 31 December 2022 on 31 March
2023, which was then subject to shareholders’ approval at the upcoming annual general
meeting of the Company. Given that such dividend declaration has been approved by the
Shareholders as at the date of this circular, Anhui Transportation Holding Group and the
Company has agreed that the issue price of the Consideration Shares shall be adjusted to the
Adjusted Issue Price (i.e. RMB6.64 per Consideration Share) in accordance with the relevant
PRC laws and regulations based on the formula for distribution of cash dividend as set out in

the Announcement.

Pursuant to the stipulations in the Administrative Measures for Material Asset Restructuring,
the price at which a listed company issues new shares shall not be lower than 80% of the
market reference price. The market reference price is made reference to one of the average
trading prices of the company’s stocks on the 20 trading days, 60 trading days, or 120
trading days immediately before the announcement of the board of directors’ resolution for
the issuance of shares to the acquisition of assets, which can be the lowest among the above
three average trading prices. We noted that the Original Issue Price is higher than 80% of the
average trading price of the A Shares of the Company of 20 trading days, 60 trading days,
and 120 trading days prior to the Pricing Benchmark Date, which are RMB7.10, RMB6.64
and RMB6.13 per Consideration Share, respectively. The issue price of the Consideration
Shares is therefore in compliance with the Administrative Measures for Material Asset

Restructuring.
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To assess the fairness and reasonableness of the issue price of the Consideration Shares, we
have compared the Original Issue Price and the Adjusted Issue Price with reference to the
historical closing prices of the A Shares. We have reviewed the share price performance
from 17 April 2022, being the 12-month period prior to the Last Trading Day, and up to
21 July 2023, being the Latest Practicable Date (the “Review Period”). We consider that
the Review Period is adequate to illustrate the Share price performance for conducting a
reasonable comparison between the closing price of the Shares, the Original Issue Price of
the Consideration Shares and the Adjusted Issue Price. The chart below illustrates (i) the
daily closing price per A Share; (ii) the daily closing price per H Share; (iii) the Original Issue
Price for the Consideration Shares from 17 April 2022 to 12 June 2023 (i.e. the day before
ex-dividend date of final dividend for the year ended 31 December 2022 (the “Ex-dividend
Date”)); and (iv) the Adjusted Issue Price from 13 June 2023 (i.e. the Ex-dividend Date) to
the Latest Practicable Date.
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For illustrative purposes, the Original Issue Price represents:

1) a premium of approximately 3.8% to the closing price of the H Shares of HK$7.90 per
H Share for the last trading day immediately prior to the Pricing Benchmark Date;

(ii) a premium of approximately 5.1% to the average closing price of approximately
HK$7.81 per H Share for the last five consecutive trading days immediately prior to
the Pricing Benchmark Date;

(iii) a premium of approximately 5.4% to the average closing price of approximately
RMB7.78 per H Share for the last 30 consecutive trading days immediately prior to
the Pricing Benchmark Date;
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(iv)

(v)

(vi)

a discount of approximately 19.5% to the closing price of the A Shares of RMB8.93
per A Share for the last trading day immediately prior to the Pricing Benchmark Date;

a discount of approximately 16.2% to the average closing price of approximately
RMBS.58 per A Share for the last five consecutive trading days immediately prior to
the Pricing Benchmark Date;

a discount of approximately 17.5% to the average closing price of approximately
RMBS.71 per A Share for the last 30 consecutive trading days immediately prior to
the Pricing Benchmark Date;

For illustrative purposes, the Adjusted Issue Price represents:

()

(i1)

(iii)

(iv)

(v)

(vi)

Note:

a premium of approximately 5.5% to the closing price of HK$7.18 per H Share on the
Latest Practicable Date.

a premium of approximately 6.4% to the average closing price of approximately
HK$7.12 per H Share for the last five consecutive trading days immediately prior to
and including the Latest Practicable Date;

a premium of approximately 1.5% to the average closing price of approximately
HK$7.46 per H Share for the last 30 consecutive trading days immediately prior to and
including the Latest Practicable Date;

a discount of approximately 28.0% to the closing price of RMB9.22 per A Share on
the Latest Practicable Date.

a discount of approximately 31.1% to the average closing price of approximately
RMB9.64 per A Share for the last five consecutive trading days immediately prior to
and including the Latest Practicable Date;

a discount of approximately 35.2% to the average closing price of approximately
RMB10.24 per A Share for the last 30 consecutive trading days immediately prior to
and including the Latest Practicable Date;

As Original Issue Price is determined before taking into account of the effect of payment of
final dividend for FY2022, Original Issue Price and closing prices after ex-dividend date are not
comparable and are not presented in the above illustration. Comparison between Adjusted Issue
Price and closing prices before ex-dividend date are not presented in the above by the same
reason.
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Since the commencement of the Review Period up to the day of the publication of the
Announcement, the Original Issue Price (i.e. RMB7.19 per Consideration Share) and the
Adjusted Issue Price (i.e. RMB6.64 per Consideration Share) of the Consideration Shares
of is in the range of the closing price of A Share, which fluctuated between RMB6.34 per A
Share and RMB9.13 per A Share with an average of RMB7.38 per A Share. Besides, during
the same period, closing prices of H Shares of the Company fluctuated between HK$4.93 and
HK$8.07 (equivalent to RMB4.48 and RMB7.10 per H Share, with an average closing price
of approximately HK$6.36 (equivalent to RMB5.56) per H Share. After the publication of the
Announcement, the closing prices of A Share and H Share both surged and reached as high
as RMB11.40 per A Share and HK$8.89 (equivalent to RMB7.83) per H Share in May 2023,
respectively. We also noted that the Original Issue Price is approximately the same as the net
assets per share attributable to the Shareholders (“NAYV per Share”) prepared in accordance
with China Accounting Standards for Business Enterprises (“CAS”) of approximately
RMB7.19 per Share based on the latest audited results of the Company as at 31 December
2022 and represents a discount of approximately 0.3% over the NAV per Share prepared in
accordance with of Hong Kong Financial Reporting Standards of approximately RMB7.21
per Share based on the latest audited results of the Company as at 31 December 2022. After
taking into account the final dividend for the year ended 31 December 2022 of RMBO0.55 per
Share approved by the Shareholders, the Adjusted Issue Price is also approximately the same
as the NAV per Share prepared under CAS of approximately RMB6.64 based on the latest
audited results of the Company as at 31 December 2022.

We noted that the Adjusted Issue Price represents a large discount of 28.0% to 35.2% to the
closing price and average closing price per A Shares on the Latest Practicable Date, for the
last five consecutive trading days and for the last 30 consecutive trading days immediately
prior to and including the Latest Practicable Date (the “Latest Practicable Date Discounts”).
To assess the fairness and reasonableness of the Adjusted Issue Price in view of the
aforementioned discounts, we attempted to identify transactions regarding (i) issuance of A
shares to specific targets by companies listed on the main board of Shanghai Stock Exchange;
(i1) issuance with issue price of the A shares were determined in advance to the shareholders’
approval, which are of similar nature to the issuance of the Consideration Shares (i.e.
issuance of shares with price determined by way of a price inquiry process conducted
after the shareholders’ approval are excluded) and (iii) the issuance with completion date
from 1 January 2023 up to and including the Last Trading Day (the “Adjusted Issue Price
Review Period”), for comparison purpose. We identified 11 transactions (the “Comparable
Transactions”) which represent an exhaustive list under the above selection criteria and
we consider are sufficient, and we are therefore of the view that the Adjusted Issue Price
Review Period is fair and reasonable for selecting the Comparable Transactions. Despite
that the businesses, operations and prospects of the Group are not exactly the same as the
listed companies involving in the Comparable Transactions, the Comparable Transactions are
adequate and appropriate to demonstrate the market practices regarding issuance of A shares

to specific targets by companies listed on main board of Shanghai Stock Exchange.
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Company name (A-share stock code)

China Yangtze Power Co., Ltd. — H/ B &L
BB A IR ZA 7 (600900.SH)

Hoshine Silicon Industry Co., Ltd. — A &%
St A B2 7 (603260.SH)

Xinjiang Qingsong Building Materials and
Chemicals (Group) Co, Ltd. — & 15 #i &
FAAL T (B ) B3 A7 FR 22 F1(600425.SH)

Guangxi Huaxi Nonferrous Metal Co., Ltd —
F 2 AL TRefr A1 R 22 #1(600301.SH)

Zhuzhou Smelter Group Co., Ltd. — ¥kIIA
TR B BB A7 FR 2 7160096 1.SH)

Sinoma International Engineering Co., Ltd -
H ] T b B AR B A A PR
(600970.SH)

Wuxi Zhenhua Auto Parts Co., Ltd. — #8517
PR THLLF B0 A PR R (605319.SH)

Sunstone Development Co., Ltd. — KRB
e A R 2 71(603612.SH)

China Avionics Systems Co., Ltd. — it fii
2T R BB A IR 7 (600372.SH)
Jiajiayue Group Co., Ltd. — X 1 5E B B fy

A R F(603708.SH)

FESCO Group Co., Ltd. — -t s 35 40 75 3 (4

) i 1 A BRZA 71 (600861.SH)

Discount of Adjusted Issue Price compared
to closing price of A share on the Latest

Practicable Date
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Completion date of

A share issuance

10 January 2023

12 January 2023

17 January 2023

31 January 2023

11 February 2023

13 February 2023

15 February 2023

14 March 2023

16 March 2023

24 March 2023

3 April 2023

Minimum

Maximum

Average

Premium/(discount) of issue
price compared to close
price on the trading day

immediately before
shareholders’ meeting for
the approval of the issuance
(30.0%)

(36.0%)

(29.2%)

(61.4%)

16.8%

(8.0%)

1.2%

(42.6%)

(0.8%)

(22.2%)

(9.9%)

(61.4%)

16.8%

(20.2%)

(28.0%)
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3.4

According to the above table, the issue prices of the Comparable Transactions ranged from
a discount of approximately 61.4% to a premium of approximately 16.8%, with average
discount of approximately 20.2% to the respective closing prices of the shares on the trading
day immediately before shareholders’ meeting for the approval of the issuance. The Latest
Practicable Date Discounts fall within the range of the above range. The large discounts
exhibited in some of the Comparable Transactions and the Proposed Acquisition are due to
the surge in share price after the determination of the issue price and announcement of the
transaction, which may in turn due to various factors, including but not limited to positive
reaction from investors in view of the potential transactions. Based on the above, we are of

the view that the Latest Practicable Date Discounts are fair and reasonable.

Having considered the above and in particular that the Original Issue Price and Adjusted
Issue Price of the Consideration Shares (i) is in compliance with applicable PRC rules and
regulations, (ii) are within the range of the A Share closing price during the Review Period;
(iii) represents approximately the same as the NAV per Share prepared in accordance
with CAS (after taking into account for final dividend of 2022), we are of the view that
the Original Issue Price and Adjusted Issue Price of the Consideration Shares is fair and

reasonable.

Assessment of the fairness and reasonableness of other terms of the Acquisition

Agreement and the Supplemental Agreement

The lock-up period

Pursuant to the stipulations in the Administrative Measures for Material Asset Restructuring,
where the subscriber is the controlling shareholder, de facto controller or related person
controlled by a listed company, the shares of a listed company subscribed through asset
acquisition shall not be transferred within 36 months from the date of issue of shares. If the
closing price of the share of a listed company is lower than the issue price for 20 consecutive
trading days within six months after the completion of the transaction, or the closing price
at the end of the six-month period after the transaction is completed is lower than the issue
price, the lock-up period for the company’s shares shall automatically extend for at least six

months.

Pursuant to the Acquisition Agreement and the Supplemental Agreement, Anhui
Transportation Holding Group has undertaken that (i) it shall not transfer any of the
Consideration Shares within 36 months from the date of issue of the Consideration Shares;
and (ii) the lock-up period will be automatically extended according to the price conditions
within six months from the date of issue of the Consideration Shares (with conditions
detailed in the Board Letter), which are in compliance to the Administrative Measures for

Material Asset Restructuring.
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Long stop date

We noted that there is no long stop date under the Acquisition Agreement in respect of the
fulfilment and/or waiver of the conditions precedent set out in the Acquisition Agreement.
As stated in the Board Letter, authorisation to the Board and its authorised persons to
handle all matters in connection with the Proposed Overall Transaction (which includes the
Proposed Acquisition) from the Shareholders shall be valid for 12 months from the date of
the approval by the Shareholders. If the approval of registration by the CSRC in respect of
the Proposed Overall Transaction is obtained during the aforementioned 12-month period,
the validity period shall be automatically extended until completion of the abovementioned
matters in connection with the Proposed Overall Transaction. However, if the registration
by the CSRC in respect of the Proposed Overall Transaction is not obtained during the
aforementioned 12-month period, the Company will seek further shareholders’ approval for
the extension of the validity period of the relevant authorisation as appropriate. We are of the
view that the 12 months authorisation period could ensure the Proposed Overall Transaction
to be completed in reasonable period of time, which is in the interests of the Company and
its Shareholders. In regard of the automatic extension of validity period upon approval of
registration by the CSRC, based on our discussion with the management of the Company,
the extension is to avoid the need for the Company to convene another shareholders’ meeting
to refresh the shareholders’ approval shortly after the obtaining of the CSRC registration
and ultimately leading to undue delay and unnecessary extra costs in the completion of the
Proposed Acquisition, which we consider reasonable and in the interests of the Company
and its Shareholders. With the validity period of authorisation to safeguard the interest of
the Shareholders as discussed above, we are of the view that having no long stop date to the
Acquisition Agreement in respect of the fulfilment and/or waiver of the conditions precedent
for the Proposed Acquisition is fair and reasonable and in the interests of the Company, the
Proposed Acquisition LR Independent Shareholders and the Takeovers Code Independent

Shareholders as a whole.
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Possible adjustment to number of Consideration Shares to be issued

The final number of Consideration Shares to be issued by the Company to Anhui
Transportation Holding Group shall be subject to the approval by the Shanghai Stock
Exchange and registration with the CSRC. Where adjustment will be required by the
Shanghai Stock Exchange and the CSRC, it is expected that there will be downward (but
not upward) adjustment to the number of Consideration Shares to be issued by the Company
to Anhui Transportation Holding Group. Based on our understanding and discussion with
the Company, the Shanghai Stock Exchange and the CSRC will review the reasonableness
of the Total Consideration in determining whether to approve the issue of Consideration
Shares and register such Consideration Shares. As there will only be a downward adjustment,
if any, to the Total Consideration (which will result in a downward adjustment of the
number of Consideration Shares required to be issued), the Company will be able to acquire
the Target Assets at a lower cost. Based on the above, we consider that the adjustment
mechanism, together with the potential impact to the amount of consideration and number of
Consideration Shares issued, are in the interests of the Company and Shareholders as a whole

and is fair and reasonable.

The Compensation Agreement

The Company and Anhui Transportation Holding Group had also entered into the
Compensation Agreement as part of the Proposed Acquisition. Under the Compensation
Agreement, Anhui Transportation Holding Group undertakes that the future realised net profit
of Performance Compensation Assets during each year of the Performance Compensation
Period shall not be lower than the respective estimated net profit for that relevant year as set
out in the Asset Valuation Report. The compensation arrangement under the Compensation
Agreement is made pursuant to the requirements of the Administrative Measures for Material
Asset Restructuring and other relevant PRC laws and regulations, since the appraised values
of the Target Assets in the Asset Valuation Report were determined based on the income
approach. The valuation of the Target Assets involves the projection of future income to
be generated from toll revenue of Liuwu Expressway which is subject to uncertainties and
variations. The compensation arrangement is therefore considered as an additional assurance
to the Company in the case that the future actual income derived from the Performance
Compensation Assets is lower than the respective future estimated income attributable to
the Performance Compensation Assets as set out in the Asset Valuation Report. Having

considered the above, in particular (i) the consideration of the Proposed Acquisition is fair
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and reasonable as discussed in sections “3.2 Assessment on the fairness and reasonableness
of the consideration” and “3.3 Assessment on the fairness and reasonableness on the issue
price of the Consideration Shares”; and (ii) the other key terms of the Acquisition Agreement,
the Supplemental Agreement and the Compensation Agreement are determined in accordance
to the relevant applicable PRC laws and regulations, we are of the view that the terms of
the Acquisition Agreement (as supplemented by the Supplemental Agreement) and the

Compensation Agreement are on normal commercial terms and are fair and reasonable.

Financing Alternatives of the Company

With reference to the Board Letter, the Company did not conduct any equity fund raising activities

exercises during the 12 months immediately preceding the Latest Practicable Date.

Upon our enquiry with the Directors, we understand that the Directors have considered various fund
raising methods such as internal resources, debt financing and equity financing (such as rights issue,
public issuance and non-public issuance of A Shares and H Shares) for the Group in Hong Kong

capital market and/or the PRC capital market.

In relation to internal resources, under the Acquisition Agreement (as supplemented by the
Supplemental Agreement), the Group will settle part of the Total Consideration using cash by the
payment of the Cash Consideration, which is expected to be refinanced by the part of the proceeds
from the Non-public Issuance of A Shares. As advised by the Directors, they have considered
using internal resources to settle a larger portion of the consideration payable on top of the Cash
Consideration. However, we are given to understand that it is important to maintain sufficient cash
resources for its day-to-day business of the Group. We also noted that the cash to total assets ratio
of the Group as at 31 December 2022 (i.e. approximately 13.6%) is slightly lower than the average
cash to total assets ratio (i.e. approximately 14.2%) of the previous five years (from 2018 to 2022).
As set out in the unaudited pro forma financial information of the Enlarged Group as included
in Appendix III to the Circular (the “Pro Forma Financial Information”), the unaudited pro
forma cash and cash equivalents and total assets of the Enlarged Group would be RMB2.36 billion
and RMB23.60 billion, respectively, which result in an unaudited pro forma cash to total assets
ratio of 10.0%. The lower unaudited pro forma cash to total assets ratio compared to that as at 31
December 2022 is mainly due to the cash outflow arising from the payment of Cash Consideration
of RMB549.9 million. While the Company plans to use part of the proceeds from the Non-public
Issuance of A Shares to refinance the Cash Consideration, it should also be noted that the Proposed
Acquisition is not conditional on the completion of the Proposed Non-public Issuance of A Shares.
If the Proposed Non-public Issuance of A Shares is not completed while the Proposed Acquisition
is completed, the amount of Cash Consideration will be funded by the internal resources or other
means of financing of the Group. Based on the above, we concur with the Directors’ view that the

current size of Cash Consideration is fair and reasonable.
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In relation to debt financing, the Directors consider that the debt financing may further increase
the gearing ratio of the Group and possibly increase the cost of obtaining new financing in future.
According to the annual report of the Group for FY2022, the Group has a target to maintain its
gearing ratio below 30% and a good credit rating. The gearing ratio (i.e. net debt over the sum of
net debt and shareholders’ equity) of the Group increased from 14.96% as at 31 December 2021 to
22.08% as at 31 December 2022, which was mainly due to the significant increase in the balance of
external borrowings used for, among others, the acquisition of Anqing Bridge Company which was
completed in FY2021. Although the Group was able to keep the gearing ratio below its target, the
Group does not prefer to further increase its gearing level and create additional debt liabilities to
the Group, especially in light of the prevailing interest rate environment. Therefore, debt financing is

considered to be less preferable for the Group at present.

In relation to equity financing:

. the rights issue is targeted at the Company’s existing Shareholders and shall be implemented
to the holders of A Shares and H Shares simultaneously at the same price. The average
closing price of A Shares during the period of 12 months prior to 21 July 2023, being the
Latest Practicable Date represented a premium of 37.1% over the average closing price of H
Shares during the same period. Given the significant premium of the price of A Shares over
the price of H Shares during the period of 12 months prior to the Latest Practicable Date and
the capital market environments of Hong Kong and the PRC are starkly different, it is not
practical to determine a price suitable for both classes of Shares, and thus the Company did
not consider rights issue as an appropriate fund raising method for the Group in the current

market.

. Referring to the chart as set out in section headed “3.3 Assessment on the fairness and
reasonableness on the issue price of the Consideration Shares” of this letter, there is a
significant premium of the price of A Shares over the price of H Shares. If the Company
were to conduct a fund-raising exercise by issuance of new H Shares with a proceed of the
amount equals to the amount to be settled by the Consideration Shares, and assuming that
an equivalent pricing basis is adopted to determine the benchmark price for the H Shares
issuance, the number of H Shares to be issued will be substantially more than that required
for the Consideration Shares. This would lead to a greater dilution effect on the shareholding
of the existing Shareholders and would not be in the interests of the Proposed Acquisition LR

Independent Shareholders and the Takeovers Code Independent as a whole.
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Having considered that (i) equity financing can improve the gearing ratio of the Group as compared
to debt financing; (ii) the recent price of the issued H Share capital of the Company is significantly
lower than that of the issued A Share capital of the Company; and (iii) the greater dilution effect to
the shareholding of the existing Shareholders if the Company satisfy part of the Total Consideration
payable by issuance of new H Shares in Hong Kong with the same pricing basis as the Proposed
Acquisition, we concur with the Directors’ view that it is in the interests of the Company,
the Proposed Acquisition LR Independent Shareholders and the Takeovers Code Independent
Shareholders as a whole to settle part of the consideration payable under the Acquisition Agreement

(as supplemented by the Supplemental Agreement) by the issue of Consideration Shares.

Possible Effects of the Proposed Acquisition

5.1 Possible dilution to the shareholding of the existing Shareholders

As at the Latest Practicable Date, the total issued share capital of the Company is
1,658,610,000 Shares, which comprises 1,165,600,000 A Shares and 493,010,000 H Shares.

For illustration purpose, set out below is the shareholding structure of the Company:

(1) as at the Latest Practicable Date; and

(i) immediately after completion of the Proposed Acquisition (on the basis that the
Total Consideration to be settled by way of issuance of Consideration Shares is
RMB3,116,103,315, and assuming that (a) there will not be any further adjustments to
the issue price of the Consideration Shares of RMB6.64 per Consideration Share; and
(b) there will be no change in the total issued share capital of the Company since the
Latest Practicable Date save for the issue of the A Shares pursuant to the Acquisition

Agreement (as supplemented by the Supplemental Agreement)).
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Name of Class of Shareholding as at the Latest Shareholding immediately after
Shareholder Shares Practicable Date completion of the Proposed Acquisition
Approximate Approximate
percentage of  Approximate percentage  Approximate
theissued  percentage of the issued ~ percentage
Share capital ~ of the total Share capital ~ of the total
Number of the relevant  issued share Number of the relevant  issued share

of Shares class (%) capital (%) of Shares class (%) capital (%)

Anhui Transportation A 524,644,220 45.01 3163 993,936,887 60.80 46.71
Holding Group
China Merchants A 404,191,501 34.68 2437 404,191,501 U1 18.99
Highway Network
Technology Holding
Company Limited
(Note 1)
92,396,000 18.74 557 92,396,000 18.74 434
Anhui Transportation ~ A 928,835,721 79.69 56.00 1,398,128,388 85.52 05.70
Holding Group and
its concert parties
H 92,396,000 18.74 557 92,396,000 18.74 434
Total A 1,021,231,721 - 6157  1490,524,388 - 70.05
and H
Public A Shareholders A 236,764,279 2031 1427 236,764,279 14.48 11.13
Public H Shareholders ~ H 400,614,000 §1.26 2415 400,614,000 §1.26 18.83
Total 1,638,610,000 100.00 100,00  2,127,902,667 100.00 100.00
Notes:
1. China Merchants Highway Network Technology Holding Company Limited is presumed

to be acting in concert with Anhui Transportation Holding Group in respect of the
Company under class (1) of the definition of “acting in concert” under the Takeovers
Code.

2. The approximate percentage figures are rounded to the nearest two decimal places and
therefore, may not add up to 100% due to rounding.
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5.2

Based on the above, immediately after completion of the Proposed Acquisition, (i) the
shareholding of the public A Shareholders will be decreased from approximately 14.27%
to approximately 11.13%; and (ii) the shareholding of the public H Shareholders will be
decreased from approximately 24.15% to approximately 18.83%. Although there will be a
dilution to the shareholding interest of existing public shareholders of A Shares and H Shares
as a result of the Proposed Acquisition, we have, however, taken into account (i) the reasons
for and benefits of the Proposed Acquisition as set out in the sections headed “2. Reasons
for and benefits of the Proposed Acquisition”; (ii) the alternative fund-raising methods
available to the Company as set out in the section headed “4. Financing alternatives of the
Company”; (iii) the fairness and reasonableness of the basis of determining the consideration
payable under the Acquisition Agreement (as supplemented by the Supplemental Agreement)
as set out in the sections headed “3.2 Assessment on the fairness and reasonableness
of the consideration”; and (iv) the fairness and reasonableness on the issue price of the
Consideration Shares as set out in the sections headed “3.3 Assessment on the fairness and
reasonableness on the issue price of the Consideration Shares”, we consider that the issuance
of the Consideration Shares is an acceptable means for the settlement of part of the Total
Consideration payable and the shareholding dilution effects upon completion of the Proposed

Acquisition is acceptable.

Financial effects to the Group

As disclosed in the Board Letter, upon completion of the Proposed Acquisition, the Target
Company will become a wholly-owned subsidiary of the Company and the financial
information of the Target Company will be consolidated into the consolidated financial
statements of the Group. The Pro Forma Financial Information has been prepared by
the Directors for illustrative purposes only, based on their judgements, estimation and
assumptions, and because of its hypothetical nature, it may not give a true picture of
the financial position of the Enlarged Group following the completion of the Proposed

Acquisition.

(1) Earnings

According to the accountants’ report on the Target Company as set out in Appendix
IT to the Circular, the Target Company was profit-making for the year ended 31
December 2022 and the two months ended 28 February 2023 with an audited net profit
of RMB217.3 million and an audited net profit of RMB42.8 million, respectively.
If the Target Company is able to maintain its profitability, it is expected that the
consolidation of the Target Company’s financial results will provide a positive impact
to the Group’s earnings. The actual effect on earnings or losses of the Group will

depend on the future financial performance of the Target Company.
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(i)

(iii)

It should be noted that although there will be aforesaid potential positive impacts
in the longer term to the Group’s earnings after the completion of the Proposed
Acquisition, there is a risk that the earnings per share of the Company may be diluted
with the issuance of the Consideration Shares in the short run. In light of this, the
Company proposes, after the completion of the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares, to amend its current shareholders’ return policy
(subject to the fulfilment of the conditions for distributing cash dividends under the
current shareholders’ return policy), such that the Company shall make distributions
in cash in an amount not less than 75% of the net profit attributable to owner of the
company as set out in the Company’s consolidated financial statements in each of the

next three years (i.e. 2023 to 2025) as one of the remedial measures.

Net assets value

As set out in the Pro Forma Financial Information, the unaudited pro forma net assets
value of the Enlarged Group would be approximately RMB15.8 billion, representing
an increase of approximately RMB2.3 billion when compared to the audited
consolidated net assets value of the Group as at 31 December 2022 of approximately
RMB13.5 billion. As noted above, it is expected to have a positive effect on the
net assets value of the Group immediately following the Proposed Acquisition. We
note that the audited net assets value per Share attributable to the Shareholders (and
excluding holders of other equity instruments) as at 31 December 2022 amounted
to approximately RMBS8.16 per Share (calculated based on 1,658,610,000 Shares in
issue as at the Latest Practicable Date). Upon completion of the Proposed Acquisition,
the number of Share in issue will increase to 2,127,902,667 (assuming that there
will be no change in the total issued share capital of the Company since the Latest
Practicable Date save for the issue of A Shares pursuant to the Acquisition Agreement
(as supplemented by the Supplemental Agreement)). On such basis, the unaudited
pro forma net assets value per Share attributable to the Shareholders (and excluding
holders of other equity instruments) will be approximately RMB7.40 per Share as at
31 December 2022.

Effect of working capital

As at 31 December 2022, the Group had cash and cash equivalent of approximately
RMB2,903.8 million and net current assets of approximately RMB3,835.8 million.
Based on the Pro Forma Financial Information, the cash and cash equivalent of the
Enlarged Group would be approximately RMB2,358.9 million as at 31 December
2022, representing a decrease of approximately 18.8% as compared to that of the
Group as at 31 December 2022; and the net current assets of the Enlarged Group
would be approximately RMB3,386.1 million as at 31 December 2022, representing a
decrease of approximately 11.7% as compared to that of the Group as at 31 December
2022.
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(iv)

As stated in the Board Letter, the consideration of the Proposed Acquisition will
be settled (i) 85% by the issuance and allotment of Consideration Shares by the
Company to the vendor; and (ii) 15% by the payment of the Cash Consideration. As
stated in the Board Letter, the total amount of ancillary funds to be raised under the
Proposed Non-public Issuance of A Share shall not be more than RMB1,466,401,560
and it is intended that 36.5% and not more than 10% of the proceeds will be used to
help refinance the Cash Consideration for the Proposed Acquisition and replenish
the working capital of the Group, respectively. It should be noted that the Proposed
Acquisition is not conditional on the completion of the Proposed Non-public Issuance
of A Shares. If the Proposed Non-public Issuance of A Shares is not completed while
the Proposed Acquisition is completed, the amount of Cash Consideration will be

funded by the internal resources or other means of financing of the Group.

We note from the Pro Forma Financial Information, the Enlarged Group would
have cash and cash equivalent balance of approximately RMB2.36 billion as at 31
December 2022 and as set out in the section headed “4. WORKING CAPITAL” in the
Appendix I to the Circular, the Directors are of the opinion that the Enlarged Group
has sufficient working capital for its present requirements for the next 12 months from
the date of this Circular taking into account the financial resources available to the

Enlarged Group, including internally generated funds and available banking facilities.

Gearing

Based on the Pro Forma Financial Information, the gearing ratio (i.e. net debt over
the sum of net debt and shareholders’ equity) was 21.76% as compared to the gearing
ratio of the Group of 22.08% as at 31 December 2022. The slight decrease in gearing
ratio was mainly attributable to an increase total capital (i.e. sum of net debt and
shareholders’ equity) value by RMB2.76 billion, which was partially offset by the
effect of the decrease in cash and cash equivalents of RMB544.9 million mainly due to

payment of the Cash Consideration.

Based on the above, we concur with the Directors’ view that the Proposed Acquisition
would have a positive effect on the overall financial position of the Group. It should
be noted that the aforementioned analysis is for illustrative purposes only and do not
purport to represent how the financial position of the Group will be upon completion

of the Proposed Acquisition.
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The Whitewash Waiver

As at the Latest Practicable Date, (i) Anhui Transportation Holding Group holds 524,644,220 A
Shares, representing approximately 31.63% of the total issued share capital of the Company; and
(ii) Anhui Transportation Holding Group and parties acting in concert with it hold in aggregate
1,021,231,721 Shares (comprising 928,835,721 A Shares and 92,396,000 H Shares), representing
approximately 61.57% of the total issued share capital of the Company. As illustrated in the
sections headed “5.1 Possible dilution to the shareholding of the existing Shareholders” of this
letter, upon completion of the Proposed Acquisition, (i) the shareholding percentage of Anhui
Transportation Holding Group in the Company will increase to approximately 46.71%; and (ii) the
aggregate shareholding of Anhui Transportation Holding Group and parties acting in concert with
it in the Company will increase to approximately 70.05%. In the absence of the Whitewash Waiver
from the Executive, the Proposed Acquisition will give rise to an obligation on the part of Anhui
Transportation Holding Group to make a mandatory general offer for all of the shares in issue of the
Company other than those already owned or agreed to be acquired by it and parties acting in concert
with it under Rule 26.1 of the Takeovers Code.

Anhui Transportation Holding Group (on behalf of itself and parties acting in concert with it)
has applied to the Executive for the Whitewash Waiver from strict compliance with Rule 26.1
of the Takeovers Code. The Whitewash Waiver, if granted by the Executive, will be subject to,
among other things, (i) the approval of the Whitewash Waiver by at least 75% of the votes cast
by Takeovers Code Independent Shareholders either in person or by proxy at the EGM; and (ii)
the approval of the Proposed Acquisition by more than 50% of the votes cast by Takeovers Code
Independent Shareholders either in person or by proxy at the EGM as required under the Takeovers
Code. The Proposed Acquisition will not proceed if the Whitewash Waiver is not granted by the
Executive or not approved by the Takeovers Code Independent Shareholders at the EGM.

The Proposed Acquisition is conditional on, among other things, the granting of the Whitewash
Waiver by the Executive and the approval of the Proposed Acquisition and the Whitewash Waiver
by the Takeovers Code Independent Shareholders at the EGM. Such condition precedent cannot
be waived under the terms of the Acquisition Agreement (as supplemented by the Supplemental
Agreement). If the Whitewash Waiver is not granted by the Executive or the Whitewash Waiver is
not approved by the Takeovers Code Independent Shareholders, the Acquisition Agreement will
lapse and the Proposed Acquisition will not proceed. The approval of the Whitewash Waiver by the
Takeovers Code Independent Shareholders will be therefore necessary for the Group to proceed to

the completion of the Proposed Acquisition.

Given the possible benefits of the Proposed Acquisition mentioned in the section headed “2.
Reasons for and benefits of the Proposed Acquisition” above in this letter and the terms of
the Proposed Acquisition being fair and reasonable so far as the Takeovers Code Independent
Shareholders are concerned, we are of the opinion that the approval for the Whitewash Waiver,
which is a prerequisite of the Proposed Acquisition, is in the interests of the Company, the Proposed
Acquisition LR Independent Shareholders and the Takeovers Code Independent Shareholders as a

whole and is fair and reasonable for the purpose of proceeding with the Proposed Acquisition.
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LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

OPINION AND RECOMMENDATION

Having taken into consideration the factors and reasons as stated in section headed “Principal Factors
and Reasons Considered” in this letter above, we are of the opinion that while the Proposed Acquisition
is not conducted in the ordinary and usual course of business of the Group, the Proposed Acquisition, the
Proposed Acquisition Specific Mandate and the Whitewash Waiver are in the interests of the Company,
the Proposed Acquisition LR Independent Shareholders and the Takeovers Code Independent Shareholders
as a whole, and the terms of the Acquisition Agreement (as supplemented by the Supplemental Agreement)
are on normal commercial terms, and are fair and reasonable so far as the Proposed Acquisition LR
Independent Shareholders and the Takeovers Code Independent Shareholders are concerned. Accordingly,
we recommend the Proposed Acquisition to the LR Independent Shareholders and the Takeovers Code
Independent Shareholders, as well as the Independent Board Committee to recommend the Proposed
Acquisition LR Independent Shareholders and the Takeovers Code Independent Shareholders, to vote
in favour of the Proposed Acquisition, the Proposed Acquisition Specific Mandate and the Whitewash

Wavier to be proposed at the EGM and the Class Meetings.

Yours faithfully
For and on behalf of
Shenwan Hongyuan Capital (H.K.) Limited
Donald Leung
Executive Director

Corporate Finance

Note: Mr. Leung is a licensed person registered with the Securities and Futures Commission and a responsible officer
of Shenwan Hongyuan Capital (H.K.) Limited to carry out Type 6 (advising on corporate finance) regulated
activity under the SFO. He has more than 17 years of experience in corporate finance advisory industry.
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1. FINANCIAL INFORMATION OF THE GROUP

Summary of financial results

The Group

The following is a summary of the audited consolidated financial results of the Group for each of
the three years ended 31 December 2020, 31 December 2021 and 31 December 2022, as extracted
from the annual reports of the Company for each of the three years ended 31 December 2020, 31
December 2021 and 31 December 2022 and which were prepared in accordance with Hong Kong

Financial Reporting Standards.

The auditors’ reports issued by the auditors of the Company, PricewaterhouseCoopers, in respect
of the audited consolidated financial statements of the Group for each of the two years ended 31
December 2020 and 31 December 2021, and Ernst & Young, in respect of the audited consolidated
financial statements of the Group for each of the year ended 31 December 2022 does not contain

any modified opinion, emphasis of matter or material uncertainty related to going concern.
Save as disclosed below, there was no item of any income or expense which was material in respect

of the consolidated financial results of the Group for each of the three years ended 31 December
2020, 31 December 2021 and 31 December 2022.
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APPENDIX I

FINANCIAL INFORMATION OF THE GROUP

Summary of consolidated financial results of the Group for each of the three years ended 31

December 2020, 31 December 2021 and 31 December 2022 which were prepared in accordance

with Hong Kong Financial Reporting Standards

Revenue

Cost of sales

Gross profit

Other income and gains — net

Administrative expenses

Net impairment (losses)/reversal of impairment

losses on financial assets

Operating profit
Finance costs

Share of gain/(loss) of associates

Profit before income tax

Income tax expenses

Profit for the year

Attributable to:
Owners of the Company

Non-controlling interests

12—

For the year ended 31 December

2022 2021 2020
RMB’000 RMB’000 RMB’000
(Audited) (Audited) (Audited)
(Restated)

5,206,366 4,029,476 3,015,554
(2,984,195) (1,722,488) (1,635,053)
2,222,171 2,306,988 1,380,501
134,869 200,162 165,405
(162,308) (137,292) (110,965)
(126) 1,230 (1,737)
2,194,606 2,371,088 1,433,204
(226,521) (254,808) (250,580)
9,733 (90) (1,560)
1,977,818 2,116,190 1,181,064
(562,194) (573,077) (365,809)
1,415,624 1,543,113 815,255
1,445,457 1,511,965 867,549
(29,833) 31,148 (52,294)
1,415,624 1,543,113 815,255
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For the year ended 31 December

2022 2021 2020
RMB’000 RMB’000 RMB 000
(Audited) (Audited) (Audited)
(Restated)
Basic and diluted earnings per share
(expressed in RMB per share) 0.8715 09116 0.5231
Other comprehensive income/(loss):
Items that will not be reclassified subsequently to
profit or loss
Change in value of financial assets at fair
value through other comprehensive income
(“FVOCT”), net of tax 278 (2,391) 1,534
Total comprehensive income for the year 1,415,902 1,540,722 816,789
Attributable to:
Owners of the Company 1,445,735 1,509,574 869,083
Non-controlling interests (29,833) 31,148 (52,294)
1,415,902 1,540,722 816,789
Dividends 912,236 912,236 381,480
Dividends per share (expressed in RMB
per share) 0.55 0.55 0.23
Note: the financial information for the year ended 31 December 2020 has been restated as a result of the

acquisition by the Company of 100% of the equity interest in Anhui Anqing Yangtze River Expressway
Bridge Limited Liability Company* (“AQDQ”, %% B RITA I KiGH BREAEA F]) in December
2021. As stated in the annual report of the Company for the year ended 31 December 2021, for this
business combination under common control, the financial information of the Company and that of
AQDQ have been combined, by using the pooling of interests method, as if the Company had acquired
AQDQ from the beginning of the earliest financial period presented. The net assets of the Company
and AQDQ are combined using the existing book values from the controlling party’s perspective. No
amount is recognised in consideration for goodwill or excess of the Company’s interest in the net fair
value of AQDQ’s identifiable assets, liabilities and contingent liabilities over the cost of acquisition at
the time of common control combination. The difference between the consolidation and book value of
AQDAQ at the time of common control combination is taken to the reserves of the Company.
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Summary of unaudited consolidated financial results of the Group for the three months ended
31 March 2023 which were prepared in accordance with the Generally Accepted Accounting
Principles of the PRC

In addition, the following is a summary of the unaudited consolidated financial results of the Group
for the three months ended 31 March 2023 which were prepared in accordance with the Generally
Accepted Accounting Principles of the PRC.

Save as disclosed below, there was no item of any income or expense which was material in respect

of the consolidated financial results of the Group for the three months ended 31 March 2023.

For the
three months ended
31 March 2023

RMB’000
(unaudited)
Revenue 1,145,087
Cost of sales (423,593)
Profit before income tax 649,216
Income tax expenses (170,545)
Profit for the year 478,671
Attributable to:
Owners of the Company 459,463
Non-controlling interests 19,208
Basic and diluted earnings per share (expressed in RMB per share) 0.2770
Total comprehensive income for the year 475,106
Attributable to:
Owners of the Company 455,898
Non-controlling interests 19,208

Dividends -
Dividends per share (expressed in RMB per share) -
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Consolidated financial statements for the years ended 31 December 2020, 31 December 2021
and 31 December 2022

The Company is required to set out or refer to in this circular the consolidated statement of
financial position, consolidated statement of cash flows and any other primary statement as shown
in the audited consolidated financial statements of the Group for the year ended 31 December 2020
(as restated) (the “2020 Financial Statements”), the audited consolidated financial statements of
the Group for the year ended 31 December 2021 (the “2021 Financial Statements”), the audited
consolidated financial statements of the Group for the year ended 31 December 2022 (the “2022
Financial Statements”), together with the significant accounting policies and the notes to the
relevant published accounts which are of major relevance to the appreciation of the above financial

information.

The 2020 Financial Statements and the 2021 Financial Statements are set out from pages 142 to
239 in the annual report of the Company for the year ended 31 December 2021 (the “2021 Annual
Report”), which was published on 29 April 2022. The 2021 Annual Report is posted on the
website of the Company (www.anhui-expressway.net) and the Hong Kong Stock Exchange (www.

hkexnews.hk) and is accessible via the following hyperlink:

https://www1.hkexnews.hk/listedco/listconews/sehk/2022/0429/2022042903160.pdf

The 2022 Financial Statements are set out from pages 144 to 241 in the annual report of the
Company for the year ended 31 December 2022 (the “2022 Annual Report”), which was
published on 26 April 2023. The 2022 Annual Report is posted on the website of the Company
(www.anhui-expressway.net) and the Hong Kong Stock Exchange (www.hkexnews.hk) and is

accessible via the following hyperlink:
https://www1.hkexnews.hk/listedco/listconews/sehk/2023/0426/2023042602625.pdf
The 2021 Financial Statements and 2022 Financial Statements (but not any other parts of the 2021

Annual Report or 2022 Annual Report in which they respectively appear) are incorporated by

reference into this circular and form part of this circular.
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Unaudited consolidated financial statements for the quarter ended 31 March 2023

The Company is required to set out or refer to in this circular the unaudited consolidated balance
sheet and consolidated income statement as shown in the unaudited consolidated financial
statements of the Company for the three months ended 31 March 2023 (which were prepared
in accordance with the General Accepted Accounting Principles of the PRC) (the “2023 Q1
Financial Statements”), together with the significant accounting policies and the notes to the
relevant published accounts which are of major relevance to the appreciation of the above financial

information.

The 2023 Q1 Financial Statements are set out from pages 14 to 20 in the 2023 first quarterly report
of the Company for the quarter ended 31 March 2023, which was published on 27 April 2023 (the
“2023 First Quarterly Report”). The 2023 First Quarterly Report is posted on the website of the
Company (www.anhui-expressway.net) and the Hong Kong Stock Exchange (www.hkexnews.hk)

and is accessible via the following hyperlink:

https://www1.hkexnews.hk/listedco/listconews/sehk/2023/0427/2023042705376.pdf

The 2023 Q1 Financial Statements (but not any other parts of the 2023 First Quarterly Report in

which it appears) are incorporated by reference into this circular and form part of this circular.

2. STATEMENT OF INDEBTEDNESS

Borrowings and long-term payables

As at the close of business on 31 May 2023, being the latest practicable date for the purpose of this
statement of indebtedness prior to the printing of this circular, the total borrowings and long-term
payables of the Enlarged Group was RMB6,728.8 million, comprising of guaranteed and unsecured
borrowings from banks of RMB3,200.0 million, pledged borrowings from banks and financial
institutions of RMB3,451.2 million, and long-term payables from Anhui Transportation Holding
Group of RMB77.6 million.

Contingent liabilities

As at the close of business on 31 May 2023, the Enlarged Group did not have any significant
contingent liabilities.

Save as aforesaid and apart from intra-group liabilities and normal trade payables in the ordinary
course of business, as at the close of business on 31 May 2023, the Enlarged Group did not have
any other debt securities issued and outstanding, and authorised or otherwise created but unissued,
or term loans or other borrowings or indebtedness in the nature of borrowing including bank
overdrafts and liabilities under acceptances or acceptances credits or hire purchase commitments, or

outstanding mortgages and charges, or contingent liabilities or guarantees.
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3. FINANCIAL AND TRADING PROSPECTS OF THE GROUP

For the financial year ended 31 December 2022, the Group recorded an audited revenue of
approximately RMBS5,206 million, representing an increase of approximately 29.2% compared to
approximately RMB4,029 million for the financial year ended 31 December 2021. The audited
profit before income tax of approximately RMB1,978 million for the year ended 31 December 2022,
representing a decrease of approximately 6.54% as compared to approximately RMB2,116 million
for the financial year ended 31 December 2021. With the continued fiscal and monetary policy to
stabilize PRC economy growth continues to take effect, the PRC economy is expected to recover
steadily in 2023. The recovery of the PRC economic activities resulting from the uplift of travel
restriction is also expected to bring positive impact to the overall traffic volume and toll revenue of

toll road operated by the Group for the year ending 31 December 2023.

Toll road operation is the principal business and generates majority revenue of the Group. As
the toll road assets operating by the Group gradually reach their maturity, the growth rate of the
Group’s toll revenue is expected to slow down. Renovation and expansion of the Group’s existing
roads will affect its traffic volume and toll income in the short term, while new roads generally
face a long period of cultivation in order to promote traffic volume and to boost the toll income.
Whereas, the Proposed Acquisition will allow the Group to integrate an additional high quality toll
road asset within the Anhui Province, increasing its chargeable mileage and extending the average

toll collection period of the Group.

After the completion of the Proposed Acquisition, the Enlarged Group will continue with the
existing principal business in investment in, operation and management of expressways and bridges
in Anhui Province. It is expected that the Proposed Acquisition will facilitate the Enlarge Group to
realise economies of scale and achieve stronger synergies, thereby enhancing its revenue and asset

base, improving its competitiveness and business prospects.

4. WORKING CAPITAL

The Directors are of the opinion that, after taking into account the financial resources available
to the Enlarged Group (including but not limited to cash flow to be generated from operations,
the available banking facilities and cash and cash equivalents), the Enlarged Group has sufficient
working capital for its business operation, that is for at least the next 12 months from the date of

this circular in the absence of unforeseen circumstances.
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5. MATERIAL CHANGE

Save for the fair value loss of approximately RMB16.8 million as disclosed in the first quarterly
results of the Company for the period ended 31 March 2023 with respect to the Company’s
investment in the CICC Anhui Transportation Holding Expressway Closed-end Infrastructure
Securities Investment Fund being measured at fair value at each of the reporting period end and is

expected to continue to fluctuate and linger, the Directors confirmed that:

(a)  there was no material change in the financial or trading position or outlook of the Group
since 31 December 2022 (being the date to which the latest audited consolidated financial
statements of the Group were made up) and up to and including the Latest Practicable Date;

and

(b)  there was no material change in the financial or trading position or outlook of the Target
Company since 28 February 2023 (being the date to which the latest audited financial
statements of the Target Company were made up) and up to and including the Latest

Practicable Date.
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The following is the text of a report on the Company’s reporting accountants, Ernst & Young, Certitied

Public Accountants, Hong Kong, for the purpose of incorporation in this circular.

Ernst & Young SN IS Tel FHG: +852 2846 9888
27/F, One Taikoo Place BRIl oL RAE97998  Fax M + 852 2868 4432
§i 979 King’s Road Kt b5 — a2 7H ey.com

Quarry Bay, Hong Kong

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF ANHUI EXPRESSWAY COMPANY LIMITED

Introduction

We report on the historical financial information of Anhui Province Liuwu Expressway Company Limited
(the “Target Company”) set out on pages 1I-4 to II-66, which comprises the statements of profit or loss
and other comprehensive income, statement of changes in equity and statement of cash flows of the Target
Company for each of the years ended 31 December 2020, 2021 and 2022, and the two months ended 28
February 2023 (the “Relevant Periods™), and the balance sheet of the Target Company as at 31 December
2020, 2021 and 2022 and 28 February 2023, and a summary of significant accounting policies and other
explanatory information (together, the “Historical Financial Information”). The Historical Financial
Information set out on pages I1-4 to II-66 forms an integral part of this report, which has been prepared for
inclusion in the circular of Anhui Expressway Company Limited (the “Company”) dated 26 July 2023 (the

“Circular”) in connection with the proposed acquisition of the Target Company.
Directors’ responsibility for the Historical Financial Information

The director of the Target Company is responsible for the preparation of the Historical Financial
Information that gives a true and fair view in accordance with the basis of presentation and the basis of
preparation set out in notes 2.1 and 2.2 to the Historical Financial Information, respectively, and for such
internal control as the director determines is necessary to enable the preparation of the Historical Financial

Information that is free from material misstatement, whether due to fraud or error.
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Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to report our
opinion to you. We conducted our work in accordance with Hong Kong Standard on Investment Circular
Reporting Engagements 200 Accountants’ Reports on Historical Financial Information in Investment
Circulars issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”). This standard
requires that we comply with ethical standards and plan and perform our work to obtain reasonable

assurance about whether the Historical Financial Information is free from material misstatement.

Our work involved performing procedures to obtain evidence about the amounts and disclosures in the
Historical Financial Information. The procedures selected depend on the reporting accountants’ judgement,
including the assessment of risks of material misstatement of the Historical Financial Information, whether
due to fraud or error. In making those risk assessments, the reporting accountants consider internal control
relevant to the entity’s preparation of the Historical Financial Information that gives a true and fair view
in accordance with the basis of presentation and the basis of preparation set out in notes 2.1 and 2.2 to
the Historical Financial Information, respectively, in order to design procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Our work also included evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well as evaluating the overall

presentation of the Historical Financial Information.

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

opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the accountants’ report, a
true and fair view of the balance sheet of the Target Company as at 31 December 2020, 2021 and 2022 and
28 February 2023 and of the financial performance and cash flows of the Target Company for each of the
Relevant Periods in accordance with the basis of presentation and the basis of preparation set out in notes

2.1 and 2.2 to the Historical Financial Information, respectively.
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Review of interim comparative financial information

We have reviewed the interim comparative financial information of the Target Company which comprises
the statement of profit or loss and other comprehensive income, statement of changes in equity and
statement of cash flows for the two months ended 28 February 2022 and other explanatory information (the
“Interim Comparative Financial Information”). The director of the Target Company are responsible for
the preparation and presentation of the Interim Comparative Financial Information in accordance with the
basis of presentation and the basis of preparation set out in notes 2.1 and 2.2 to the Historical Financial
Information, respectively. Our responsibility is to express a conclusion on the Interim Comparative
Financial Information based on our review. We conducted our review in accordance with Hong Kong
Standard on Review Engagements 2410 Review of Interim Financial Information Performed by the
Independent Auditor of the Entity issued by the HKICPA. A review consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion. Based on our review, nothing has come to our attention that causes us to believe that the
Interim Comparative Financial Information, for the purposes of the accountants’ report, is not prepared,
in all material respects, in accordance with the basis of presentation and the basis of preparation set out in

notes 2.1 and 2.2 to the Historical Financial Information, respectively.

Report on matters under the Rules Governing the Listing of Securities on the Stock Exchange and

the Companies (Winding Up and Miscellaneous Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying Financial Statements as

defined on page II-4 have been made.

Dividends

We refer to note 18 to the Historical Financial Information which states that no dividends have been paid

by the Target Company in respect of the Relevant Periods.

Ernst & Young

Certified Public Accountants
Hong Kong

26 July 2023

—II-3 -



APPENDIX II FINANCIAL INFORMATION OF THE TARGET COMPANY

I HISTORICAL FINANCIAL INFORMATION

Set out below is the Historical Financial Information which forms an integral part of this

accountants’ report.
The financial statements of the Target Company for the Relevant Periods, on which the Historical
Financial Information is based, were audited by Ernst & Young in accordance with Hong Kong

Standards on Auditing issued by the HKICPA (the “Underlying Financial Statements”).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values are rounded

to the nearest thousand (RMB’000) except when otherwise indicated.

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended Two months ended
31 December 28 February
Notes 2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
REVENUE 5 401,726 559,982 524,152 92,697 95,407
Cost of sales (206,846) (205,588) (225,197) (37,378) (37,171)
Gross profit 194,880 354,394 298,955 55,319 58,236
Other income and gains — net 5 (3,214) - 4) - -
Administrative expenses (8,990) (9,563) (9,192) (956) (1,227)
PROFIT BEFORE
INCOME TAX 6 182,676 344,831 289,759 54,363 57,009
Income tax expenses 9 (45,669) (86,208) (72,440) (13,591) (14,252)
PROFIT AND TOTAL
COMPREHENSIVE INCOME
FOR THE YEAR/PERIOD 137,007 258,623 217,319 40,772 42,757
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BALANCE SHEET

Notes
ASSETS
NON-CURRENT ASSETS
Concession intangible assets 10
Property, plant and equipment 11
Intangible assets 12
Deferred income tax assets 13
Total non-current assets
CURRENT ASSETS
Inventories 14
Receivables and prepayments 15
Cash and cash equivalents 16
Total current assets
TOTAL ASSETS
EQUITY AND LIABILITIES
Paid-in capital 17
Reserves
Total equity
CURRENT LIABILITIES
Trade and other payables 19
Current income tax liabilities
Provisions 20

Total current liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

—II-5 -

As at 28

As at 31 December February

2020 2021 2022 2023
RMB’000 RMB’000 RMB’000 RMB’ 000
2,670,658 2,529,478 2,388,298 2,364,768
71,480 116,288 208,528 205,686
553 - - -
111,095 105,347 99,598 98,640
2,853,786 2,751,113 2,696,424 2,669,094
- - 130 68

10,258 11,573 65,673 133,713

- - - 4,999

10,258 11,573 65,803 138,780
2,864,044 2,762,686 2,762,227 2,807,874
- - - 5,000
2,841,326 2,718,268 2,737,508 2,780,265
2,841,326 2,718,268 2,737,508 2,785,265
13,251 35,003 17,074 8,185
9,071 8,775 5,736 7,654

396 640 1,909 6,770
22,718 44,418 24,719 22,609
22,718 44,418 24,719 22,609
2,864,044 2,762,686 2,762,227 2,807,874
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STATEMENTS OF CHANGES IN EQUITY

As at 1 January 2020

Profit for the year
Distributions to ATHC (Note 2.1)

As at 31 December 2020
and 1 January 2021

Profit for the year
Distributions to ATHC (Note 2.1)

As at 31 December 2021
and 1 January 2022

Profit for the year
Distributions to ATHC (Note 2.1)
Transfer business to the

Target Company (Note 2.1)

As at 31 December 2022
and 1 January 2023

Reserves
Reserves
before the
Business
Paid-in Transfer Capital Accumulated
Note capital (Note2.1) surplus earnings Total
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
- 2,996,064 - - 2,996,064
- 137,007 - - 137,007
18 - (291,745) - - (291,745)
- 2,841,326 - - 2,841,326
- 258,623 - - 258,623
18 - (381,681) - - (381,681)
- 2,718,268 - - 2,718,268
- 167,785 - 49,534 217,319
18 - (198,079) - - (198,079)
- (2,687,974) 2,687,974 - -
- - 2,687974 49,534 2,737,508
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As at 31 December 2021
and 1 January 2022

Profit for the period (unaudited)
Distributions to ATHC (Note 2.1)
(unaudited)

As at 28 February 2022 (unaudited) -

As at 31 December 2022
and 1 January 2023

Capital injection by ATHC

Profit for the period
Distributions to ATHC

As at 28 February 2023

Reserves
Reserves
before the
Business
Paid-in Transfer Capital Accumulated
Note capital (Note2.1) surplus earnings Total
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
- 2,718,268 - - 2,718,268
- 40,772 - - 40,772
18 - (46,673) - - (46,673)
2,712,367 - - 2,712,367
- - 2,687,974 49,534 2,737,508
5,000 - - - 5,000
- - - 42,757 42,757
18 - - - - -
5,000 - 2,687,974 92,291 2,785,265
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STATEMENTS OF CASH FLOWS

Year ended Two months ended
31 December 28 February
Notes 2020 2021 2022 2022 2023
RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
(unaudited)
Cash flows from operating activities
Cash generated from operations 21 332,299 513,604 427,945 04,451 73,741
Income tax paid (39,743) (80,756) (69,730) (17,778) (11,376)
Net cash generated from
operating activities 292,556 432,908 358,215 46,673 62,365

Cash flows from investing activities
Purchases of property, plant

and equipment (1,113) (51,227) (101,631) - -
Proceeds from disposal of

property, plant and equipment 302 - 26 - -

Net cash used in investing activities (811) (51,227) (101,605) - -

Cash flows from financing activities

Capital injection by the owner 17 - - - - 5,000
Distributions paid to the owner

(Note 2.1) 18 (291,745) (381,681) (198,079) (46,673) -
Increase of amounts due from ATHC

(Note 2.1) - - (58,531) - (62,366)
Net cash used in financing activities (291,745) (381,681) (256,610) (46,673) (57,366)
Net increase in cash

and cash equivalents - - - - 4,999

Cash and cash equivalents

at beginning of the year/period - - - - -

Cash and cash equivalents
at end of the year/period 16 - - - - 4,999
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I NOTES TO THE HISTORICAL FINANCIAL INFORMATION
1. GENERAL INFORMATION

Anhui Province Liuwu Expressway Company Limited (the “Target Company”) was
incorporated in the People’s Republic of China (the “PRC”) in December 2022 as a limited
liability company, by Anhui Transportation Holding Group Company Limited (‘“Z# % %8 i
EREB A2 E”, “AATHC”). The registered office of the Target Company is located at
the north of the township of Jin’an District, Lu’an City, Anhui Province. Registered capital
is RMB5,000 thousand. The Target Company is principally engaged in the construction,
operation, management and development of the toll roads and associated service sections in

the Anhui Province.

As at 31 December 2020, 2021 and 2022 and 28 February 2023, the Target Company’s toll

roads and concession periods granted are shown as follows:

Total Chargeable Concession periods

Toll road mileage granted
(kilometres)
Anhui section of Liuwu Expressway 92.7 From 28 December 2009 to
(“Liuwu Expressway”) 27 December 2039

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the Historical Financial
Information are set out below. These policies have been consistently applied to all the years/

periods presented, unless otherwise stated.

2.1 BASIS OF PRESENTATION

Pursuant to the Business Transfer, as more fully explained in the section headed “4.
Information on the Target Company” in the circular of Anhui Expressway Company
Limited (the “Company”) dated 26 July 2023, before ATHC transferring the relevant
assets, liabilities and employees of Liuwu Expressway business to the Target Company
with Nil consideration on 15 December 2022 (the date of establishment of the
Target Company), the Liuwu Expressway business was operated by ATHC, and was
accounted for as a business unit of ATHC. As the Business Transfer mainly involved

transferring the business of Liuwu to the Target Company and has not resulted in any
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change of economic substance, the Historical Financial Information for the Relevant
Periods has been presented as a continuation of the Target Company as if the Business

Transfer had been completed at the beginning of the Relevant Periods.

Before 15 December 2022 (the date of establishment of the Target Company), the
Liuwu Expressway did not hold any business unit specific bank accounts and all of its
cash and cash equivalents were centrally controlled and managed by ATHC, through
ATHC’s bank accounts, together with those cash and cash equivalents generated from
other business units of ATHC. Pursuant to the Transfer Agreement corresponding to
the Business Transfer, the Target Company is entitled to the profit or loss of Liuwu
Expressway business on or after 30 September 2022, and the relevant assets transferred
to the Target Company during the Business Transfer did not include any cash and
cash equivalents. Consequently, when preparing the Historical Financial Information,
(i) net cash and cash equivalents generated by Liuwu Expressway business before 30
September 2022 have been treated as distributions appropriated and paid to ATHC (the
“Distributions”), so that nil cash and cash equivalents were reported at each balance
sheet date before 30 September 2022, and (ii) ATHC received and paid cash and cash
equivalents generated from the Liuwu Expressway business on behalf of the Target

Company from 30 September to 15 December 2022.

For the purpose of presenting the Historical Financial information, the net assets
of Liuwu Expressway business unit before the Business Transfer were presented as
“Reserves before the Business Transfer” in the statements of changes in equity of
the relevant periods and such balance as of the Business Transfer completion date
was accounted for as capital surplus of the Target Company pursuant to the Transfer

Agreement.

Before 15 December 2022 (the date of establishment of the Target Company), an
income tax rate of 25% has been adopted for the calculation of income tax expenses
in the Historical Financial Information, which was the applicable income tax rate of
ATHC during the periods.
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2.2

2.3

BASIS OF PREPARATION

The Historical Financial Information has been prepared in accordance with basis of
presentation set out in Note 2.1, significant accounting policies set out in Note 2.4 and
significant accounting judgements and estimates set out in Note 3. These accounting
policies and accounting estimates are in conformity with those of Anhui Expressway
Company Limited, and in accordance with HKFRSs (which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the HKICPA and accounting principles generally accepted
in Hong Kong. All HKFRSs effective for the accounting period commencing from
1 January 2023, together with the relevant transitional provisions, have been early
adopted by the Target Company in the preparation of the Historical Financial
Information throughout the Relevant Periods and in the period covered by the Interim

Comparative Financial Information.

The Historical Financial Information has been prepared under the historical cost
convention. These financial statements are represented in Renminbi (“RMB”) and
all values are rounded to the nearest thousand (RMB’000) except when otherwise

indicated.

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING
STANDARDS

The Target Company has not applied the following new and revised HKFRSs, that

have been issued but are not yet effective, in the Historical Financial Information.

Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor and

and HKAS 28 (2011) its Associate or Joint Venture®
Amendments to HKFRS 16 Lease Liability in a Sale and Leaseback'
Amendments to HKAS 1 Classitication of Liabilities as Current or Non-current
(the “2020 Amendments”)'?
Amendments to HKAS 1 Non-current Liabilities with Covenants

(the “2022 Amendments”)’
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2.4

Effective for annual periods beginning on or after 1 January 2024

No mandatory effective date yet determined but available for adoption

As a consequence of the 2022 Amendments, the effective date of the 2020 Amendments
was deferred to annual periods beginning on or after 1 January 2024. In addition, as a
consequence of the 2020 Amendments and 2022 Amendments, Hong Kong Interpretation
5 Presentation of Financial Statements — Classification by the Borrower of a Term Loan
that Contains a Repayment on Demand Clause was revised to align the corresponding
wording with no change in conclusion

The management of the Target Company is in the process of making an assessment
of the impact of these new and revised HKFRSs upon initial application. So far, the
management of the Target Company considers that these new and revised HKFRSs
may result in changes in accounting policies and are not expected to have a significant

impact on the Target Company’s balance sheet and financial performance.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Fair value measurement

The Target Company measures its financial assets at fair value through profit or loss
at fair value at the end of each Relevant Periods. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or paid to transfer the liability
takes place either in the principal market for the asset or liability, or in the absence
of a principal market, in the most advantageous market for the asset or liability. The
principal or the most advantageous market must be accessible by the Target Company.
The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market

participants act in their economic best interest.
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A fair value measurement of a non-financial asset takes into account a market
participant’s ability to generate economic benefits by using the asset in its highest and
best use or by selling it to another market participant that would use the asset in its

highest and best use.

The Target Company uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure fair value,
maximising the use of relevant observable inputs and minimising the use of

unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the Historical
Financial Information are categorised within the fair value hierarchy, described
as follows, based on the lowest level input that is significant to the fair value

measurement as a whole:

Level 1 - based on quoted prices (unadjusted) in active markets for identical assets

or liabilities

Level 2 - based on valuation techniques for which the lowest level input that is
significant to the fair value measurement is observable, either directly or

indirectly

Level 3 — based on valuation techniques for which the lowest level input that is

significant to the fair value measurement is unobservable

For assets and liabilities that are recognised in the Historical Financial Information
on a recurring basis, the Target Company determines whether transfers have occurred
between levels in the hierarchy by reassessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of

each Relevant Periods.
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Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an
asset is required (other than inventories, deferred tax assets and financial assets), the
asset’s recoverable amount is estimated. An asset’s recoverable amount is the higher
of the asset’s or cash-generating unit’s value in use and its fair value less costs of
disposal, and is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets,
in which case the recoverable amount is determined for the cash-generating unit to
which the asset belongs. In testing a cash-generating unit for impairment, a portion of
the carrying amount of a corporate asset (e.g., a headquarters building) is allocated to
an individual cash-generating unit if it can be allocated on a reasonable and consistent

basis or, otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset exceeds its
recoverable amount. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. An
impairment loss is charged to profit or loss in the period in which it arises in those

expense categories consistent with the function of the impaired asset.

An assessment is made at the end of each Relevant Periods as to whether there is an
indication that previously recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than goodwill is reversed
only if there has been a change in the estimates used to determine the recoverable
amount of that asset, but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortisation) had no impairment loss
been recognised for the asset in prior years. A reversal of such an impairment loss is

credited to profit or loss in the period in which it arises.
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Related parties

A party is considered to be related to the Target Company if:

(a)

or

(b)

the party is a person or a close member of that person’s family and that person

(1) has control or joint control over the Target Company;

(i1)  has significant influence over the Target Company; or

(iii) is a member of the key management personnel of the Target Company or

of a parent of the Target Company;

the party is an entity where any of the following conditions applies:

@) the entity and the Target Company are members of the same group;

(ii) one entity is an associate or joint venture of the other entity (or of a

parent, subsidiary or fellow subsidiary of the other entity);
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(iii) the entity and the Target Company are joint ventures of the same third

party;

(iv) one entity is a joint venture of a third entity and the other entity is an

associate of the third entity;

(v)  the entity is a post-employment benefit plan for the benefit of employees

of either the Target Company or an entity related to the Target Company;

(vi) the entity is controlled or jointly controlled by a person identified in (a);

(vii) a person identified in (a) (i) has significant influence over the entity or is
a member of the key management personnel of the entity (or of a parent

of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key
management personnel services to the Target Company or to the parent

of the Target Company.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at
cost less accumulated depreciation and any impairment losses. The cost of an item
of property, plant and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its

intended use.

Expenditure incurred after items of property, plant and equipment have been put
into operation, such as repairs and maintenance, is normally charged to profit or loss
in the period in which it is incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is capitalised in the carrying amount
of the asset as a replacement. Where significant parts of property, plant and equipment
are required to be replaced at intervals, the Target Company recognises such parts as

individual assets with specific useful lives and depreciates them accordingly.
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Depreciation is calculated on the straight-line basis to write off the cost of each item

of property, plant and equipment to its residual value over its estimated useful life as

follows:

Buildings 17 to 30 years
Safety, communication and signalling equipment 10 years
Toll stations and ancillary equipment 7 years
Motor vehicles 9 years
Other machinery and equipment 6 to 9 years

Where parts of an item of property, plant and equipment have different useful lives,
the cost of that item is allocated on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and the depreciation method are

reviewed, and adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially
recognised is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss on disposal or retirement
recognised in profit or loss in the year the asset is derecognised is the difference

between the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents items of property, plant and equipment under
construction, which are stated at cost less any impairment losses, and are not
depreciated. Cost comprises the direct costs of construction and capitalised borrowing
costs on related borrowed funds during the period of construction. Construction in
progress is reclassified to the appropriate category of property, plant and equipment

when completed and ready for use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The
cost of intangible assets acquired in a business combination is the fair value at the
date of acquisition. The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently amortised over the
useful economic life and assessed for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed at least at each

financial year end.
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Service concession arrangements

The Target Company has entered into contractual service arrangements with local
government authorities (“the Grantor”) for its participation in the construction,
development, financing, operation and maintenance of various toll road infrastructure.
Under these arrangements, the Target Company carries out the construction or
upgrade work of toll roads for the granting authorities from the Grantor and receives
in exchange of a right to operate the toll roads concerned and entitlement to the toll
collection from users of the toll road services (the “Service Concessions”). The Target
Company recorded the assets under the Service Concessions, including toll roads and
the associated land use rights, as “concession intangible assets” on the balance sheet,
to the extent that it received a right to charge users of the public service. The Target
Company does not have obligation to return the assets other than toll roads and the

associated land use rights to the Grantor at the end of concession period.

The Target Company account for revenue and costs relating to construction or upgrade
work and operation services under the Service Concessions in accordance with

HKFRS 15. Please refer to Note 2.4 revenue recognition for details.

Concession intangible assets are stated at cost, that is, the fair value of the
consideration in exchange for the construction services provided under the service

concession arrangements, less accumulated amortisation and impairment losses.

The amortisation of concession intangible assets is calculated using the straight-line

method to allocate cost over the concession periods granted (Note 1).

Where the carrying amount of the concession intangible assets is greater than its
estimated recoverable amount, it is written down immediately to its recoverable

amount.

The concession periods are approved by the Grantor therefore the Target Company
does not have renewal or termination option for the concession periods granted. At
the end of a concession period, the Target Company has to return these concession
intangible assets to the Grantor at specific conditions required by the law for toll
roads. The Target Company does not have rights to receive specified assets at the end

of concession period.

The pricing right of above toll roads is owned by the Grantor.
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As part of its obligations under the respective Service Concessions, the Target
Company assumes responsibility for maintenance and resurfacing of the toll roads
it manages. Other than the aforementioned, the Target Company does not have
obligations to acquire or build items of property, plant and equipment for toll road

services.

Software

Software is stated at cost less any impairment losses and is amortised on the straight-

line basis over its estimated useful life of 2 years.

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at
amortised cost, fair value through other comprehensive income, and fair value through

profit or loss.

The classification of financial assets at initial recognition depends on the financial
asset’s contractual cash flow characteristics and the Target Company’s business
model for managing them. With the exception of trade receivables that do not contain
a significant financing component or for which the Target Company has applied the
practical expedient of not adjusting the effect of a significant financing component,
the Target Company initially measures a financial asset at its fair value plus in the
case of a financial asset not at fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing component or for which the
Target Company has applied the practical expedient are measured at the transaction
price determined under HKFRS 15 in accordance with the policies set out for “Revenue

recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair
value through other comprehensive income, it needs to give rise to cash flows that
are solely payments of principal and interest (“SPPI”) on the principal amount
outstanding. Financial assets with cash flows that are not SPPI are classified and

measured at fair value through profit or loss, irrespective of the business model.
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The Target Company’s business model for managing financial assets refers to how
it manages its financial assets in order to generate cash flows. The business model
determines whether cash flows will result from collecting contractual cash flows,
selling the financial assets, or both. Financial assets classified and measured at
amortised cost are held within a business model with the objective to hold financial
assets in order to collect contractual cash flows, while financial assets classified and
measured at fair value through other comprehensive income are held within a business
model with the objective of both holding to collect contractual cash flows and selling.
Financial assets which are not held within the aforementioned business models are

classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade
date, that is, the date that the Target Company commits to purchase or sell the asset.
Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by regulation or convention

in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as

follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective
interest method and are subject to impairment. Gains and losses are recognised in

profit or loss when the asset is derecognised, modified or impaired.

Financial assets at fair value through other comprehensive income (debt instruments)

For debt investments at fair value through other comprehensive income, interest
income, foreign exchange revaluation and impairment losses or reversals are
recognised in profit or loss and computed in the same manner as for financial assets
measured at amortised cost. The remaining fair value changes are recognised in
other comprehensive income. Upon derecognition, the cumulative fair value change

recognised in other comprehensive income is recycled to profit or loss.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the balance sheet at

fair value with net changes in fair value recognised in profit or loss.
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Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group
of similar financial assets) is primarily derecognised (i.e., removed from the Target

Company’s balance sheet) when:

. the rights to receive cash flows from the asset have expired; or

. the Target Company has transferred its rights to receive cash flows from the asset
or has assumed an obligation to pay the received cash flows in full without
material delay to a third party under a “pass-through” arrangement; and either
(a) the Target Company has transferred substantially all the risks and rewards
of the asset, or (b) the Target Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of

the asset.

When the Target Company has transferred its rights to receive cash flows from an
asset or has entered into a pass-through arrangement, it evaluates if, and to what
extent, it has retained the risk and rewards of ownership of the asset. When it has
neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, the Target Company continues to recognise the
transferred asset to the extent of the Target Company’s continuing involvement. In
that case, the Target Company also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and

obligations that the Target Company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum

amount of consideration that the Target Company could be required to repay.

Impairment of financial assets

The Target Company recognises an allowance for expected credit losses (“ECLs”) for
all debt instruments not held at fair value through profit or loss. ECLs are based on
the difference between the contractual cash flows due in accordance with the contract
and all the cash flows that the Target Company expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that

are integral to the contractual terms.
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General approach

ECLs are recognised in two stages. For credit exposures for which there has not been
a significant increase in credit risk since initial recognition, ECLs are provided for
credit losses that result from default events that are possible within the next 12 months
(a 12-month ECL). For those credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss allowance is required for credit
losses expected over the remaining life of the exposure, irrespective of the timing of
the default (a lifetime ECL).

At each Relevant Periods, the Target Company assesses whether the credit risk on a
financial instrument has increased significantly since initial recognition. When making
the assessment, the Target Company compares the risk of a default occurring on the
financial instrument as at the Relevant Periods with the risk of a default occurring on
the financial instrument as at the date of initial recognition and considers reasonable
and supportable information that is available without undue cost or effort, including

historical and forward-looking information.

The Target Company considers a financial asset in default when contractual payments
are 90 days past due. However, in certain cases, the Target Company may also
consider a financial asset to be in default when internal or external information
indicates that the Target Company is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the Target
Company. A financial asset is written off when there is no reasonable expectation of

recovering the contractual cash flows.
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Financial assets at amortised cost are subject to impairment under the general
approach and they are classified within the following stages for measurement of ECLs
except for trade receivables and contract assets which apply the simplified approach as

detailed below.

Stage 1 - Financial instruments for which credit risk has not increased significantly
since initial recognition and for which the loss allowance is measured at

an amount equal to 12-month ECLs

Stage 2 - Financial instruments for which credit risk has increased significantly
since initial recognition but that are not credit-impaired financial assets
and for which the loss allowance is measured at an amount equal to
lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the Relevant Periods (but that
are not purchased or originated credit-impaired) and for which the loss

allowance is measured at an amount equal to lifetime ECLs

Simplified approach

For trade receivables and contract assets that do not contain a significant financing
component or when the Target Company applies the practical expedient of not
adjusting the effect of a significant financing component, the Target Company applies
the simplified approach in calculating ECLs. Under the simplified approach, the Target
Company does not track changes in credit risk, but instead recognises a loss allowance
based on lifetime ECLs at each Relevant Periods. The Target Company has established
a provision matrix that is based on its historical credit loss experience, adjusted for

forward-looking factors specific to the debtors and the economic environment.
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Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and borrowings, and

payables.

All financial liabilities are recognised initially at fair value and, in the case of loans

and borrowings and payables, net of directly attributable transaction costs.

The Target Company’s financial liabilities include trade and other payables,

borrowings and long-term payables.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as

follows:

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, borrowings and long-term payables are subsequently
measured at amortised cost, using the effective interest rate method unless the effect
of discounting would be immaterial, in which case they are stated at cost. Gains and
losses are recognised in profit or loss when the liabilities are derecognised as well as

through the effective interest rate amortisation process.
Amortised cost is calculated by taking into account any discount or premium on

acquisition and fees or costs that are an integral part of the effective interest rate. The

effective interest rate amortisation is included in finance costs in profit or loss.

~ 1124 -



APPENDIX II

FINANCIAL INFORMATION OF THE TARGET COMPANY

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is

discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the
original liability and a recognition of a new liability, and the difference between the

respective carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in
the balance sheet if there is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to realise the assets and

settle the liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined
on the first-in, first-out basis and comprises purchase cost, processing cost and other
cost. Net realisable value is based on estimated selling prices less any estimated costs

to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents comprise
cash on hand and demand deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash of generally within three months, are
subject to an insignificant risk of changes in value and have a short maturity when

acquired and form an integral part of the Target Company’s cash management.
For the purpose of the balance sheet, cash and cash equivalents comprise cash on hand

and at banks, including term deposits, and assets similar in nature to cash, which are

not restricted as to use.
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Paid-in capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the
issue of new shares or options are shown in equity as a deduction, net of tax, from the

proceeds.

Trade and other payables

Trade payables are obligations to pay for goods or services that have been acquired in
the ordinary course of business from suppliers. Trade and other payables are classified
as current liabilities if payment is due within one year or less (or in the normal
operating cycle of the business if longer). If not, they are presented as non-current

liabilities.

Trade and other payables are recognised initially at fair value and subsequently

measured at amortised cost using the effective interest method.

Provision

A provision is recognised when a present obligation (legal or constructive) has arisen
as a result of a past event and it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable estimate can be made of the

amount of the obligation.

As part of its obligations under the respective service concession arrangements, the
Target Company assumes responsibility for the maintenance and resurfacing of the
toll roads it operates during the concession periods. Provisions for maintenance and
resurfacing are recognised when the Target Company has a present obligation, it is
probable that an outflow of economic benefits will be required to settle the obligation,

and the amount of the obligation can be measured reliably.

Provision for maintenance and resurfacing obligations is initially measured at the best
estimate of the expenditure required to settle the related present obligation. Factors
surrounding a contingency, such as the risks, uncertainties and the time value of
money, if any, are taken into account as a whole in reaching the best estimate of the

provision.

The carrying amount of provisions is reviewed at the end of each Relevant Periods and

adjusted to reflect the current best estimate.
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Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised
outside profit or loss is recognised outside profit or loss, either in other comprehensive

income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered
from or paid to the taxation authorities, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the Relevant Periods, taking into
consideration interpretations and practices prevailing in the countries in which the

Target Company operates.

Deferred tax is provided, using the liability method, on all temporary differences at
the end of the Relevant Periods between the tax bases of assets and liabilities and their

carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

. when the deferred tax liability arises from the initial recognition of goodwill
or an asset or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit nor taxable

profit or loss; and

. in respect of taxable temporary differences associated with investments in
subsidiaries and associates, when the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences

will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, and the
carryforward of unused tax credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carryforward of unused tax credits

and unused tax losses can be utilised, except:

. when the deferred tax asset relating to the deductible temporary differences
arises from the initial recognition of an asset or liability in a transaction that is
not a business combination and, at the time of the transaction, affects neither

the accounting profit nor taxable profit or loss; and
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. in respect of deductible temporary differences associated with investments in
subsidiaries and associates, deferred tax assets are only recognised to the extent
that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the temporary

differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each Relevant
Periods and reduced to the extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at the end of each Relevant Periods
and are recognised to the extent that it has become probable that sufficient taxable

profit will be available to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to
apply to the period when the asset is realised or the liability is settled, based on tax
rates (and tax laws) that have been enacted or substantively enacted by the end of the

Relevant Periods.

Deferred tax assets and deferred tax liabilities are offset if and only if the Target
Company has a legally enforceable right to set off current tax assets and current tax
liabilities and the deferred tax assets and deferred tax liabilities relate to income taxes
levied by the same taxation authority on either the same taxable entity or different
taxable entities which intend either to settle current tax liabilities and assets on a net
basis, or to realise the assets and settle the liabilities simultaneously, in each future
period in which significant amounts of deferred tax liabilities or assets are expected to

be settled or recovered.

Government grants

Government grants are recognised at their fair value where there is reasonable
assurance that the grant will be received and all attaching conditions will be complied
with. When the grant relates to an expense item, it is recognised as income on a
systematic basis over the periods that the costs, for which it is intended to compensate,

are expensed.
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Revenue recognition

Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or
services is transferred to the customers at an amount that reflects the consideration
to which the Target Company expects to be entitled in exchange for those goods or

services.

When the consideration in a contract includes a variable amount, the amount of
consideration is estimated to which the Target Company will be entitled in exchange
for transferring the goods or services to the customer. The variable consideration
is estimated at contract inception and constrained until it is highly probable that a
significant revenue reversal in the amount of cumulative revenue recognised will not
occur when the associated uncertainty with the variable consideration is subsequently

resolved.

When the contract contains a financing component which provides the customer with
a significant benefit of financing the transfer of goods or services to the customer for
more than one year, revenue is measured at the present value of the amount receivable,
discounted using the discount rate that would be reflected in a separate financing
transaction between the Target Company and the customer at contract inception. When
the contract contains a financing component which provides the Target Company
with a significant financial benefit for more than one year, revenue recognised under
the contract includes the interest expense accreted on the contract liability under the
effective interest method. For a contract where the period between the payment by the
customer and the transfer of the promised goods or services is one year or less, the
transaction price is not adjusted for the effects of a significant financing component,

using the practical expedient in HKFRS 15.
(a)  Toll income from toll road operation
Toll income from toll road operation is recognised when the vehicles is passing

through and the Target Company receives the payment or has the right to

receive payment.
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Contract assets

A contract asset is the right to consideration in exchange for goods or services
transferred to the customer. If the Target Company performs by transferring goods
or services to a customer before the customer pays consideration or before payment
is due, a contract asset is recognised for the earned consideration that is conditional.
Contract assets are subject to impairment assessment, details of which are included in

the accounting policies for impairment of financial assets.

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due
(whichever is earlier) from a customer before the Target Company transfers the related
goods or services. Contract liabilities are recognised as revenue when the Target
Company performs under the contract (i.e., transfers control of the related goods or

services to the customer).

Employee benetits

Defined contribution pension schemes

Each company of the Target Company contributes on a monthly basis to defined
contribution pension schemes in the PRC based on a percentage of the relevant
employee’s monthly salaries. The Target Company’s contributions to defined
contributions pension schemes are charged to profit or loss as they become payable
to the schemes. The Target Company has no legal or constructive obligations to
pay further contributions even if the schemes do not hold sufficient assets to pay all

employees the benefits relating to employee in the current and prior periods.

As stipulated by the laws and regulations in the PRC, the Target Company contributes
to the state-sponsored retirement schemes for its employee in the PRC (i.e., pension
insurance). The Target Company’s employees make monthly contributions to the
schemes at approximately 8% of the relevant income (comprising wages, salaries and
bonuses), and the Target Company contributes 16% of such relevant income since
May 2019, subject to certain ceiling. The state-sponsored retirement schemes are
responsible for the entire post-retirement benefit obligations payable to the retired

employees.
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In addition to the government-sponsored defined contribution pension schemes, the
Target Company operates an additional employee pension scheme. All employees are
entitled to an additional pension each year aggregating to 8% of the previous year’s

salaries.

Housing fund

According to the relevant rules and regulations of the Anhui Province, the Target
Company and its employees are each required to make contributions, which are in
proportion to the employees’ salaries or wages of the prior year, to a housing fund.
Contributions to a housing fund administered by the Public Accumulation Funds

Administration Centre are charged to profit or loss as incurred.

Borrowings costs

Borrowing costs directly attributable to the acquisition, construction or production of
qualifying assets, i.e., assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as part of the cost of those assets.
The capitalisation of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on the temporary
investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs capitalised. All other borrowing costs are expensed
in the period in which they are incurred. Borrowing costs consist of interest and other

costs that an entity incurs in connection with the borrowing of funds.

Dividends

Final dividends are recognised as a liability when they are approved by the
shareholders in a general meeting. Proposed final dividends are disclosed in the notes

to the Historical Financial Information.

Foreign currencies

The Historical Financial Information are presented in RMB, which is the Target
Company’s functional currency. Foreign currency transactions recorded by the Target
Company are initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency rates of exchange ruling
at the end of each Relevant Period. Differences arising on settlement or translation of

monetary items are recognised in profit or loss.
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Non-monetary items that are measured in terms of historical cost in a foreign currency
are translated using the exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change in fair value of the item (i.e.,
translation difference on the item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in other comprehensive

income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the related asset, expense or
income on the derecognition of a non-monetary asset or non-monetary liability relating
to an advance consideration, the date of initial transaction is the date on which the
Target Company initially recognises the non-monetary asset or non-monetary liability
arising from the advance consideration. If there are multiple payments or receipts in
advance, the Target Company determines the transaction date for each payment or

receipt of the advance consideration.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Target Company’s Historical Financial Information requires
management to make judgements, estimates and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amounts of the

assets or liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at
the end of the Relevant Periods, that have a significant risk of causing a material adjustment

to the carrying amounts of assets and liabilities within the next financial year, are described

below.
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Estimation of amortisation periods of concession intangible assets

The Target Company amortises the concession intangible assets using the straight-line
method over the concession periods granted (Note 1). The concession periods are approved
by the Grantor therefore the Target Company does not have renewal or termination option for

the concession periods.

If the Grantor requires to extend or shorten the concession periods, management will revise
the amortisation charges which are different to previously calculated, or recognise an

impairment loss, if any.

4. OPERATING SEGMENT INFORMATION

Management reviews profit or loss of the Target Company as a whole to make decision
about performance assessment and resource allocation. The operation of the Target Company
constitutes one single operating segment under HKFRS8 “Operating Segments” and
accordingly, no separate segment information is prepared. No segment assets and liabilities

are presented as management does not regularly review segment assets and liabilities.

Geographical information

All of the Target Company’s revenue is generated in the PRC and all of its assets are located

in the PRC. Accordingly, no geographical information is presented.
Information about major customers
No revenue amounted to 10% or more of the Target Company’ revenue was derived from

sales to a single customer or a group of customers under common control in the Relevant

Periods.
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5. REVENUE, OTHER INCOME AND GAINS

An analysis of revenue is as follows:

Year ended Two months ended

31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)
Toll income from toll roads

operation 401,726 559,982 524,152 92,697 95,407
Year ended Two months ended

31 December 28 February
2020 2021 2022 2022 2023

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Other income and gains — net
Net losses from disposal of
property, plant and equipment
(Note 6) (3,214) - 4) - -

Other income and gains (3.214) - 4) - -
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6. PROFIT BEFORE TAX

The Target Company’s profit before tax is arrived at after charging:

Notes

Taxes and surcharges

Employee benefit expense
(including director’s
and chief executive’s
remuneration):

Wages, salaries and
allowances, social security
and benefits

Defined contribution pension

schemes

Depreciation in respect of:
— property, plant and
equipment 11
Amortisation in respect of:
— concession intangible
assets 10
— intangible assets 12
Net losses from disposal
of property, plant and

equipment 5

Two months ended
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Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

1,960 2,498 2,509 419 396
11,550 10,785 12,067 2,535 1,964
452 1,551 2,172 343 311
12,002 12,336 14,239 2,878 2,275
6,945 6,419 9,361 1,058 2,842
141,180 141,180 141,180 23,530 23,530
604 553 - - -
3,214 - 4 - -
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7. DIRECTOR’S AND SUPERVISOR’S REMUNERATION

Two months ended

Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Fees - - - - -

Other emoluments:
Salaries, allowances and benefits
in kind - - - - -
Defined contribution pension

schemes - - - - -

For each of the years ended 31 December 2020, 2021 and 2022 and the two months
ended 28 February 2022 and 2023, the remuneration of the above director and supervisor
are Nil. Those director and supervisor who did not receive any remuneration from the
Target Company during the years ended 31 December 2020, 2021 and 2022 and the two
months ended 28 February 2022 and 2023 have positions in the Target Company’s parent
company (ATHC) that borne all of their remuneration. Save as disclosed above, there was
no arrangement under which a director or supervisor has waived or agreed to waive any

emoluments.
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8. FIVE HIGHEST PAID EMPLOYEES

Details of the remuneration for each of the years ended 31 December 2020, 2021 and 2022,
and the two months ended 28 February 2022 and 2023 of the five highest paid employees
who are neither a director nor chief executive of the Target Company, respectively, are as

follows:

Two months ended

Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Salaries, allowances and benefits
in kind 506 557 598 99 100
Defined contribution pension
schemes 34 112 117 20 22
540 669 715 119 122

The number of non-director and non-supervisor highest paid employees whose remuneration

fell within the following band is as follows:

Two months ended
Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Nil to HKD1,000,000 5 5 5 5 5
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9. INCOME TAX

The amount of taxation charged to the income statement represents:

Two months ended

Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Current taxation — CIT 39,921 80,460 66,691 12,634 13,294
Deferred taxation charged to the
consolidated income statement
(Note 13) 5,748 5,748 5,749 957 958

45,669 86,208 72,440 13,591 14,252

A reconciliation of the tax expense applicable to profit before tax at the statutory rate for the
jurisdiction in which the Target Company is domiciled to the tax expense at the effective tax

rate is as follows:

Two months ended

Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Profit before tax 182,676 344,831 289,759 54,363 57,009
Tax at the statutory tax rate
at 25% 45,669 86,208 72,440 13,591 14,252
Tax charge at the Target Company’s
effective tax rate 45,669 86,208 72,440 13,591 14,252
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10. CONCESSION INTANGIBLE ASSETS

Cost

Accumulated amortisation

Net book amount

Opening net book amount

Amortisation charges (Note 6)

Closing net book amount

As at 31 December As at 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

4235405 4235405 4235405 4235405 4,235,405
(1,564,747) (1,705,927) (1,847,107) (1,729,457) (1,870,637)

2,670,658 2,529,478 2,388,298 2,505,948 2,364,768

2,811,838 2,670,658 2529478 2,529,478 2,388,298
(141,180)  (141,180) (141,180)  (23,530)  (23,530)

2,670,658 2,529,478 2,388,298 2,505,948 2,364,768

No borrowing costs have been capitalised in the years ended 31 December 2020, 2021, 2022
and the two months ended 28 February 2022 and 2023.

As at 31 December 2020, 2021 and 2022, and 28 February 2022 and 2023, the land use rights

certificate for Xianhua toll station has not yet been obtained. The land use right for Dagudian

toll station has been transferred to the Target Company, however, due to historical reasons

during the construction period, the land use rights certificate for Dagudian toll station is in

the same certificate for other expressway mainline land of Anhui Transportation Holding

Group, and the certificate holder is Anhui Transportation Holding Group.

As at 31 December 2020, 2021 and 2022, and 28 February 2022 and 2023, there was no

indication of impairment of the Target Company’s intangible assets and no provision for

impairment of intangible assets was required.
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11. PROPERTY, PLANT AND EQUIPMENT

31 December 2020

At 1 January 2020:
Cost
Accumulated depreciation

[mpairment

Net carrying amount

At 1 January 2020,
net of accumulated
depreciation
and impairment

Additions

Disposals

Depreciation provided during
the year (Note 6)

Transfers

At 31 December 2020,
net of accumulated
depreciation

and impairment

At 31 December 2020:
Cost
Accumulated depreciation

[mpairment

Net carrying amount

Safety,
communication  Toll stations Other
and signalling  and ancillary Motor machinery  Construction
Buildings equipment equipment vehicles and equipment in progress Total
RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000 RMB 000
68,755 153,945 16,455 3,843 93,422 7,062 343,482
(21,439) (143,179) (14,496) (1,427) (82,113) - (262,654)
47316 10,766 1,959 2416 11,309 7,062 80,828
47316 10,766 1,959 2416 11,309 7,062 80,828
- 117 - - 996 - 1,113
(704) (1,903) (675) 4 (230) - (3,516)
(2,198) (1,543) (397) (412) (2,399) - (6,949)
- 1,084 - - 5978 (7,062) -
44414 8,521 887 2,000 15,658 - 71,480
67,730 136,208 3,357 3,805 92,932 - 304,032
(23,316) (127,687) (2,470) (1,805) (77,274 - (232,552)
44414 8,521 887 2,000 15,658 - 71,480
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31 December 2021

At 1 January 2021:
Cost
Accumulated depreciation

[mpairment

Net carrying amount

At 1 January 2021,
net of accumulated
depreciation
and impairment

Additions

Depreciation provided during
the year (Note 6)

At 31 December 2021,
net of accumulated
depreciation

and impairment

At 31 December 2021:
Cost
Accumulated depreciation

Impairment

Net carrying amount

Safety,
communication  Toll stations Other
and signalling  and ancillary Motor machinery  Construction
Buildings equipment equipment vehicles and equipment in progress Total
RMB000 RMB 000 RMB’000 RMB 000 RMB 000 RMB 000 RMB 000
67,730 136,208 3,357 3,805 92,932 - 304,032
(23,316) (127,687) (2,470) (1,805) (77,274) - (232,552)
44414 8,521 887 2,000 15,658 - 71,480
44414 8,521 887 2,000 15,658 - 71,480
- - - 401 - 50,826 51,207
(2,190) (737) (173) (409) (2,910) - (6,419)
42,24 7,784 14 1,992 12,748 50,826 116,288
67,730 136,208 3,357 4,206 92,932 50,826 355,259
(25,506) (128,424) (2,643) (2,214) (80,184) - (238,971)
42224 7,784 14 1,992 12,748 50,826 116,288
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31 December 2022

At 1 January 2022:
Cost
Accumulated depreciation

[mpairment

Net carrying amount

At 1 January 2022,
net of accumulated
depreciation
and impairment

Additions

Disposals

Depreciation provided during
the year (Note 6)

Transfers

At 31 December 2022,
net of accumulated
depreciation

and impairment

At 31 December 2022:
Cost
Accumulated depreciation

[mpairment

Net carrying amount

Safety,
communication  Toll stations Other
and signalling  and ancillary Motor machinery  Construction
Buildings equipment equipment vehicles and equipment in progress Total
RMB000 RMB 000 RMB’000 RMB 000 RMB 000 RMB 000 RMB 000
67,730 136,208 3,357 4,206 92,932 50,826 355,259
(25,506) (128,424) (2,643) (2,214) (80,184) - (238,971)
42,24 7,784 14 1,992 12,748 50,826 116,288
42,224 7,784 14 1,992 12,748 50,826 116,288
- 4,040 1,205 793 4473 91,120 101,631
- - - (30) - - (30)
(3,873) (1,402) (532) (406) (3,148) - (9,361)
119,130 10,091 8,702 - 4,023 (141,946) -
157,481 20,513 10,089 2,349 18,096 - 208,528
186,360 150,339 13,264 4012 101,428 - 455,903
(29,379) (129,326) (3,179) (1,663) (83,332) - (247375)
157,481 20,513 10,089 2,349 18,096 - 208,528
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28 February 2022 (unaudited)

At 1 January 2022:
Cost
Accumulated depreciation

[mpairment

Net carrying amount

At 1 January 2022,
net of accumulated
depreciation
and impairment
Depreciation provided during
the period (unaudited) (Note 6)

At 28 February 2022,
net of accumulated
depreciation
and impairment

(unaudited)

At 28 February 2022: (unaudited)
Cost
Accumulated depreciation

Impairment

Net carrying amount

Safety,
communication  Toll stations Other
and signalling  and ancillary Motor machinery  Construction

Buildings equipment equipment vehicles and equipment in progress Total
RMB000 RMB 000 RMB’000 RMB 000 RMB 000 RMB 000 RMB 000
67,730 136,208 3,357 4,206 92,932 50,826 355,259
(25,506) (128,424) (2,643) (2,214) (80,184) - (238,971)
42,24 7,784 14 1,992 12,748 50,826 116,288
42,224 7,784 14 1,992 12,748 50,826 116,288
(366) (123) (27) (79) (467) - (1,058)
41,858 7,661 087 1917 12,281 50,826 115,230
67,730 136,208 3,357 4,206 92,932 50,826 355,259
(25.872) (128,547) (2,670) (2,289) (80,651) - (240,029)
41,858 7,661 087 1917 12,281 50,826 115,230
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28 February 2023

At 1 January 2023
Cost
Accumulated depreciation

[mpairment

Net carrying amount

At [ January 2023,
net of accumulated
depreciation
and impairment
Depreciation provided during
the period (Note 6)

At 28 February 2023,
net of accumulated
depreciation

and impairment

At 28 February 2023:
Cost
Accumulated depreciation

[mpairment

Net carrying amount

Safety,
communication  Toll stations Other
and signalling  and ancillary Motor machinery  Construction

Buildings equipment equipment vehicles and equipment in progress Total
RMB000 RMB 000 RMB’000 RMB 000 RMB 000 RMB 000 RMB 000
186,360 150,339 13,264 4012 101,428 - 455,903
(29,379) (129,326) (3,179) (1,663) (83,332) - (247375)
157,481 20,513 10,089 2,349 18,096 - 208,528
157,481 20,513 10,089 2,349 18,096 - 208,528
(1,488) (341) (254) (M) (687) - (2,842)
155,993 20,172 9,835 2217 17,409 - 205,686
186,360 150,339 13,264 4012 101,428 - 455,903
(30,867) (130,167) (3,429) (1,735) (84,019) - (250,217)
155,993 20,172 9,835 2217 17,409 - 205,686
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12.

INTANGIBLE ASSETS

31 December 2020

Cost at 1 January 2020, net of accumulated amortisation

Amortisation provided during the year (Note 6)

At 31 December 2020

At 31 December 2020:
Cost

Accumulated amortisation and impairment

Net carrying amount

31 December 2021

Cost at 1 January 2021, net of accumulated amortisation

Amortisation provided during the year (Note 6)

At 31 December 2021

At 31 December 2021:
Cost

Accumulated amortisation and impairment

Net carrying amount
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Acquired computer
software licences
RMB’000

1,157
(604)

553

1,357
(804)

553

Acquired computer
software licences
RMB’000

553
(553)

1,357
(1,357)
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Acquired computer
software licences
RMB’000

31 December 2022

Cost at 1 January 2022, net of accumulated amortisation —

Amortisation provided during the year (Note 6) -

At 31 December 2022 —

At 31 December 2022:
Cost 1,357

Accumulated amortisation and impairment (1,357)

Net carrying amount -

Acquired computer
software licences
RMB’000

28 February 2022 (unaudited)

Cost at 1 January 2022, net of accumulated amortisation —

Amortisation provided during the period (unaudited) (Note 6) -

At 28 February 2022 (unaudited) -

At 28 February 2022 (unaudited)
Cost 1,357

Accumulated amortisation and impairment (1,357)

Net carrying amount -
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Acquired computer
software licences
RMB’000

28 February 2023

Cost at 1 January 2023, net of accumulated amortisation —

Amortisation provided during the period (Note 6) -

At 28 February 2023 -

At 28 February 2023:
Cost 1,357

Accumulated amortisation and impairment (1,357)

Net carrying amount -
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13.

DEFERRED TAX

The movements in deferred tax assets during the periods are as follows:

Deferred tax assets

Gross deferred tax assets at 1 January 2020

Deferred tax charged to the income statement (Note 9)

Gross deferred tax assets at 31 December 2020 and 1 January 2021

Deferred tax charged to the income statement (Note 9)

Gross deferred tax assets at 31 December 2021 and 1 January 2022

Deferred tax charged to the income statement (Note 9)

Gross deferred tax assets at 31 December 2022 and 1 January 2023

Gross deferred tax assets at 31 December 2021 and 1 January 2022

Deferred tax charged to the income statement (unaudited) (Note 9)

Gross deferred tax assets at 28 February 2022 (unaudited)

Gross deferred tax assets at 31 December 2022 and 1 January 2023

Deferred tax charged to the income statement (Note 9)

Gross deferred tax assets at 28 February 2023

Amortisation
difference between
accounting and tax

regulations
RMB’000

116,843
(5,748)

111,095

(5,748)

105,347

(5,749)

99,598

105,347
(957)

(104,390)

99,598

(958)
98,640

For presentation purposes, certain deferred tax assets and liabilities have been offset in the

statement of financial position. As at 31 December 2020, 2021 and 2022, and 28 February

2022 and 2023, the offset amount was nil.

As at 31 December 2020, 2021 and 2022, and 28 February 2022 and 2023, the Company had

no deductible temporary differences and deductible losses for unrecognized deferred income

tax assets.
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14. INVENTORIES

As at 28
As at 31 December February
2020 2021 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000
Materials and spare parts - - 130 68
Less: Provision of write-down - - - -
- - 130 68
15. RECEIVABLES AND PREPAYMENTS
As at 28
As at 31 December February
2020 2021 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000
Receivables:

Toll road income receivable 10,258 11,573 7,142 12,816
Receivables from related parties - - 58,531 120,897
Less: Provision for impairment - - - -
10,258 11,573 65,673 133,713

The ageing analysis of the receivables is as follows:
As at 28
As at 31 December February
2020 2021 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000
Within 1 year 10,258 11,573 65,673 133,713

Receivables and prepayments are collected by ATHG on behalf of the Target Company (Note

24).
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16. CASH AND CASH EQUIVALENTS

As at 28
As at 31 December February
2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB’000

Cash and cash equivalents - - - 4,999

As at 31 December 2020, 2021 and 2022 and 28 February 2023, cash and bank balances were
denominated in RMB.

17. PAID-IN CAPITAL

As at 28
As at 31 December February
2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB’000

Paid-in capital - — — 5,000

18. DISTRIBUTIONS TO ATHC

Two months ended
Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Distributions to ATHC 291,745 381,681 198,079 46,673 -
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19.

20.

TRADE AND OTHER PAYABLES

Deposits for construction projects

Staff salaries and welfare

Other taxation payables

Service fee payable for collection of
toll roads income

Service fee payable for repair

and maintenance

As at 28

As at 31 December February

2020 2021 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000
250 355 305 300

- - - 793

1,987 1,896 1,602 1,700
2,638 870 699 550
8,376 31,882 14,468 4,842
13,251 35,003 17,074 8,185

As at 31 December 2020, 2021 and 2022 and 28 February 2023, trade and other payables of
RMB3,229 thousand, RMB3,215 thousand, RMB2,314 thousand and RMB2,409 thousand

were aged Oover one year.

As at 31 December 2020, 2021 and 2022 and 28 February 2023, the fair values of trade

and other payables, except for staff salaries and welfare and other taxation payables,

approximated their carrying amounts.

Trade and other payables are paid by ATHG on behalf of the Target Company (Note 24).

PROVISION

31 December 2020

At 1 January 2020
Additional provision

Amounts utilised during the year

At 31 December 2020

Total
RMB’000

33,107
(32,711)

396
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31 December 2021

At 1 January 2021
Additional provision

Amounts utilised during the year

Total
RMB’000

396
33,121
(32,877)

At 31 December 2021

640

31 December 2022

At 1 January 2022
Additional provision

Amounts utilised during the year

Total
RMB’000

640
45,666
(44,397)

At 31 December 2022

1,909

28 February 2023

At 1 January 2023
Additional provision

Amounts utilised during the period

Total
RMB’000

1,909
6,117
(1,256)

At 28 February 2023

6,770

Provisions are paid by ATHG on behalf of the Target Company (Note 24).
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21. NOTES TO THE STATEMENT OF CASH FLOWS

Cash generated from operating activities

Two months ended

Notes Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
PROFIT BEFORE INCOME TAX 182,676 344,831 289,759 54,363 57,009
ADJUSTMENTS FOR:

Amortisation of concession intangible assets 10 141,180 141,180 141,180 23,530 23,530

Depreciation of property, plant and equipment 7/ 6,945 6,419 9,361 1,058 2,842

Amortisation of intangible assets 12 604 553 - - -
Net loss on disposal of property,

plant and equipment 5 3,214 - 4 - -

334,619 492,983 440,304 78,951 83,381

(Increase)/decrease in inventories - - (130) - 62

Decrease/(increase) in receivables

and prepayments 14,458 (1,315) 4,431 5,750 (5,674)
(Decrease)/increase in other operating

liabilities (17,174) 21,752 (17,929) (28,635) (8,889)
Increase in provision 20 396 244 1,269 8,385 4,861
Cash generated from operating activities 332,299 513,664 427,945 64,451 73,741
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22.

23.

Before 15 December 2022 (the date of establishment of the Target Company), the Liuwu
Expressway did not hold any business unit specific bank accounts and all of its cash and
cash equivalents were centrally controlled and managed by ATHC, through ATHC’s bank
accounts, together with those cash and cash equivalents generated from other business units
of ATHC. Pursuant to the Transfer Agreement corresponding to the Business Transfer,
the Target Company is entitled to the profit or loss of Liuwu Expressway business on or
after 30 September 2022, and the relevant assets transferred to the Target Company during
the Business Transfer did not include any cash and cash equivalents. Consequently, when
preparing the Historical Financial Information, (i) net cash and cash equivalents generated
by Liuwu Expressway business before 30 September 2022 have been treated as distributions
appropriated and paid to ATHC (the “Distributions™), so that nil cash and cash equivalents
were reported at each balance sheet date before 30 September 2022, and (ii) ATHC received
and paid cash and cash equivalents generated from the Liuwu Expressway business on behalf

of the Target Company from 30 September to 15 December 2022.

CONTINGENT LIABILITIES

As at 31 December 2020, 2021 and 2022 and 28 February 2023, the Target Company did not

have any significant contingent liabilities.

COMMITMENTS

Capital expenditure at the balance sheet date but not yet incurred is as follows:

As at 28
As at 31 December February
2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB’000

Contracted but not provided for

— Property, plant and equipment - 18,055 - -
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24.

RELATED PARTY TRANSACTIONS

The Target Company’s parent company is ATHC, a state-owned enterprise established in
Anhui Province, the PRC, and is controlled by the PRC government. It owns a significant

portion of the expressway assets in Anhui Province.

In accordance with HKAS 24 (Revised), “Related Party Disclosures”, government related
entities and their subsidiaries, directly or indirectly controlled, jointly controlled or
significantly influenced by the PRC government are defined as related parties of the Target
Company. On that basis, related parties include ATHC and its subsidiaries (other than the
Target Company), other government-related entities and their subsidiaries, other entities and
corporations in which the Target Company is able to control or exercise significant influence
and key management personnel of the Target Company and ATHC as well as their close
family members. The Target Company believes that these transactions are carried out on
terms that are similarly and consistently applied to all other customers or suppliers. However,
due to the complex ownership structure, the PRC government may hold indirect interests in
many companies. Some of these interests may, in themselves or when combined with other
indirect interests, be controlling interests which may not be known to the Target Company. As
a result, these transactions with other government-related entities and their subsidiaries are
exempted from the related party transaction disclosure requirements as set out in HKAS 24
(Revised).

The Target Company’s director believes that information in respect of related party
transactions has been adequately disclosed in the Historical Financial Information and are
of the view that the following companies are related parties that had material transactions or

balances with the Target Company during the periods.
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(a)

Information about related parties

Name

ATHC

Anhui Transport Consulting & Design Institute Co., Ltd.
(“BRUB ZBELB DR BT R A IR R, “ATCD”)

Anhui Expressway Experiment Research Centre Co., Ltd.
(“ERUE R A SRR DA RA R, “AERC”)

Anhui Expressway Network Operation Co., Ltd
(ERAE BB AES HRA R, “AENO”)

Anhui Transportation Engineering Group Co., Ltd.

(formerly named Anhui Gaolu Construction Co., Ltd.)
(ERHETREBARAR, B4 LREREERARAT", “ATEGC”)

Anhui Zhongxing Project Management Co., Ltd.
CEEETRTRERARAR, “AZPMC”)

Anhui Transportation United Card Holding Co., Ltd.
(LREE— FEERARA A, “ATUCC”)

Anhui Transportation Information Industry Co., Ltd.
(ERACHAR BEEARA R, “ATID)

Anhui Huanyu Highway Construction Development Co., Ltd.
(EREEMHB B RA R, RAEMERT AR ESR MR AREE LA,
“AHHCD”)

Anhui Jinggong Construction General Co., Ltd.
(EREHTERZERGRAA", “AJCG”)

Anhui Qixing Project Testing Co., Ltd.
(ERECETREMSA R, “AQPT”)

Anhui Jiaoyun Group Automobile Sales Co., Ltd
(ERCEE B EARA A, “AJASC?)

Anhui Shengxuan Municipal Garden Engineering Co., Ltd.
(BB R T B M CREA IR A, “ASGEC”)
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Relationships with

the Target Company

Parent company
Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC

Subsidiary of ATHC
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(b) In addition to the transactions detailed elsewhere in these financial statements,

the Target Company had the following transactions with related parties during

the year/period:

Service fee for management of toll roads:
ATHC

Purchases, construction, maintenance
and testing services: (ii)
ATEGC
AERC
AICG
AQPT
ATCD
ATII
AZPMC
AJASC
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Two months ended

Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’ 000

(unaudited)

8,990 9,563 9,192 956 1,227
4,935 11,107 62,676 - 355
115 210 156 - -
- 256 17,555 - -
1,855 263 3,033 - -
59 - 2,127 - -
- - 334 - -
- - 437 - -
- 412 793 - -
6,964 12,248 87,111 - 355
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Service fees for the collection of toll road
income:
ATUCC
AENO

Toll road income received on behalf of the
Target Company (iii)
AENO

Collection on behalf of the Target
Company (iv)
ATHC

Payment on behalf of the Target
Company (iv)
ATHC
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Two months ended

Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
- 1,903 1,781 306 324
6,353 1,326 1,242 213 226
6,353 3,229 3,023 519 550

Two months ended
Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

401,726 559,982 524,152 92,697 95,407

Two months ended

Year ended 31 December 28 February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
422,790 575,466 544,333 101,227 92,595
(131,045) (193,785) (287,724)  (54,554)  (30,229)
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(c)

Notes:

()

(i)

(iii)

(iv)

During the relevant periods, the transactions were carried out in accordance with the
terms and conditions similar to those offered by third parties in the ordinary course of
business.

It mainly represented payable to these related parties for the purchases, construction,
maintenance and testing services in connection with expressway.

During the years ends 31 December 2020, 2021 and 2022 and the two months ended 28
February 2022 and 2023, the net amounts collected by related parties were RMB401,726
thousand, RMB559,982 thousand, RMB524,152 thousand, RMB92,697 thousand and
RMB95,407 thousand, respectively.

During the years ends 31 December 2020, 2021 and 2022 and the two months ended 28
February 2022 and 2023, ATHC collects and pays on behalf of the Target Company (Note
2.1).

Outstanding balances with related parties

As at 28
As at 31 December February
2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB’ 000

Trade payables

ATEGC 232 9,747 2,552 1,377
ATI - - 11 11
AJASC - - 24 24
AERC 115 210 156 -
AHHCD 646 646 - -
ATCD 415 387 440 440
AJCG 363 429 499 499
AQPT 1,855 263 - -
ASGEC 538 - - -

4,164 11,682 3,682 2,351

Other payables

ATUCC - 513 412 324
AENO 2,638 357 287 226
AHHCD 50 50 - -

2,688 920 699 550
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(d) Receivables

Asat 31 December 2020 Asat 31 December 2021~ As at 31 December 2022 As at 28 February 2023

Provision Provision Provision Provision

Book for Book for Book for Book for

value  impairment value  impairment value  impairment value  impairment

RMB000  RMB000 ~ RMB'OOO  RMB000 ~ RMB000  RMB000  RMB'000  RMB'000

ATHC - - - - 58,531 - 120,897 -
AENO 10,258 - 11,573 - 7,142 - 12816 -
10,258 - 11,573 - 65,073 - 133,713 -

25. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the

Relevant Periods are as follows:

As at 31 December 2020

Financial assets

Receivables

Financial liabilities

Trade and other payables (exclude Staff salaries

and welfare and Other taxation payables)
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Financial assets
at amortised cost
RMB’000

10,258

Financial liabilities
at amortised cost
RMB 000

11,264




APPENDIX II FINANCIAL INFORMATION OF THE TARGET COMPANY

As at 31 December 2021

Financial assets

Receivables

Financial liabilities

Trade and other payables (exclude Staff salaries

and welfare and Other taxation payables)

As at 31 December 2022

Financial assets

Receivables

Financial liabilities

Trade and other payables (exclude Staff salaries

and welfare and Other taxation payables)
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Financial assets
at amortised cost
RMB’000

11,573

Financial liabilities
at amortised cost
RMB’000

33,107

Financial assets
at amortised cost
RMB’000

65,673

Financial liabilities
at amortised cost
RMB 000

15,472
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As at 28 February 2023

Financial assets

Receivables

Cash and cash equivalents

Financial liabilities

Trade and other payables (exclude Staff salaries

and welfare and Other taxation payables)
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Financial assets
at amortised cost
RMB’000

133,713
4,999

138,712

Financial liabilities
at amortised cost
RMB’000

5,692
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26.

27.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

Below analyses financial instruments carried at fair value, by valuation method. The different

levels have been defined as follows:

o Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

. Inputs other than quoted prices included within level 1 that are observable for the asset
or liability, either directly (that is, as prices) or indirectly (that is, derived from prices)
(level 2).

. Inputs for the asset or liability that are not based on observable market data (that is,

unobservable inputs) (level 3).

The nominal value less impairment provision of receivables, trade and other payables are
assumed to approximate their fair values due to short period of maturity dates. The fair
value of financial liabilities for disclosure purposes is estimated by discounting the future
contractual cash flows at the current market interest rate that is available to the Target

Company for similar financial instruments.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Target Company’s principal financial instruments comprise cash and short-term deposits.
The main purpose of these financial instruments is to raise finance for the Target Company’s
operations. The Target Company has various other financial assets and liabilities such as

receivables and trade payables, which arise directly from its operations.

The main risks arising from the Target Company’s financial instruments are interest rate risk,
foreign currency risk, credit risk and liquidity risk. The director reviews and agrees policies

for managing each of these risks and they are summarised below.

The Target Company’s activities do not expose it to significant interest rate risk because it

has no long-term debt obligations with a floating interest rate.
The Target Company’s activities do not expose it to significant foreign exchange risk

because it principally operates in the PRC and RMB is the currency of the primary economic

environment in which the Target Company operates.
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Credit risk

The Target Company’s credit risk mainly arises from cash and other financial assets. The
carrying amounts of financial assets represented the Target Company’s maximum exposure

in relation to financial assets.

The Target Company’s cash are mainly bank deposits deposited with reputable state-
owned banks and other large and medium-sized listed banks with high credit ratings, which
the Target Company believes does not have significant credit risk and will hardly incur

significant losses due to bank defaults.

Other financial assets at amortised cost include receivables. Receivables are mainly due from
related parties and the government, and are considered be low credit risk where they have
a low risk of default and the counterparty has a strong capacity to meet its contractual cash

flow obligations in the near term. Please refer to Note 15 for details.

Except for the cash and receivables as mentioned above, the Target Company does not have
any significant concentration of credit risk exposure associated with a particular single

counterparty or a particular group of counterparties having similar characteristics.

Liquidity risk

The Target Company’s toll road income is settled in cash.

The table below analyses the Target Company’s financial liabilities into relevant maturity
groupings based on the remaining period at the balance sheet and balance sheet to the
contractual maturity date. The amounts disclosed in the table are the contractual undiscounted

cash flows:

As at 31 December 2020
Within 1to3 3toS Over 5
1 year years years years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’ 000

Trade and other payables,
excluding other taxation
payables, staff salaries
and welfare 11,264 — - - 11,264
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Trade and other payables,
excluding other taxation
payables, staff salaries

and welfare

Trade and other payables,
excluding other taxation
payables, staff salaries

and welfare

Trade and other payables,
excluding other taxation
payables, staff salaries

and welfare

As at 31 December 2021

Within 1to3 3to5 Over 5
1 year years years years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
33,107 - - - 33,107
As at 31 December 2022
Within 1to3 3toS Over 5
1 year years years years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
15,472 - - - 15,472
As at 28 February 2023
Within 1to3 3toS Over 5
1 year years years years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
5,692 - - - 5,692
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28.

29.

Capital management

The Target Company’s objectives for managing capital are to safeguard the Target
Company’s ability to continue as a going concern to provide returns for shareholders and to

maintain an optimal capital structure to reduce the cost of capital.
To maintain or adjust the capital structure, the Target Company may adjust the dividend
payment to shareholders, return capital to shareholders, issue new shares or sell assets to

reduce debt.

Similar to the others in the industry, the Target Company monitors capital using the Assets-

liabilities ratio. This ratio is calculated as total liabilities divided by total assets.

The assets-liabilities ratio as at the end of the Relevant Periods were as follows:

As at 28

As at 31 December February

2020 2021 2022 2023

Assets-liabilities ratio 0.79% 1.61% 0.89% 0.81%

SUBSEQUENT EVENTS

Except as disclosed elsewhere in this report, the Target Company has no material subsequent
events in respect of any period subsequent to 28 February 2023 and up to the date of this
report.

SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared by the Target Company in respect of any

period subsequent to 28 February 2023 and up to the date of this report.
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A. UNAUDITED PRO FORMA CONSOLIDATED STATEMENT OF ASSETS AND
LIABILITIES OF THE ENLARGED GROUP

The following is an illustrative unaudited pro forma consolidated statement of assets and liabilities
of Anhui Expressway Company Limited (the “Company”) and its subsidiaries (together, the
“Group”), as enlarged after completion of the acquisition of 100% of the entire equity interests
in Anhui Province Liuwu Company Limited (the “Target Company”) from Anhui Transportation
Holding Group Company Limited (“ATHC”) (the “Acquisition”) (the “Enlarged Group”) (the
“Unaudited Pro Forma Financial Information”), which has been prepared on the basis of
the notes set forth below for the purpose of illustrating the effects of the Acquisition, as if the

Acquisition had been completed on 31 December 2022.

The Unaudited Pro Forma Financial Information has been prepared by the Directors for illustrative
purposes only, based on their judgments, estimations and assumptions, and because of its
hypothetical nature, it may not give a true picture of the financial position of the Enlarged Group

had the Acquisition been completed on 31 December 2022 or any future date.

The Unaudited Pro Forma Financial Information has been prepared based on the consolidated
balance sheet of the Group as at 31 December 2022 included in the published 2022 annual report
of the Company and the balance sheet of the Target Company as at 28 February 2023 as set out
in the accountants’ report of the Target Company in Appendix II to the circular of the Company
dated 26 July 2023, after giving effect to the unaudited pro forma adjustments as described in the

accompanying notes.
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The Unaudited Pro Forma Financial Information should be read in conjunction with other financial

information included elsewhere in this Circular.

ASSETS

NON-CURRENT ASSETS

Concession intangible assets

Right-of-use assets

Property, plant and equipment

Investment properties

Intangible assets

Investment in associates

Deferred income tax assets

Financial assets at fair value
through profit or loss (“FVPL”)

Financial assets at fair value

through other comprehensive

Total non-current assets

Unaudited

pro forma

total for the

The Target Enlarged

The Group Company Group

as at as at 28 as at 31

31 December February December

2022 2023 Pro forma adjustments 2022

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Note 1 Note 2 Note 3 Note 4

13,497,875 2,364,768 - - 15,862,643

6,045 - - - 6,045

1,216,473 205,686 - - 1,422,159

352,289 - - - 352,289

5,679 - - - 5,679

146,625 - - - 146,625

79,512 98,640 - - 178,152

711,599 - - - 711,599

115,509 - - - 115,509

16,131,606 2,669,094 - - 18,800,700
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Current assets

Inventories

Receivables and prepayments

Time deposits with original
maturity over three months

Cash and cash equivalents

Total current assets

TOTAL ASSETS

LIABILITIES

NON-CURRENT LIABILITIES
Long-term payables
Borrowings

Deferred income tax liabilities

Deferred income

Total non-current liabilities

Unaudited
pro forma
total for the
The Target Enlarged
The Group Company Group
as at as at 28 as at 31
31 December February December
2022 2023 Pro forma adjustments 2022
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Note 1 Note 2 Note 3 Note 4
4,706 68 - - 4,774
537,733 133,713 - - 671,446
1,767,673 - - - 1,767,673
2,903,848 4,999 (549,901) - 2,358,946
5,213,960 138,780 (549,901) - 4,802,839
21,345,566 2,807,874 (549,901) - 23,603,539
77,560 - - - 77,560
6,201,986 - - - 6,201,986
36,798 - - - 36,798
113,853 - - - 113,853
6,430,197 - - - 6,430,197
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CURRENT LIABILITIES
Trade and other payables
Current income tax liabilities
Provisions

Borrowings

Total current liabilities

TOTAL LIABILITIES

NET ASSETS

Unaudited

pro forma

total for the

The Target Enlarged

The Group Company Group

as at as at 28 as at 31

31 December February December

2022 2023 Pro forma adjustments 2022

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Note 1 Note 2 Note 3 Note 4

835,269 8,185 - 15,958 859,412

30,160 7,654 - - 37,814

71,005 6,770 - - 77,775

441,763 - - - 441,763

1,378,197 22,609 - 15,958 1,416,764

7,808,394 22,609 - 15,958 7,846,961

13,537,172 2,785,265 (549,901) (15,958) 15,756,578
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NOTES TO THE UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED
GROUP

1. The balances are extracted from the consolidated balance sheet of the Group as at 31 December 2022 as set out
in the published annual report of the Company for the year ended 31 December 2022.

2. The balances are extracted from the balance sheet of the Target Company as at 28 February 2023 as set out in
the accountants’ report of the Target Company in Appendix II to this Circular.

3. On 17 April 2023, the Group entered into the acquisition agreement with ATHC, the ultimate controlling
shareholder of the Company, and pursuant to which the Group has conditionally agreed to acquire 100% of
the entire equity interests in the Target Company. On 20 June 2023, the Group entered into the supplemental
agreement to the acquisition agreement with ATHC, pursuant to which, among other things, the final
consideration for the Acquisition and the number of the consideration shares proposed to be issued have been
determined by the parties. The total consideration shall be settled: (i) 85% by the allotment and issuance of
the consideration shares; and (ii) 15% by the payment of the cash consideration, by the Group to ATHC.
Accordingly, on the basis that the total consideration is RMB3,666,003,900, RMB3,116,103,315 shall be
settled by way of allotment and issuance of the consideration shares while RMB549,900,585 shall be settled by
way of payment of cash consideration.

As the Group and the Target Company are under common control by ATHC and the control is not
transitionary, the Acquisition is accounted for using the principles of merger accounting in accordance with
Accounting Guideline 5 “Merger Accounting for Common Control Combinations” issued by the Hong Kong
Institute of Certified Public Accountants. Accordingly, no goodwill or excess of the acquirer’s interest in the
net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities over cost at the time of
the common control combination to the extent of the continuation of the controlling party or parties’ interests
will be recognised as a result of the Acquisition.

For the purpose of this pro forma financial information, the total consideration is assumed to be
RMB3,666,003,900, among which the cash consideration is assumed to be RMB549,900,585, as if the
acquisition of equity interests in the Target Company had been completed as at 31 December 2022. The pro
forma adjustment represents decreases in cash and cash equivalents balances by RMB549,900,585.

4. For the purpose of the Unaudited Pro Forma Financial Information, the transaction expenses, such as
professional services fees, that are directly attributable to the Acquisition are estimated to be RMB15,958,000.

5. No other adjustment has been made to the Unaudited Pro Forma Financial Information to reflect any trading

results or other transactions of the Group entered into subsequent to 31 December 2022 and of the Target
Company entered into subsequent to 28 February 2023.
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B. REPORT ON THE PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED
GROUP

The following is the text of a report on the unaudited pro forma information of the Enlarged Group
received from Ernst & Young, Certified Public Accountants, Hong Kong, for the purposes of

incorporation into this circular.

Ernst & Young TGRSR Tel B5E: +852 2846 9888

27/F, One Taikoo Place ~ FEHIFAFRIIEI75E  FaxEH: +852 2868 4432
ﬁ* 979 King’'s Road Ao th—RE274#8 ey.com

Quarry Bay, Hong Kong

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

To the Directors of Anhui Expressway Company Limited

We have completed our assurance engagement to report on the compilation of unaudited pro forma
financial information of Anhui Expressway Company Limited (the “Company”) and its subsidiaries
(hereinafter collectively referred to as the “Group”) by the directors of the Company (the
“Directors”) for illustrative purposes only. The unaudited pro forma financial information consists
of the unaudited pro forma consolidated statement of assets and liabilities as at 31 December 2022
and related notes as set out in Appendix III to the circular dated 26 July 2023 (the “Circular”),
issued by the Company (the “Unaudited Pro Forma Financial Information”), in connection
with the acquisition of 100% of the entire equity interests in Anhui Province Liuwu Company
Limited (the “Target Company”) from Anhui Transportation Holding Group Company Limited
(the “Acquisition”). The applicable criteria on the basis of which the Directors have compiled the

unaudited Pro Forma Financial Information are described in Appendix III to the Circular.

The Unaudited Pro Forma Financial Information has been compiled by the Directors to illustrate
the impact of Acquisition on the Group’s assets and liabilities as at 31 December 2022 as if the
Acquisition had taken place on 31 December 2022. As part of this process, information about the
Group’s assets and liabilities has been extracted by the Directors from the consolidated balance
sheet of the Group as at 31 December 2022 as set out in the published annual report of the Company
for the year ended 31 December 2022. Information about assets and liabilities of the Target
Company has been extracted by the Directors from financial information of the Target Company
as at 28 February 2023, on which an accountants’ report has been published in Appendix II to the

Circular.
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Directors’ responsibility for the Unaudited Pro Forma Financial Information

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

Our independence and quality management

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

behavior.

Our firm applies Hong Kong Standard on Quality Management 1 Quality Management for Firms
that Perform Audits or Reviews of Financial Statements, or Other Assurance or Related Services
Engagements which requires the firm to design, implement and operate a system of quality
management including policies or procedures regarding compliance with ethical requirements,

professional standards and applicable legal and regulatory requirements.

Reporting accountants’ responsibilities

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

whom those reports were addressed by us at the dates of their issue.

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

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

of the financial information used in compiling the Unaudited Pro Forma Financial Information.

—III-7 -



APPENDIX III UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP

The purpose of the Unaudited Pro Forma Financial Information included in the Circular is solely
to illustrate the impact of the Acquisition on unadjusted financial information of the Group as if
the Acquisition had been undertaken at an earlier date selected for purposes of the illustration.
Accordingly, we do not provide any assurance that the actual outcome of the Acquisition would

have been as presented.

A reasonable assurance engagement to report on whether the Unaudited Pro Forma Financial
Information has been properly compiled on the basis of the applicable criteria involves performing
procedures to assess whether the applicable criteria used by the Directors in the compilation of the
Unaudited Pro Forma Financial Information provide a reasonable basis for presenting the significant

effects directly attributable to the Acquisition, and to obtain sufficient appropriate evidence about

whether:
. the related pro forma adjustments give appropriate effect to those criteria; and
. the Unaudited Pro Forma Financial Information reflects the proper application of those

adjustments to the unadjusted financial information.

The procedures selected depend on the reporting accountants’ judgment, having regard to the
reporting accountants’ understanding of the nature of the Group, the Acquisition in respect of which
the Unaudited Pro Forma Financial Information has been compiled, and other relevant engagement

circumstances.

The engagement also involves evaluating the overall presentation of the Unaudited Pro Forma

Financial Information.

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

our opinion.
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Opinion

In our opinion:

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

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

(c)  the adjustments are appropriate for the purpose of the Unaudited Pro Forma Financial

Information as disclosed pursuant to paragraph 4.29(1) of the Listing Rules.

Ernst & Young
Certitied Public Accountants

Hong Kong
26 July 2023
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1. THE TARGET COMPANY

Set out below is the management discussion and analysis of the operation results and the business
review of the Target Company for the three years ended 31 December 2020, 2021 and 2022 and the
two months ended 28 February 2023 (the “Track Record Period”).

Business Overview

The Target Company is a limited liability company established in the PRC on 15 December 2022.
Immediately prior to the Completion, the Target Company was a wholly-owned subsidiary of Anhui
Transportation Holding Group. Upon Completion, the Target Company will become a wholly-
owned subsidiary of the Company and the financial information of the Target Company will be

consolidated into the consolidated financial statements of the Group.

The Target Company is principally engaged in the investment, operation and management of the
Liuwu Expressway in Anhui Province in the PRC. The Liuwu Expressway commenced its operation
on 28 December 2009, it is designed as a two-way four-lane expressway with total chargeable
mileage of 92.7 kilometers. The Target Company currently owns the concession rights of the Liuwu

Expresssway, which will expire on 27 December 2039.

Please refer to the paragraph headed “4. Information on the Target Company” of the Letter from the

Board for more information on the Target Company and its assets.
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Financial Overview

Set below is the statement of profit or loss and other comprehensive income of the Target Company

for the periods indicated as extracted from the accountants’ report of the Target Company set out in

Appendix II to this circular:

Two months ended 28

Year ended 31 December February
2020 2021 2022 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Revenue 401,726 559,982 524,152 92,697 95,407
Cost of sales (206,846) (205,588) (225,197) (37,378) (37,171)
Gross profit 194,880 354,394 298,955 55,319) 58,236
Other income and gains —
net (3,214) - 4) _ _
Administrative expenses (8,990) (9,563) (9,192) (956) (1,227)
Profit before income tax 182,676 344,831 289,759 54,363 57,009
Income tax expenses (45,669) (86,208) (72,440) (13,591) (14,252)
Profit and total
comprehensive income
for the year/period 137,007 258,623 217,319 40,772 42,757
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Revenue

During the Track Record Period, all of the Target Company’s revenue represent the toll income

from toll roads operation of the Liuwu Expressway.

The Target Company’s toll income from toll roads operation increased by 39.4% from
approximately RMB401.7 million for the year ended 31 December 2020 to approximately
RMB560.0 million for the year ended 31 December 2021. The increase in toll income was primarily
attributable to (i) imposition of travel restrictions during 2020 in the PRC amidst the COVID-19
pandemic, which led to lower traffic volume recorded in 2020; and (ii) the expiration of the 79 days
toll-free policy for all vehicles using the toll highways implemented by the Ministry of Transport in
2020.

The Target Company’s toll income from toll roads operation decreased by 6.4% from approximately
RMB560.0 million for the year ended 31 December 2021 to approximately RMB524.2 million for
the year ended 31 December 2022. The slight decrease in toll income was primarily attributable to (i)
the decrease in traffic volume especially the trucks traffic in 2022 due to the COVID-19 pandemic
situation; and (ii) preferential policies to reduce toll fee by 10% for trucks implemented in the

fourth quarter of 2022.

The Target Company’s toll income from toll roads operation maintained relatively stable at
RMB95.4 million for the two months ended 28 February 2023 as compared to RMB92.7 million for
the two months ended 28 February 2022.

Cost of sales

During the Track Record Period, the Target Company’s cost of sales primarily consisted of (i)
amortisation of concession intangible assets; (ii) depreciation of property, plant and equipment;
(iii) repair and maintenance expenses; (iv) employee benefit expenses; and (v) service fee for the

collection of toll roads income.

The Target Company’s cost of sales maintained relatively stable at approximately RMB206.8
million and RMB205.6 million for the year ended 31 December 2020 and 2021, respectively, and
increased by 9.5% to approximately RMB225.2 million for the year ended 31 December 2022.
The increase in cost of sales for the year ended 31 December 2022 was primarily attributable to (i)
the increase in repair and maintenance expenses due to extra maintenance work in response to the
special campaign to improve road environment launched in Anhui province in 2022; and (ii) the
increase in depreciation charge of property, plant and equipment in 2022 mainly resulted from the

transfer of construction in progress.
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The Target Company’s cost of sales maintained relatively stable at RMB37.2 million for the two
months ended 28 February 2023 as compared to RMB37.4 million for the two months ended 28
February 2022.

Other income and gains — net

The Target Company recorded other losses of approximately RMB3.2 million and RMBfour
thousand for the year ended 31 December 2020 and 2022, respectively, which represent net losses

from disposal of property, plant and equipment during the year.
Construction in progress

During 2021 and 2022, the Target Company additionally commenced the construction of the
Xianhua Interchange (flIf£ H.#4#) on the relevant sections of the Liuwu Expressway, which
resulted in an increase of construction-in-progress amounted to RMBS50.83 million and RMB91.12
million for the year ended 31 December 2021 and 2022 respectively. The construction of Xianhua
Interchange has been completed in September 2022 and the Xianhua Interchange has commenced

operations in 2022.
Receivables from Anhui Transportation Holding Group

As at 28 February 2023, the receivables of the Target Company from Anhui Transportation Holding
Group amounted to RMB120.9 million.

As stated in the paragraph headed “4. Information on the Target Company” in the Letter from the
Board, the assets and liabilities of Liuwu Expressway were transferred by Anhui Transportation
Holding Group to the Target Company by way of gratuitous transfer with reference to a transfer
benchmark date of 30 September 2022 (after which any profit or loss generated by the Liuwu
Expressway shall be borne by the Target Company). Given the time required to complete the
incorporation of the Target Company and the transfer of the relevant assets, liabilities, employees
and business in relation to the Liuwu Expressway to the Target Company (which continued after
the date of incorporation of the Target Company, being 15 December 2022), it was agreed that
Anhui Transportation Holding Group will collect any income generated by, and settle any costs
attributable to, the Liuwu Expressway subsequent to 30 September 2022 but prior to the completion
of the gratuitous transfer on behalf of the Target Company as a temporary transitional arrangement.
Accordingly, the receivables of the Target Company from Anhui Transportation Holding Group
during the reporting period of the accountants’ report of Target Company (including but not limited
to the receivables during the two months ended 28 February 2023) as set out under Appendix II
represented the balance of such income generated by the Liuwu Expressway (after netting off the
relevant costs attributable to the Liuwu Expressway) collected by Anhui Transportation Holding

Group on behalf of the Target Company during such period. The gratuitous transfer of the assets
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and liabilities of Liuwu Expressway from Anhui Transportation Holding Group to the Target
Company has been completed as at 31 March 2023 and the transitional arrangement under which
Anhui Transportation Holding Group will collect any income generated by, and settle any costs

attributable to, the Liuwu Expressway, has also ended as at 31 March 2023.

As at the Latest Practicable Date, such receivables have been fully settled by Anhui Transportation

Holding Group to the Target Company.
Related party transactions

As with the other expressways operated by the Company, Liuwu Expressway utilises the network
toll collection settlement system operated by Anhui Expressway Network Operations Company
Limited * (#UA =4 BB 4945 % A /2 7], a subsidiary of Anhui Transportation Holding
Group, “AENO”) in accordance with the Toll Model of Anhui Province Toll Collection Road
Network Operation Service Fee* (% W 4 e 0 s 48 A 17 MR 15 B e 45 50) ), under which
AENO will collect toll income of the Liuwu Expressway on behalf of the Target Company in
return for the payment of service fees by the Target Company to AENO. It is expected that such
arrangements will continue upon completion of the Proposed Acquisition, and the Company
will comply with the applicable compliance requirements under the Listing Rules if and when

appropriate.
Administrative expenses

The Target Company’s administrative expenses mainly consisted of road asset management fee and
employee benefit expenses for managerial staff. The Target Company’s administrative expenses
maintained relatively stable at RMB9.0 million, RMB9.6 million and RMB9.2 million for the year
ended 31 December 2020, 2021 and 2022, respectively, and RMB1.0 million and RMB1.2 million
for the two months ended 28 February 2022 and 2023, respectively.

Profit and total comprehensive income for the year/period

The Target Company’s profit and total comprehensive income for the year increased by 88.8%
from approximately RMB137.0 million for the year ended 31 December 2020 to approximately
RMB258.6 million for the year ended 31 December 2021. The increase in net profit was primarily
attributable to the increase in revenue for the year ended 31 December 2021, in turn due to the
lift of travel restrictions and toll-free policy implemented in 2020, which led to increase in traffic

volume and toll income from toll roads operation.
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The Target Company’s profit and total comprehensive income for the year decreased by 16.0%
from approximately RMB258.6 million for the year ended 31 December 2021 to approximately
RMB217.3 million for the year ended 31 December 2022. The decrease in net profit was primarily
attributable to combined effect of (i) reduced traffic volume due to the COVID-19 pandemic
and implementation of preferential policies for trucks in the fourth quarter of 2022, which led to
decrease in revenue; and (ii) increase in repair and maintenance expenses due to extra maintenance
work with regards to the special campaign to improve road environment launched in Anhui province
in 2022.

The Target Company’s profit and total comprehensive income maintained relatively stable at
RMB42.8 million for the two months ended 28 February 2023 as compared to RMB40.8 million for
the two months ended 28 February 2022.

Capital structure, liquidity and financial resources

During the Track Record Period, the operations and working capital requirements of Liuwu

Expressway was primarily financed by the cash flow from operation.

Before 15 December 2022 (the date of establishment of the Target Company), the Liuwu
Expressway did not hold any business unit specific bank accounts and all of its cash and cash
equivalents were centrally controlled and managed by ATHC, through ATHC’s bank accounts,
together with those cash and cash equivalents generated from other business units of ATHC. As a

result, nil cash and cash equivalents were recorded as at 31 December 2020, 2021, 2022

Net cash and cash equivalents generated by Liuwu Expressway before 30 September 2022 have
been treated as distributions appropriated and paid to Anhui Transportation Holding Group,
please refer to page 54 of the Appendix II of this circular for details. As at 28 February 2023, the
Target Company had cash and cash equivalents of approximately RMB5.0 million, which were all

denominated in RMB.

Gearing Ratio

The Target Company did not have any interest-bearing borrowings as at 31 December 2020, 2021
and 2022 and 28 February 2023, the gearing ratio of the Target Company (total interest-bearing
borrowings as a percentage of total equity) was not applicable.

Significant Investments

There was no significant investment held by the Target Company during the three years and two
months ended 28 February 2023.
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Material acquisitions and disposals of subsidiaries, associates and joint ventures

There was no other material acquisitions and disposals of subsidiaries, associates and joint ventures

made by the Target Company during the three years and two months ended 28 February 2023.

Employee and remuneration policies

The Target Company’s employee benefit expenses including wages, salaries and allowances,
social security and benefits, defined contribution pension schemes remained relatively stable at
approximately RMB12.0 million, RMB12.3 million and RMB14.2 million for the year ended 31
December 2020, 2021 and 2022, respectively. The Target Company’s employee benefit expenses
decreased by 21.0% from approximately RMB2.9 million for the two months ended 28 February
2022 to approximately RMB2.3 million for the two months ended 28 February 2023, primarily due

to decrease in managerial staff resulted from the outsourcing of certain business function.

As at 31 March 2023, the Target Company had 72 employees based in the PRC. The Target
Company will recruit, employ, promote and remunerate its employees based on their qualifications,
experiences, competency, performances and contributions.

Charge on assets

As at 31 December 2020, 2021 and 2022 and 28 February 2023, there was no charge over any asset
of the Target Company.

Foreign currency and hedging

The Target Company conducts its business in the PRC and all transactions are denominated in
RMB. Therefore, the Target Company has no foreign exchange risk exposure. In addition, the
Target Company has not used any financial instrument to hedge potential fluctuation in interest
rates and exchange rates.

Contingent liabilities

As at 31 December 2020, 2021 and 2022 and 28 February 2023 the Target Company did not have

any contingent liabilities.

Future plans for material investments or capital assets

As at the Latest Practicable Date, the Target Company did not plan to launch new business or make

material investments or capital assets.
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2. OUTLOOK AND FUTURE PROSPECTS OF THE TARGET COMPANY

The Liuwu Expressway is located in Anhui province and forms an important part of the Shanghai-
Chengdu Expressway that connects the eastern part to the western part of the PRC, it serves a
pivotal role in the strengthening of the integration of the regional transportation, improvement and
upgrading of the expansion of the neighbouring cities, and the improvement of the regional socio-

economic development.

The economy of Anhui Province continued its growing trend in recent years. The GDP of Anhui
province increased by 3.5% from approximately RMB4,295.9 billion in 2021 to approximately
RMBA4,504.5 billion in 2022, ranking 10th among all 31 provincial regions of the PRC in 2022.

Having considered the geographical strategic location of the Liuwu Expressway, along with
the positive economic environment of Anhui province under the continuing optimization of the
economic structure and regional integration development in the Yangtze River Delta, the outlook
and future prospects of the Target Company’s operation is expected to be positive in the remainder

of the year ending 31 December 2023.
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The Asset Valuation Report is originally prepared by China United in Chinese and the English translation is

prepared for reference only. In the event of any inconsistencies, the Chinese version of the Asset Valuation

Report shall prevail.

This Asset Valuation Report is prepared in accordance with

the Asset Valuation Standards of the PRC

VALUATION OF THE ENTIRE

SHAREHOLDERS’ EQUITY INTERESTS OF

THE TARGET COMPANY IN RELATION TO THE PROPOSED
ACQUISITION OF EQUITY INTERESTS IN
THE TARGET COMPANY BY ANHUI EXPRESSWAY COMPANY
LIMITED IN CONSIDERATION OF ISSUANCE OF
CONSIDERATION SHARES AND
PAYMENT OF CASH CONSIDERATION

ASSET VALUATION REPORT

Zhong Lian Ping Bao Zi [2023] No. 1418

China United Assets Appraisal Group Co., Ltd.

20 June 2023
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IL.

III.

STATEMENT

This Asset Valuation Report is prepared in accordance with the Basic Standards for Asset Valuation
(& 7 #PAh H A< #E Hllissued by the Ministry of Finance of the PRC and the Practicing Standards for
Asset Valuation and the Code of Ethics for Asset Valuation (& 5Tl 53 2 6 HI Ak 2 58 i e HI)
issued by the China Appraisal Society (the “Asset Valuation Standards”).

The client or other users of the Asset Valuation Report shall use the Asset Valuation Report in
accordance with the provisions of laws and administrative regulations as well as the scope of
use indicated herein. Where the client or other users of the Asset Valuation Report use the Asset
Valuation Report in violation of the preceding provisions, the asset valuation agency and asset

valuers shall bear no liability thereof.

This Asset Valuation Report shall be used only by the client, any other users of the Asset Valuation
Report as agreed in the asset valuation engagement and any users of the Asset Valuation Report
as prescribed by laws and administrative regulations. Save for the above, any other agencies or

individuals shall not become the users of the Asset Valuation Report.

The asset valuation agency and asset valuers remind the users of the Asset Valuation Report to
correctly understand and use the valuation conclusion, which does not equal to the realizable
price of the Target Assets. The valuation conclusion shall not be considered as a guarantee for the

realizable price of the Target Assets.

The valuation conclusion is premised upon the authenticity, legality and completeness of the
information provided by the client and other parties concerned. The list of assets and liabilities
included in the scope of valuation, as well as the forward-looking financial information, ownership
certificates and other materials required for the valuation, have been provided by and confirmed

with seals or other ways by the client and the Target Company.
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Iv.

VI.

VIIL.

The asset valuation agency and asset valuers do not have any existing or potential interests in the
Target Assets involved in the Asset Valuation Report, not interested, either presently or expectedly,

in relevant concerned parties, and not biased against relevant concerned parties.

The asset valuation valuers have carried out on-site inspection on the Target Assets and its assets
involved in the Asset Valuation Report, attended to the legal titles of the Target Assets and its assets
involved as necessary, verified the information related to the legal titles of the Target Assets and its
assets involved, and truthfully disclosed the issues identified in the process, and requested the client
and other parties concerned to perfect their ownership so as to meet the requirements for issuing an

Asset Valuation Report.

The analysis, judgment and conclusion in the Asset Valuation Report issued by the asset valuation
agency are subject to the assumptions and limitations set out in the Asset Valuation Report. The
users of the Asset Valuation Report shall give due consideration to the assumptions, limitations,

explanation on special issues and their impact on the valuation conclusions set out herein.

The asset valuation agency and asset valuation valuers shall abide by the laws, administrative
regulations and the Asset Valuation Standards, adhere to the principles of independence, objectivity
and impartiality, and bear the liability for this Asset Valuation Report in accordance with the laws

and regulations.
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VALUATION OF THE ENTIRE

SHAREHOLDERS’ EQUITY INTERESTS OF
THE TARGET COMPANY IN RELATION TO THE PROPOSED
ACQUISITION OF EQUITY INTERESTS IN
THE TARGET COMPANY BY ANHUI EXPRESSWAY COMPANY
LIMITED IN CONSIDERATION OF ISSUANCE OF
CONSIDERATION SHARES AND PAYMENT OF
CASH CONSIDERATION
ASSET VALUATION REPORT

Zhong Lian Ping Bao Zi [2023] No. 1418

SUMMARY

China United Assets Appraisal Group Co., Ltd. accepted the engagement of Anhui Transportation Holding
Group Company Limited and Anhui Expressway Company Limited to assess the market value of the
entire shareholders’ equity interests of Anhui Province Liuwu Expressway Co., Ltd. as at the Valuation
Benchmark Date (i.e. 31 December 2022) in relation to the Proposed Acquisition of 100% equity interests
in the Target Company in consideration of the issuance of Consideration Shares and the payment of Cash

Consideration.

The Target Assets is the value of entire shareholders’ equity interests of the Target Company, and the
scope of valuation covers audited assets and liabilities corresponding to the pro forma statements of the
Target Company, including current assets, non-current assets and corresponding liabilities.

The Valuation Benchmark Date is 31 December 2022.

The type of value under the valuation is market value.
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The valuation is conducted on the premise of continued use and open market. Taking into account the
applicable premise of the valuation approaches and the need to satisfy the valuation purpose, taking into
account the actual conditions of the Target Assets and comprehensively considering various influencing
factors, we conducted an overall evaluation of Target Assets using the asset-based approach and the

income approach.

Based on the estimated traffic volume and revenue projections of the Anhui section of the Target Company
by CHELBI Engineering Consultants, Inc., the PRC Traffic Consultant, and the future operation plans of
the Target Company and the management of the enterprise, the market value of the entire shareholders’
equity interests of the Target Company on the Valuation Benchmark Date of 31 December 2022 amounts
to RMB3,661.0039 million, representing an increase of RMB923.4952 million with an appreciation rate of
33.73%.

The valuation conclusion has been drawn based on the income approach.

When using the valuation conclusion, the users of this report are hereby reminded to pay attention to the

special notes and material subsequent events set out herein.

According to the laws and regulations related to asset valuation, asset valuation reports involving
valuation of business for legal compliance purposes shall only be used upon the client has performed the
supervisory and administrative procedures regarding asset valuation as required by law and regulations.
The valuation conclusions shall be effective from Valuation Benchmark Date, i.e. 31 December 2022, to

30 December 2023 for a term of one year.
The above content is extracted from the full text of the Asset Valuation Report. For details of the

valuation and correct understanding of the valuation conclusion, please read the full text of the Asset

Valuation Report.
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VALUATION OF THE ENTIRE

SHAREHOLDERS’ EQUITY INTERESTS OF
THE TARGET COMPANY IN RELATION TO THE PROPOSED
ACQUISITION OF EQUITY INTERESTS IN
THE TARGET COMPANY BY ANHUI EXPRESSWAY COMPANY
LIMITED IN CONSIDERATION OF ISSUANCE OF
CONSIDERATION SHARES AND PAYMENT OF
CASH CONSIDERATION
ASSET VALUATION REPORT

Zhong Lian Ping Bao Zi [2023] No. 1418

Anhui Transportation Holding Group Company Limited,

Anhui Expressway Company Limited,

China United Assets Appraisal Group Co., Ltd. accepted the engagement of both parties, adhered to
the principles of independence, objectivity and impartiality in accordance with the laws, administrative
regulations and Asset Valuation Standards, adopted the asset-based approach and the income approach,
and followed the necessary valuation procedures to assess the market value of the entire shareholders’
equity interests of Anhui Province Liuwu Expressway Co., Ltd. as at the Valuation Benchmark Date
(i.e. 31 December 2022) in relation to the Proposed Acquisition of 100% equity interests in the Target
Company in consideration of issuance of Consideration Shares and Cash Consideration. The Asset

Valuation Report is presented as follows:

L. CLIENT, APPRAISED ENTITY AND OTHER USERS OF ASSET VALUATION REPORT
AGREED IN THE ASSET VALUATION ENGAGEMENT CONTRACT

The clients of the asset valuation are Anhui Transportation Holding Group Company Limited
(“Anhui Transportation Holding Group”) and Anhui Expressway Company Limited (the
“Company”) (each a “Client”, collectively the “Clients”) while the Target Company is Anhui
Province Liuwu Expressway Co., Ltd. (the “Target Company”).
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@

(D

Client I — Anhui Transportation Holding Group

Company name:

Company domicile:

Legal representative:
Registered capital:
Company type:

Date of establishment:
Unified social credit code:

Scope of business:

Client IT — The Company

Company name:

Company domicile:

Registered capital:
Company type:

Date of establishment:
Unified social credit code:

Scope of business:

Anhui Transportation Holding Group Company Limited

No. 1666, Xizang Road, Baohe District, Hefei, Anhui
Province

Xiang Xiaolong

RMB 16,000 million

limited liability company (wholly state-owned)

27 April 1993

91340000MA2MTI9QAOQOT

General projects: business management; investment
activities with own funds; asset management
services for investment with own funds; engineering
management services; maintenance of transportation
facilities; automobile trailers, rescue, obstacle
clearance services; housing leasing; non-residential
real estate leasing. Licensed projects: road

management and maintenance.

Anhui Expressway Company Limited

520 Wangjiang West Road, Hefei City, Anhui
Province Legal representative: Xiang Xiaolong

RMB1,658.61 million

limited liability company (Taiwan, Hong Kong or
Macau and domestic joint stock company and
listed)

15 August 1996

91340000148973087E

design, construction, supervision, toll collection,
maintenance, emergency repairing, management of
road assets and road right of high grade highways;
storage; consultation services of expressway
construction and operation, housing leasing,
development, production and sales of automobiles

and spare parts as well as high-tech products.
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(I1T)

Overview of the Target Company

1 Basic Company Information

Company name:

Company domicile:

Legal representative:
Registered capital:
Company type:

Date of establishment:
Unified social credit code:
Scope of business:

General items:

2. Historical Development

Anhui Province Liuwu Expressway Co., Ltd.

Liuvan North Expressway Management Center, North
20th Shop, Chengbei Township, Jin’an District,
Liuan City, Anhui Province

Liu Jun

RMBS5 million

limited liability company (solely owned by legal person
invested or controlled by a non-natural person)

15 December 2022

91341500MA8PU3NKG68

licensing items: highway management and maintenance.

engineering management services; maintenance of

transportation facilities.

The Target Company was established in December 2022 with a registered capital

of RMBS5 million, which has not been fully paid yet. Anhui Transportation Holding

Group holds a 100% equity interests in the Target Company. In December 2022,

the Anhui Transportation Holding Group transferred its assets of the Liuan-Wuhan

Expressway Anhui section project (including the highway toll rights, highway assets

and liabilities involved in the project, but excluding service areas and gas stations) to

the Target Company for nil consideration.

Principal Business Operations

The Target Company is managing the property of the Anhui Section of the Liuan-

Wuhan Expressway (“Anhui Section”), and is mainly responsible for the daily

operation and management of the Anhui section of the Target Company.
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Project description

The Anhui section of the Target Company commenced construction in February
2006 and was opened to traffic on 28 December 2009. It starts from Dagudian
(KB JE) of Yeji District, Liu’an City (N34 [%), joining the Heliuye
Expressway (5752 = 2 /2 #), passing through several towns of Yaoli Town
(WkZ=#8) in Yeji District, Liu’an City (N34 @), as well as Baitafan
(F ¥ W), Meishan (#111), Huaishuwan (#4#%%), Gubei (7 f#), Nanxi (Fd
%) and Banzhuyuan (BEFT[E) in Jinzhai County (£ %&%%) from northeast to
southwest, and ending at Changling pass (24&F#) at the junction of Anhui and
Hubei provinces. The Liuwu Expressway connects to the Hubei section of the
Liuan-Wuhan Expressway (7~ % 5 XV & 22 B W16 B). The total chargeable
mileage of the Liuwu Expressway is 92.7 kilometers. There are two-way four
lanes with a designated speed of 100km/h. There are two extra-large bridges, 86
large bridges, seven medium and small bridges, two pedestrian overpasses, 22

overpasses, and eight tunnels (up and down).
Concession period

On 4 December 2012, the People’s Government of Anhui Province issued the
“Reply of the People’s Government of Anhui Province on the Toll Operation
Period of the Anhui Section of the Liuan-Wuhan Expressway” (Anhui Zheng Mi
[2012] No. 545), approving that the toll operation period of the Anhui Section
of the Liuan-Wuhan Expressway shall be 30 years, i.e. from 28 December 2009
to 27 December 2039.

Toll rates

According to the toll standard prescribed under the “Notices on Adjusting the
Toll Rates Method of Toll Road in Anhui Province” (Anhui Jiao Lu (2019)
No. 144) issued by the Department of Transportation of Anhui Province, Anhui
Provincial Development and Reform Committee and Anhui Provincial Finance
Department, the toll rates for expressways were adjusted in accordance with the
relevant requirements of Adjusting Plan on the Toll Rates Method of Toll Road
in Anhui Province. Specifically, the passenger vehicles are charged by vehicle

type and goods vehicles are charged by axle.
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Table 1 Toll rates for passenger vehicles for the Anhui section of the Target

Company
Approved
Vehicle Passenger
Class Type Capacity  Toll Rate
(RMB/car
kilometre)
Class 1 Passenger Vehicle Micro/Small <9 0.45
Class 2 Passenger Medium Medium 10-19 0.8
Passenger
car train
Class 3 Passenger Vehicle Large - 1.1
Class 4 Passenger Vehicle <39 1.3

Table 2 Toll rates for goods vehicles for the Anhui section of the Target

Company
Class of Vehicle JT/T489-2019 Classification Standard Toll Rate
(RMB/kilometre)
Class 1 2 axles, the length of the vehicle is less 0.45
than 6,000mm and the maximum
allowable total mass is less than
4,500kg
Class 2 2 axles, the length of the vehicle is not 0.9
less than 6,000mm or the maximum
allowable total mass is not less than
4,500kg
Class 3 3 axles 1.35
Class 4 4 axles 1.7
Class 5 5 axles 1.85
Class 6 6 axles 2.2

For goods vehicles with more than six axles: based on the charging standard
for Class 6 goods vehicles, for each additional axle, the charging standard is
determined by a factor of 1.1. For goods vehicles with 10 axles and above, the

toll rate shall be the same with the toll rate for goods vehicle with 10 axles.

Based on the actual toll approvals for the Liuwu Expressway, there is no

additional toll fee for extra-large bridge and tunnel in the project.
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(4)  Location

Major Operating Conditions of the Target Company in Recent Years

According to the audited pro forma financial statements (prepared in accordance
with the Generally Accepted Accounting Principles of the PRC), as of the
Valuation Benchmark Date, the carrying amount of total assets of Target Company
was approximately RMB2,762,227,000, the carrying amount of total liabilities
was approximately RMB24,718,300 and the carrying amount of net assets was
approximately RMB2,737,508,700. The Target Company achieved an operating
revenue of approximately RMB524,151,600 and a net profit of approximately
RMB216,852,700 in 2022.

Financial position and results of operations

Unit: RMB’0,000

Item 31 December 2022 31 December 2021
Total assets 276,222.70 276,268.56
Liabilities 2,471.83 4,441.76
Net assets 273,750.87 271,826.80
Item 2022 2021
Operating income 52,415.16 55,998.19
Operating profit 28,929.24 34,483.07
Total profit 28,929.24 34,483.07
Net profit 21,685.27 25,862.30
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The above data from the financial statements for the years 2021 and 2022 have been
audited by the Shanghai branch of Ernst & Young Hua Ming LLP, who has issued an
audit report with unqualified opinion (Ernst & Young Hua Ming (2023) Zhuan Zi No.
60904999_B04) (the “Pro Forma Financial Statements”).

5. Significant Accounting Policies Adopted by the Target Company

The Accounting Standards for Business Enterprises — General Standards and 38
concrete accounting standards, and the subsequent application guides to the accounting
standards for enterprises, interpretations of the accounting standards for enterprises
and other provisions issued by the Ministry of Finance on 15 February 2006 (together,
the “Accounting Standards”) are adopted by the Target Company.

The Pro Forma Financial Statements of the Target Company have been prepared
in accordance with the relevant provisions of the Administrative Measures for the
Significant Asset Restructurings of Listed Companies, Rules No. 26 on Contents
and Format of Information Disclosure by Companies Publicly Issuing Securities —
Significant Asset Restructuring of Listed Companies (Revised on 17 February 2023)
(the “Rules No. 26 on Format”) of the CSRC.

For details, please refer to the audit report issued by the Shanghai branch of Ernst &
Young Hua Ming LLP.

(IV) Relationship between the Clients and the Target Company

(V)

Anhui Transportation Holding Group, the Client of this engagement, is the controlling
shareholder of the Company, and the Target Company, being the appraised entity, is a
wholly-owned subsidiary of Anhui Transportation Holding Group. The Company intends to
acquire 100% equity interests in the Target Company held by Anhui Transportation Holding
Group in consideration of the issuance of Consideration Shares and the payment of Cash

Consideration.

The Clients, the Target Company and other users of the Asset Valuation Report as

agreed in the asset valuation engagement contract

The users of this valuation report are the Clients. Unless otherwise stipulated by the laws and
regulations of the PRC, no organization or individual shall be an user of the valuation report
by mere possession of this Asset Valuation Report unless they are confirmed as such by the

valuation firm and the Clients.
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II.

III.

PURPOSE OF VALUATION

The Company intends to acquire 100% equity interests in the Target Company in consideration
of the issuance of Consideration Shares and the payment of Cash Consideration to Anhui
Transportation Holding Group, which requires an appraisal of the market value of the entire
shareholders’ equity interests of the Target Company to provide valuation reference for the

Proposed Acquisition.

The Proposed Acquisition for which this valuation was prepared has been approved by the
resolution on Consideration and Approval of Securitization of Expressway Assets Proposal ({fff5%
ok HA B E E S LFE)) (Issue 4 in 2023) at the Board meeting of Anhui Transportation
Holding Group.

TARGET AND SCOPE OF VALUATION

The Target Assets is the entire shareholders’ equity interests of the Target Company. The scope
of valuation covers the assets and liabilities in the Pro Forma Financial Statements of Target
Company. As at the Valuation Benchmark Date, i.e. 31 December 2022, the carrying amount of
total assets of Target Company was RMB2,762.2270 million, the carrying amount of total liabilities
was RMB24.7183 million and the carrying amount of net assets was RMB2,737.5087 million.

Data from the financial statements is set out as follows:

Unit: RMB’0,000

Items Carrying Amounts
Total current assets 6,580.26
Total non-current assets 269,642.44
Fixed assets 20,852.83
Intangible assets 238,829.80
Deferred income tax assets 9,959.81
Total assets 276,222.70
Total current liabilities 2,471.83
Total liabilities 2,471.83
Owners’ equity (Net assets) 273,750.87

The data regarding the abovementioned assets and liabilities was extracted from the balance sheet
of the Target Company as at 31 December 2022 audited by the Shanghai branch of Ernst & Young
Hua Ming LLP, based on which the valuation was conducted. The Shanghai branch of Ernst &
Young Hua Ming LLP has issued an audit report with unqualified opinion (Ernst & Young Hua
Ming (2023) Zhuan Zi No. 60904999_B04) on the Target Company.
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The basis for the preparation of the pro forma financial statements has the following specific
assumptions: (1) The controlling shareholder of the Company is Anhui Transportation Holding
Group. Prior to 15 December 2022 (the date of establishment of the Target Company), the date
on which Anhui Transportation Holding Group. transferred the assets, liabilities, business and
personnel of the Anhui Section to the Target Company at nil consideration, the Anhui Section
was controlled by Anhui Transportation Holding Group. In preparing the Pro Forma Financial
Statements, the Target Company has assumed that the transfer described above was completed at
the beginning of the earliest reporting period presented in the Pro Forma Financial Statements (i.e.
1 January 2021). The Pro Forma Financial Statements was prepared on the basis of the historical
accounting records of Anhui Transportation Holding Group for the businesses of the Anhui section
of the Target Company transferred prior to 15 December 2022 (the date of establishment of the
Target Company), during which period the Target Company was not established and the differences
between the assets and liabilities of the businesses are shown as owners’ equity; Since 15 December
2022, the Target Company has prepared the Pro Forma Financial Statements in accordance with the
Target Company’s accounting records. (2) Prior to 15 December 2022 (the date of establishment
of the Target Company), Anhui Transportation Holding Group managed and calculated the cash
and cash equivalents of each road section it operates in a unified manner, and did not set up a
separate bank account for the businesses of the Anhui Section of the Liuwu Expressway. Anhui
Transportation Holding Group transferred the assets, liabilities, businesses and personnel related
to the Anhui section of the Liuwu Expressway to the Target Company at nil consideration, with 30
September 2022 as the benchmark date of the transfer. The assets transferred at nil consideration
do not include any cash and cash equivalents and it is agreed that the profit or loss related to the
businesses of the Anhui Section of the Liuwu Expressway from 30 September 2022 (the benchmark
date of the transfer) shall belong and be borne by the Target Company. Based on the above, in
preparing the Pro Forma Financial Statements, the Company assumed that all cash funds generated
from operations less net cash and cash equivalents paid for operations prior to 30 September 2022
have been paid to Anhui Transportation Holding Group as if they were distributions to owners, and
cash and cash equivalents are accordingly presented in zero; and it is assumed that all cash funds
generated and paid for operations from 30 September 2022 (the benchmark date of the transfer) to
15 December 2022 (the date of establishment of the Target Company) are collected and paid by
Anhui Transportation Holding Group, and measured accordingly as related party transactions with
Anhui Transportation Holding Group; it is assumed that the amount for distributions to owners was
RMB381,681,033.20 and RMB198,078,666.90 in 2021 and 2022, respectively. In addition, due to
the immateriality of the interest income yielded from the aforementioned cash funds, the interest
income was not considered in preparing the Pro Forma Financial Statements for the use of the Pro
Forma Financial Statements. (3) The applicable income tax rate of the Target Company is 25%.
Prior to 15 December 2022 (the date of establishment of the Target Company), the income tax
expense in the Pro Forma Financial Statements was calculated at an income tax rate of 25% based

on the operating results data in the Pro Forma Financial Statements.
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The Target Company and the Target Assets which we are engaged to appraise are that of the

Proposed Acquisition.

I Information of major assets entrusted for valuation

The major assets included in the scope of valuation are fixed assets and intangible assets
with a total carrying amount of RMB2,596,826,200, accounting for 94.01% of the carrying
amounts of the total assets. Fixed assets mainly include building (structure) assets, equipment
assets; intangible assets mainly include land within the expressway and at each toll station, as

well as road assets such as bridges and tunnels.

1. Fixed assets — building (structure) assets

The building (structure) assets included in the scope of this valuation include buildings

and structures.

The buildings are mainly the toll stations of the Anhui Section of the Liuan — Wuhan
Expressway and the supporting facilities of Jinzhai Maintenance Center, with a total
construction area of 22,736.55 square meters, all of which have not obtained property
ownership certificates. All of them are well maintained and are able to meet the

requirements of normal use based on on-site inspection.

The structures are mainly the toll stations of the Anhui Section of the Liuan — Wuhan
Expressway and the supporting auxiliary facilities of Jinzhai Maintenance Center, as
well as the road assets of Xianhua Station, which are well maintained and could be used

normally based on on-site inspection.

2. Fixed assets — equipment assets

The equipment assets included in the scope of this valuation include machinery and

equipments, vehicles and electronic equipments.

Machinery and equipments are mainly communication and monitoring facilities,
toll facilities, power supply and distribution lighting facilities used on the highway;
vehicles are mainly wreckers, snow removal vehicles, pallet trucks and office vehicles;
electronic equipments are mainly office computers, air conditioners, projectors and
furniture, etc. Among them: 5 units/sets of machinery and equipment and 54 units/sets
of electronic equipments are to be scrapped, and other equipments are well maintained

and can meet the requirements for normal use.
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Intangible assets

The intangible assets included in the scope of this valuation — concession intangible

assets, are mainly land use rights within the expressway and of the toll stations, as

well as road assets such as bridges and tunnels, all of which are subject to transfer

upon expiration of the tolls.

The land use rights within the expressway and of the toll stations are as follows:

Series Name of
No.  Certificate No. land parcel
1 Anhui (2023) Yeji  Land within the
District Real Estate ~ expressway
Proprietorship No.  (Yeji District)
0004281
2 Anhui (2023) Jinzhai  Land of Jinzhai
County Real Estate ~ Management
Proprietorship No. ~ Center
0007733, Anhui
(2023) Jinzhai
County Real Estate
Proprietorship No.
0010803, Anhui
(2023) Jinzhai
County Real Estate
Propritorship No.
0010802
3 Land within the
expressway
(Jinzhai)
4 Land of Jinzhai toll
station

Area set
Nature of Actual out in
Location land use Land usage area certificate
(ir) (ir)
Yaoli Town, Allocation  Highway land 162,195.00 162,195.00
Yeji District
Baitafan Town, ~ Allocation  Highway land 4608,369.48  4,608,369.48
Meishan Town,
Huaishuwan
Village, Gubei
Town, Nanxi
Town, and
Banzhuyuan
Town of Jinzhai
County
Allocation  Highway land
Allocation  Highway land
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Series
No. Certificate No.

9 Huo Tu Guo Yong
(2011) No. 97

10 Yet to obtain
proprietorship

certificate

Name of

land parcel Location

Land of Gube toll
station

Land of Dingbu toll
station

Land of Banzhuyuan
toll station

Land of
Changlingguan toll
station

Land of Dagudian  Yaoli Town,
Yeji District

Land of Xianhua toll  Jinzhai County

station

Total

Nature of

land use

Allocation

Allocation

Allocation

Allocation

Allocation

Allocation

Land usage

Highway land

Highway land

Highway land

Highway land

Highway land

Highway land

Area set

Actual out in

area certificate

(ir) (ir)

102,487.18 102,487.18
232,921.16

510597282 4,873,051.66

Road assets include: subgrade earthworks, asphalt pavements, bridges, tunnels,

drainage culverts, protection projects, greening of median strips (including interchange

area) and other assets, which are well maintained and are able to satisfy normal use.

Other intangible assets included in the scope of this valuation are four purchased

software, the carrying amounts of which have been amortized and two of which are no

longer in use.

Types and quantities of off-balance sheet assets declared by the Target Company

No off-balance sheet assets were declared by the Target Company.
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Iv.

VI.

(II) Type, quantity and carrying amount (or valuation amount) of assets involved in making

reference to the conclusions of reports issued by other institutions
The book values of various assets and liabilities on the benchmark date in this Asset

Valuation Report are the audit results of the Shanghai branch of Ernst & Young Hua Ming
LLP.

The future traffic flow income in this Asset Valuation Report refers to the results of the
“Traffic Flow Evaluation and Income Calculation Report for the Anhui Section of the Target
Company” issued by CHELBI Engineering Consultants, Inc. regarding the estimated traffic
volume and revenue projections for the Anhui Section of the Target Company.
In addition, there is no reference to the conclusions of reports issued by other institutions.
TYPE OF VALUE
Based on the purpose of this valuation, the value type of this valuation is defined as market value.
Market value refers to the estimated amount of the value of normal and fair transactions of the
Target Assets on the Valuation Benchmark Date when the willing buyer and willing seller act
rationally without any coercion.
VALUATION BENCHMARK DATE

The Valuation Benchmark Date for this Asset Valuation Report is 31 December 2022.

This Valuation Benchmark Date is determined by the Clients taking into consideration the amount

of assets, workload, estimated time required, compliance and other factors of the Target Company.
BASIS FOR VALUATION
The basis of valuation mainly includes the laws and regulations, the Asset Valuation Standards, the

asset ownership, as well as the pricing determination basis used in the valuation and other reference

information, as follows:
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I Basis of the transaction

the Board Resolution on Consideration and Approval of Securitization of Expressway

Assets Proposal (Issue 4 in 2023) of Anhui Transportation Holding Group.

(IT) Basis of laws and regulations

The Asset Appraisal Law of the People’s Republic of China (passed at the 21st session
of the 12th Standing Committee of the National People’s Congress on 2 July 2016);

The Company Law of the People’s Republic of China (revision passed at the 6th
session of the 13th Standing Committee of the National People’s Congress on 26
October 2018);

The Securities Law of the People’s Republic of China (amended for the second time at
the 15th session of the 13th Standing Committee of the National People’s Congress on
28 December 2019);

The Civil Code of the People’s Republic of China (passed at the 3rd session of the
13th Standing Committee of the National People’s Congress on 28 May 2020);

The Enterprise Income Tax Law of the People’s Republic of China (amended at the
7th session of the 13th Standing Committee of the National People’s Congress on 29
December 2018);

The Law of the People’s Republic of China on the State-Owned Assets of Enterprises
(passed at the 5th session of the 11th Standing Committee of the National People’s
Congress on 28 October 2008);

The Land Administration Law of the People’s Republic of China (passed at the 12th
session of the 13th Standing Committee of the National People’s Congress on 26
August 2019);

The Highway Law of the People’s Republic of China (amended at the 30th session
of the 12th Standing Committee of the National People’s Congress on 4 November

2017);

Administrative Measures for Major Assets Restructuring of Listed Companies (as
amended in 2020);

-V-19 -



APPENDIX V

ASSET VALUATION REPORT

10.

1.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

Measures for Financial Supervision and Administration of the Assets Valuation

Industry (Decree No. 86 of the Ministry of Finance);

Measures for the Administration of State-owned Assets Appraisal (Decree No. 91 of
the State Council, 1991);

Interim Measures on the Administration of Appraisal of State-owned Assets of
Enterprises (Decree No. 12 of the SASAC, 25 August 2005);

Notice on Issues Relating to Strengthening the Administration of Enterprise State-
owned Assets Appraisal (Guo Zi Wei Chan Quan [2006] No. 274);

Measures for the Supervision and Administration of the Trading of State-Owned Assets
of Enterprises (Decree No. 32 of the SASAC of the State Council and the Ministry of
Finance, 24 June 2016);

The Measures for the Supervision and Administration of State-Owned Shares of Listed
Companies (Decree No. 36 of the State-owned Assets Supervision and Administration
Commission of the State Council, the Ministry of Finance and the China Securities

Regulatory Commission);

Notice on Matters Concerning the Transfer of Transactions of State-owned Assets of
Enterprises (Guo Zi Fa Chan Quan Gui [2022] No. 39);

Circular on Printing and Distributing the Administrative Measures for the Withdrawal

and Use of Expenses for Safety Production of Enterprises (Cai Zi [2022] No. 136);
Circular on Adjusting Value-added Tax Rates (Cai Shui [2018] No. 32);

The Municipal Maintenance Tax Law of the People’s Republic of China (the 21st
session of the 13th Standing Committee of the National People’s Congress, 11 August

2020);

Decision of the State Council on Amendments to the Provisional Regulations for

Imposition of Education Surcharges (Decree No. 448 of the State Council [2005]);

The Circular on Issues Concerning Policies on Unifying Local Education Surcharge
(Cai Zong [2010] No. 98);
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(I1T)

22.

23.

24.

25.

26.

Provisional Regulations of Value Added Tax of the People’s Republic of China (Issued
under Decree No. 134 of the State Council of the People’s Republic of China on 13
December 1993, revision passed at the 191st executive meeting of the State Council
on 30 October 2017);

Detailed Rules for the Implementation of the Provisional Regulations on Value Added
Tax of the People’s Republic of China (Ministry of Finance and State Administration
of Taxation Decree No. 50, amended by Decree No. 65 of Ministry of Finance and

State Administration of Taxation on 28 October 2011);

Regulations for the Administration of Toll Highways (Decree No. 417 of the State
Council of the People’s Republic of China);

Interim Measures for the Assessment of State-owned Assets of Enterprises in Anhui
Province (Anhui Province Property Rights [2018] No. 47);

Other relevant laws, regulations and notice documents.

Basis of valuation criteria

Basic Standards for Asset Valuation (Cai Zi [2017] No. 43);

Code of Ethics for Asset Valuation (Zhong Ping Xie [2017] No. 30);

Practice Guidelines for Asset Valuation — Asset Valuation Procedures (Zhong Ping
Xie [2018] No. 36);

Practice Guidelines for Asset Valuation — Asset Valuation Report (Zhong Ping Xie
[2018] No. 35);

Practice Guidelines for Asset Valuation — Asset Valuation Engagement Contract
(Zhong Ping Xie [2017] No. 33);

Practice Guidelines for Asset Valuation — Asset Valuation Files (Zhong Ping Xie
[2018] No. 37);

Practicing Standards for Asset Valuation — Engagement of Experts and Relevant
Reports (Zhong Ping Xie [2017] No. 35);
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(Iv)

10.

1.

12.

13.

14.

15.

16.

Practicing Standards for Asset Valuation — Corporate Values (Zhong Ping Xie [2018]
No. 38);

Practicing Standards for Asset Valuation — Intangible Assets (Zhong Ping Xie [2017]
No. 37);

Practicing Standards for Asset Valuation — Real Estate (Zhong Ping Xie [2017] No.
38);

Practice Guidelines for Asset Valuation — Machinery and Equipment (Zhong Ping Xie
[2017] No. 39);

Practice Guidelines for Asset Valuation — Asset Valuation Approaches (Zhong Ping
Xie [2019] No. 35);

Guidelines for Valuation Reports on State-owned Assets of Enterprises (Zhong Ping
Xie [2017] No. 42);

Guidelines for Quality Control of Business of Asset Valuer (Zhong Ping Xie [2017]
No. 46);

Guiding Opinions on Types of Value under Asset Valuation (Zhong Ping Xie [2017]
No. 47);

Guiding Opinions on Legal Ownership of Asset Valuation Target (Zhong Ping Xie
[2017] No. 48).

Basis of asset ownership

Enterprise Business License;

Real Estate Proprietorship Certificate;

Enterprise capital contribution certificate (articles of association, asset transfer

agreement, etc.);

Major asset purchase contracts or evidence;

Vehicle Registration Certificate;
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(V)

Other contracts, accounting evidence, accounting statements and other information

related to the acquisition and use of the enterprise assets.

Basis of price determination

10.

Information on forecast of future earnings provided by the Clients and other concerned

parties according to the laws and regulations;

“Traffic Flow Evaluation and Income Calculation Report for the Anhui Section of the

Target Company” issued by CHELBI Engineering Consultants, Inc.;

The People’s Government of Anhui Province issued the “Reply of the People’s
Government of Anhui Province on the Toll Operation Period of the Anhui Section of
Liuan-Wuhan Expressway” (Wan Zheng Mi [2012] No. 545);

The People’s Government of Anhui Province issued the “Reply on the Toll Operation
Period of the Anhui Section of Liuan-Wuhan Expressway” (Wan Zheng Mi [2012] No.
545);

Loan prime rate (LPR) for December 2022 published by the National Interbank
Funding Centre as authorised by the People’s Bank of China;

The Vehicle Purchase Tax Law of the People’s Republic of China;

2022 Price Information Inquiry System for Mechanical and Electrical Products

(Machinery Industry Information Research Institute);

Notice on Implementation of Pilot Program of Replacing Business Tax with Value-
Added Tax in an All-round Manner (Cai Shui [2016] No. 36);

Announcement on Relevant Policies for Deepening the Value-Added Tax Reform
(Announcement No. 39 of 2019 of the Ministry of Finance, the State Administration

of Taxation and the General Administration of Customs);

Notice on Exemption of Property Tax and Urban Land Use Tax for “Six Major
Industries” Taxpayers and Small-scale Value-added Taxpayers in the First Half of
2023 by the State Administration of Taxation of Anhui Province Taxation Bureau
(Notice [2023] No. 1);
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1.

12.

13.

14.

15.

16.

17.

18.

19.

20.

Relevant information of the price information database of China United Assets

Appraisal Group Co., Ltd.;

Relevant information on A-share listed companies from Tonghuashun iFinD;

Standard for Compulsory Scrapping of Motor Vehicles (Decree No. 12 of the Ministry
of Commerce, the National Development and Reform Commission, the Ministry of

Public Security and the Former Ministry of Environmental Protection);

Notice on the Adjustment of the Labor Cost Standard for Highway Engineering in
Anhui Province (Anhui Jiao Jian Guan Han [2019] No. 210 of Anhui Provincial

Department of Transportation);

Main Material Price Lists for traffic engineering in December 2022;

Guidance on Preparation of Investment Estimates for Highway Engineering
Construction Project (JTG3820-2018), Guidance on Preparation of Estimates and
Budgets for Highway Engineering Construction Project (JTG3830-2018), Estimates
Index for Highway Engineering (JTG/T3821-2018), Estimates Quota for Highway
Engineering (JTG/T3831-2018), Budgets Quota for Highway Engineering (JTG/
T3832-2018) and Cost Quota for Highway Engineering Machinery Team (JTG/
T3833-2018) issued and implemented under the Ministry of Transport Announcement
(No. 86 of 2018);

Notice of the People’s Government of Anhui Province on the Announcement of the
Integrated Land Price Standard for Land Requisition District in the Province (Anhui
Zheng [2020] No. 32);

Notice of the Liuan Municipal People’s Government on the Announcement of the
Compensation Standards for Buildings, Other Installations and Greenery Erected on
the Requisitioned Collective-Land in Liuan (Lu Zheng Mi. [2020] No. 120);

Notice of the Anhui Development and Reform Commission, the Finance Department
of Anhui Province and the Department of Natural Resources of Anhui Province on
the Adjustment of the Standard of Arable Land Reclamation Fee Collection and Other
Related Issues (Anhui Fa Gai Shou Fei [2019] No. 33);

Notice on the Issuance of the Implementation Rules of the Arable Land Occupation
Tax in Anhui Province (Anhui Cai Shui Fa [2019] No. 969);
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21.  Pricing Method for the Bill of Quantities of Construction Projects in Anhui Province
(2018 Edition);

22.  Cost Quota for Construction Projects in Anhui Province (2018 Edition);

23.  Anhui Province Construction Machinery Team Cost Compilation Rules (2018
Edition);

24.  Anhui Province Construction Project Pricing Quota (Shared Book) (2018 Edition);

25.  Anhui Province Construction Project Pricing Quota (2018 Edition);

26.  Anhui Province Decoration Project Pricing Quota (2018 Edition);

27.  Anhui Province Installation Project Pricing Quota (2018 Edition);

28.  Anhui Province Municipal Project Pricing Quota (2018 Edition);

29.  Pricing Quota for Landscape and Greening Project in Anhui Province (2018 Edition);

30. Guangcai Assistant — Information Price of Construction Labour and Materials in

Liuan;

31. Information on Construction Costs in Liuan for December 2022;

32.  Part of the preliminary design, investment estimate contract, completion information,

construction drawings and financial information provided by the Target Company;

33.  Historical national price indices and industrial output price indices;

34.  Announcement of the Ministry of Finance and State Taxation Administration on the
Reduction of Vehicle Purchase Tax for Certain Passenger Vehicles (Announcement

No. 20 [2022] of the Ministry of Finance and State Taxation Administration);

35. Regulation on the Accrual and Usage of Enterprise’s Safety Production Fee (Cai Zi
[2022] No. 136);

36.  Other reference materials for price determination.

- V-25 -



APPENDIX V ASSET VALUATION REPORT

VIIL.

(VI) Other reference materials
1. Audit Report issued by the Shanghai branch of Ernst & Young Hua Ming LLP (Ernst
& Young Hua Ming (2023) Zhuan Zi No. 60904999_B04);
2. Accounting Standards for Business Enterprises (2006);
3. Latest Manual of Asset Valuation Data and Parameters by China Statistics Press;
4. Valuation Criterion for Real Estate (GB/T 50291-2015);
5. Valuation Criterion for Urban Land (GB/T 18508-2014);
6. IFinD Information Finance Terminal;
7. Other reference materials.
VALUATION APPROACHES
(D Selection of valuation approaches

According to the purpose of valuation of this project, the scope of valuation involves
the relevant assets and liabilities of the Target Company. According to the relevant asset
valuation standards such as the Basic Standards for Asset Valuation and the Practice Standard
for Asset Valuation — Enterprise Value, the basic valuation approaches for asset valuation
can be selected from the market approach, the income approach and the cost approach (asset-

based approach).

The asset-based approach for enterprise value valuation refers to the valuation approach that
determines the value of the Target Assets by appraising the value of its various assets and
liabilities on balance sheet and various identifiable assets and liabilities off-balance sheet,
with reference to the balance sheet of the Target Company as at the Valuation Benchmark
Date. The purpose of the valuation is to reflect the market value of the entire shareholders’
equity interests of the Target Company as at the Valuation Benchmark Date and to provide
a value reference for the transaction of the Company in relation to the Proposed Acquisition
of equity interests in the Target Company in consideration of issuance of Consideration
Shares and payment of Cash Consideration. The asset-based approach reflects the value of
the enterprise from the perspective of enterprise construction and provides a basis for the
relevant valuation of the enterprise after the transaction has been realised, therefore the asset-

based approach is selected for the valuation.
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(In

The income approach for enterprise value valuation refers to the valuation approach that
determines the value of a target asset by capitalising or discounting its expected income.
The cash flow discount method usually includes the free cash flow discount model for the
enterprise or equity. The Liuwu Expressway has been opened to traffic since 2009 and it has
been in operation for 13 years as at the Valuation Benchmark Date. The road condition has
matured and the expected revenue and risks for the future years can be reasonably estimated,

thus the income approach is selected for the valuation.

The market approach for enterprise value valuation refers to the valuation approach that
compares the Target Assets with comparable listed companies or comparable transaction
cases to determine the value of the Target Assets. Target Company is managing the
expressway from Anhui to Hubei section. Based on the characteristics of the Target
Company, after making enquiries with domestic listed companies in the same industry, there
are relatively few individuals matching the Target Company in terms of various factors
such as business type, operation mode, asset scale and operating results, etc. There are also
differences in the asset scale, revenue scale and financing of Target Company and those of
listed companies in the same industry. The recent property rights transaction market involves
relatively few equity transactions of similar industries and of the same scale, and in view of
the current development status of the property rights market in China and the limitations of
market information, it is relatively difficult to obtain detailed financial data and transaction
background of the relevant cases from the public normal channels, and it is difficult to
reasonably quantify the impact of various comparable factors on the enterprise value.

Therefore, the market approach is not adopted in the valuation.

In the light of the foregoing, it is determined that the asset-based approach and the income

approach shall be adopted for the valuation.

Introduction to the asset-based approach

The asset-based approach is to take the investment amount required for rebuilding an
enterprise or an independent profitable entity which is identical to the Target Company on
the Valuation Benchmark Date as the basis for determining its overall assets value, that is,
the approach of calculating the valuation target’s value by adding up the appraisal value
of assets which are the various elements that constitute the enterprise and deducting the

appraisal value of liabilities.

Set forth below are the valuation approaches for various assets and liabilities:
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1.

Current assets

Current assets include other receivables and inventories.

(1)  Other receivables

The valuation on other receivables is mainly in respect of expressway network
toll revenue and the collection of receivables by the Group. The valuers verified
the book records, conducted random checks on part of original receipts and
other relevant information to verify the authenticity, aging, business content
and amount of the transactions, and checked confirmation letters and documents
to verify there are no discrepancies in the amounts recorded in the accounts,
statement and bills. The appraisal value is determined at the verified carrying

amount.

(2)  Inventories

The valuers verified the purchase contracts and warehouse warrants for the
turnover materials at the warehouse and randomly checked spot checks on the
turnover materials at the warehouse. The professional valuers made enquiries
about the market price of the turnover materials at the warehouse on the
Valuation Benchmark Date and the appraisal value is determined by multiplying

the recent market price obtained by the verified quantity.

Non-current assets

Non-current assets include fixed assets, intangible assets and deferred income tax

assets.

(1)  Fixed assets — buildings and structures
Based on the specific purpose of the valuation, and taking into account
the characteristics of the buildings and structures under valuation and the
information collected, the cost approach is mainly adopted for the valuation.

The specific valuation approaches are as follows:

The formula for calculating the appraised value of building assets under the cost

approach is: Appraised Value = Full Replacement Price x Depreciation rate
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Determination of full replacement price

Based on the relevant budget (or final accounts) information,
construction drawings and on-site surveys and measurements of major
buildings, the valuers analyzed and determined the quantities of works
for each segment combined with the actual situation of building assets,
and adopted the budget (or final accounts) adjustment approach to
estimate the cost of construction and installation project in accordance
with the current local construction estimates, cost quotas, industry quotas
and material price difference adjustment documents; selected the upfront
and other expenses of the project in accordance with the regulations of
the region where the assets are to be appraised and relevant departments
such as the country and industry; determined the capital cost based on
the project construction cycle and the loan interest rate executed on the

Valuation Benchmark Date to determine the full replacement price.

Cost per square meter approach was adopted to determine the
construction and installation costs of buildings with small value and

simple structure.

Full replacement cost = construction and installation project cost +

upfront and other expenses + capital cost

@® Determination of construction and installation project costs

a. Budget (or final accounts) adjustment approach

For the bui+he direct standard reference price based
on the quantity of work of all segments and items as
determined in the original completion materials. And then
the standard project costs on the Valuation Benchmark
Date was calculated according to the current standard price
and adjustments documents in the specific location of the

construction project.
b. Cost per square meter approach was adopted to determine

the comprehensive construction and installation cost of

buildings with small value and simple structure.
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@ Determination of upfront and other expenses

The upfront and other expenses of the project were determined
based on the upfront and other expense standards stipulated
by relevant national, industrial and local authorities, as well as
the investment scale of the Target Company’s fixed assets, the

selection of reasonable expense items and the reasonable rate.

®  Determination of capital costs

The capital cost was the loan interest for the capital invested in
the construction of the project during the construction period,
using the Loan Prime Rate (LPR) published by the National
Interbank Funding Center on 20 December 2022 as authorised
by the People’s Bank of China, and the construction period
was calculated on the basis of the normal condition cycle of the
construction, assuming capitals were invested evenly across

different stages:
Capital cost = (comprehensive construction cost (tax inclusive) +
upfront expenses (tax inclusive)) X loan base rate X reasonable
construction cycle X 1/2
Determination of depreciation rate
In the course of this valuation, the depreciation rate was determined
based on the toll operation period of the Liuwu Expressway, the design
life of the building and the on-site survey, and the estimated service life

of the building.

The formula is as follows: Depreciation rate = remaining service life/

(actual used service life + remaining service life) X 100%

Determination of appraisal value

Appraisal value = full replacement price X depreciation rate

-V-30 -



APPENDIX V

ASSET VALUATION REPORT

&)

Fixed assets — equipment

According to the purpose of this valuation, we adopted the cost approach

on sustainable use basis based on the market price, combining with the

characteristics of the equipment under valuation and the information collected.

For small quantities of equipment to be scrapped, the appraisal value was

determined at the prevailing second-hand market recovery price.

Appraisal value = full replacement price X depreciation rate

A.

Determination of full replacement price

Machinery and equipment

The full price for replacement of machinery and equipment shall
be determined comprehensively considering the various expenses
(including freight and miscellaneous expenses, installation and
commissioning fees and other costs of construction and capital
costs, etc.) of the equipment in normal use, in addition to the

purchase price of the equipment.

Full replacement price = purchase price + freight and
miscellaneous expenses + installation and commissioning fees +

upfront costs + capital costs

@®  Purchase price

It was determined by asking the relevant manufacturers or
trading companies and domestic agents to quote, referring
to the 2022 Mechanical and Electrical Products Price
Inquiry System and other price information, and the recent

contract prices of similar equipment.

For a small number of equipment for which the purchase
price is not available, the purchase price was calculated by
using price change rate of the equipment of the same era

and the same category.
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Freight and miscellaneous expenses

Freight and miscellaneous expenses were included in the
purchase price of this valuation and will not be considered

separately.

Installation and commissioning fees

Based on the pre-tax purchase price, different installation
rates were adopted to calculate the installation costs
pursuant to the characteristics, weight, ease of installation

of the equipment.

For small and non-installable equipment, the installation

and commissioning fees were not considered.

Upfront costs

Upfront costs include management fees, feasibility study
report and assessment fees, and construction supervision
fees, which were calculated based on the standard of
other costs for construction projects in the area where the
equipment is located, combined with the characteristics of

the equipment itself.

Capital costs

The capital cost was the loan interest for the capital invested
in the construction of the project during the construction
period, using the Loan Prime Rate (LPR) published by
the National Interbank Funding Center on 20 December
2022 as authorised by the People’s Bank of China, and
the construction period was calculated on the basis of
the normal condition cycle of the construction, assuming

capitals were invested evenly across different stages:

Capital cost = (equipment purchase price + freight and
miscellaneous expenses + installation engineering expenses
+ upfront and other expenses) X loan base rate X

reasonable construction cycle X 1/2
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Transport vehicles

For transport vehicles, the replacement cost was determined
based on the market price on the Valuation Benchmark Date, plus
vehicle purchase tax and other reasonable costs (e.g. license fees).

The formula is as follows:

Replacement cost = vehicle purchase price + vehicle purchase tax

+ license plate and handling fee

According to the Announcement of the Ministry of Finance
and State Taxation Administration on the Reduction of Vehicle
Purchase Tax for Certain Passenger Vehicles (Announcement
No. 20 [2022] of the Ministry of Finance and State Taxation
Administration): for passenger cars with a displacement of 2.0
liters or less whose acquisition date is within the period from 1
June 2022 to 31 December 2022, and whose single vehicle price
(excluding value-added tax) does not exceed RMB300,000, the
vehicle purchase tax will be halved. The vehicle purchase tax is
calculated with reference to the preferential tax rate of the above-

mentioned document.

Electronic equipment

The price of electronic equipment was determined based on recent
market information collected from local market information
and website enquiries, combined with specific circumstances.
Generally, manufacturers or sellers provide free transportation and

installation free, namely:

Full replacement price = Purchase price (including tax)

For a small number of equipment for which the purchase price
is not available, the purchase price was calculated by using

price change rate of the equipment of the same era and the same

category.
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B.

C.

Determination of depreciation rate

a.

Machinery and equipment

In the course of this valuation, the depreciation rate was
determined based on the economic service life of the equipment
and the on-site survey, and the estimated service life of the

equipment. The formula is as follows:

Depreciation rate = remaining service life/(actual used service life

+ remaining service life) X 100%

Vehicles

The final depreciation rate was determined by the following

methods, whichever is lower, subject to survey situation, where:

Depreciation rate of useful life = (1 — serviced life/economic (or
stipulated) use life) X 100%

Depreciation rate of mileage = (1 — travelled mileage/stipulated
mileage) X 100%

Electronic equipment

The depreciation rate was determined by economic service life

approach.

Depreciation rate = remaining service life/(used service life +

remaining service life) X 100%

Determination of appraisal value

Appraisal value = full replacement price X depreciation rate
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Intangible assets — concession intangible assets

The intangible assets — concession intangible assets included in the scope of
this valuation, toll road concessions, are mainly land use rights within the
expressway and at the toll stations, as well as road assets such as bridges and

tunnels.

For the land use rights within the expressway and at the toll stations, the cost

approximation approach was adopted in the valuation.

The basic idea of the cost approximation approach of land price assessment
is to determine the land price based mainly on the average standards of land
acquisition expenses and land development expenses in the area where the
subject to be evaluated is located, plus a certain amount of interest, profit and 1

income of land appreciation. That is:

The formula is as follows: Land price = (land acquisition expense+ related tax
+ land development expense + investment interest + investment profit + income
of land appreciation) x year modification coefficient x (1 + modification

coefficient for area and individual factors)

Land development costs have been included in the relevant construction and
installation costs of the project, therefore land development costs were not
considered in this valuation; the land use rights included in the scope of this
valuation were all allocated land, therefore land appreciation incomes were not

considered in this valuation.
For road assets such as bridges, tunnels and roadbeds, this valuation was carried
out using the cost approach. The formula is: Appraisal value = full replacement

price x depreciation rate

See “Fixed assets — buildings” for details of the method and process for

determining the full replacement value and the depreciation rate of road assets.

- V-35-



APPENDIX V

ASSET VALUATION REPORT

4

&)

Intangible assets — other intangible assets

For software in normal use, the same software product cannot be obtained due
to its long acquisition time, the evaluation is determined by adopting the price
index correction approach; for purchased software that has been amortized and is

no longer in use, the valuation is nil.

Deferred income tax assets

Deferred income tax assets mainly refer to deferred income tax assets formed
by income tax differences caused by differences in the provision of depreciation

by enterprises and the provision of depreciation by tax laws.

Professional valuers verify whether the detailed ledger matches the general
ledger and statement balance, whether it matches the entrusted valuation
detailed statement, and review accounting records such as payment amount,
occurrence time, and business content to confirm the authenticity and
completeness of deferred income tax assets. On the basis of verification, the

book value after verification is determined as the appraised value.

Liabilities

The valuers check and verify the actual debtors and amounts of various liabilities

after the valuation purpose is fulfilled, and determine the appraised value based on

the actual items and amounts of liabilities to be borne by the property owners after the

valuation purpose is fulfilled.
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(IIT) Introduction of the income approach

Overview

Based on the purpose and subject of valuation, and the ownership and value of the
scope and subject of valuation, the professional valuers decided, pursuant to relevant
national regulations and Asset Valuation Practicing Standards — Enterprise Values,
to adopt discounted cash flow (DCF) approach according to sources of revenue to

evaluate the Target Assets for the Proposed Acquisition within this valuation.

Discounted cash flow method, is a method for the estimation of the asset value by
discounting the future expected net cash flow of the enterprise to the present value.
The basic idea of the income approach is to derive the appraised value by estimating
the future expected net cash flow of the assets which are then discounted to the present
value with an appropriate discount rate. The basic conditions for applying the income
approach are: the enterprise has the foundations and conditions to continue as a going
concern; there is a stable corresponding relation between its operation and income; and
the future income and risk can be forecasted and quantified. The greatest difficulty in
using the approach of discounted cash flow is to predict the expected future cash flow,
and the objectivity and reliability of data collection and processing. If the forecast
of expected future cash flow is reasonably objective and fair and the discount rate is

reasonable, the appraisal result will be objective.

Valuation concept of income approach

Determining the unit applicable to the income approach and estimating its equity
capital value according to the due diligence results and the asset composition and

characteristics of principal operations of the Target Company. The basic concept for

the valuation is as follows:
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(1)

(2)

3)

For the assets and principal business included in the scope of the financial
statements, the expected return (equity cash flow) was estimated in accordance
with the trend of changes in historical operating conditions in recent years and
the traffic flow and revenue estimation and financial analysis of the Anhui
section of the Target Company issued by CHELBI Engineering Consultants,

Inc. and discounted to arrive at the value of the operating assets;

For surplus or non-operating assets (liabilities) that are included in the scope of
the financial statements and can be clearly determined by the valuers based on

the current information, their value was estimated separately;

The value of equity capital (entire shareholders’ equity interests) of the
appraised object was arrived at by the sum of values of the abovementioned asset

and liability.

Valuation model

ey

Basic model for income approach
The basic model for this valuation was:

P=E+C (D
In the formula:

E: Value of entire shareholders’ equity interests (net assets) of the Target

Company;

P: Value of the operating assets of the Target Company;

VR ) @
P—;(1+r)i+an(]+r)
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In the formula:

R;:  Expected earnings (equity cash flow) in the i year in the future;

I Discount rate;

n: Future projected earnings period;

P.:  Recovery value of assets at the end of the operating period;

C: Value of surplus or non-operating assets (liabilities) existing at the

benchmark date of the Target Company;

C =C1+C2 (3)

C,:  Value of current surplus or non-operating assets (liabilities) existing on

the Valuation Benchmark Date;

C,:  Value of non-current surplus or non-operating assets (liabilities) existing

on the Valuation Benchmark Date.

Income indicators

In this valuation, the equity cash flow of Target Company was used as the
income indicator for the operating assets of the Target Company. As the Target
Company had no interest-paying debt at the base date and no loan plan in the

forecast period, its basic definition is as follows:

R = Net profit + depreciation and amortization and

other non-cash costs — additional capital 4)

The expected equity cash flow of the Target Company in the future was
estimated according to its operation history, market development in the
future and etc., and the equity cash flow over the future operating period was
discounted and summed to arrive at the operating asset value of the Target

Company.
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4

Discount rate

In this valuation, the capital asset pricing model (CAPM) is used to determine

the discount rate r:

I Cost of equity capital, which is determined by the Capital Asset Pricing
Model (CAPM);

r= rf+ﬁe><(rm+ I"f)+8 (5)

In the formula:
R Risk-free return rate;
T Expected market yield;

e : Risk adjustment coefficient based on characteristics of the Target

Company;
B Expected market risk coefficient of equity capital of the Target Company.
Income period

A limited term has been adopted as the income period for this valuation.
According to the “Reply of the People’s Government of Anhui Province on the
Toll Operation Period of the Anhui Section of the Liuan-Wuhan Expressway”
(Anhui Zheng Mi [2012] No. 545) (CE#E N R BUF B /S 28 2 5 s s
%2 R B A A W PR () L D) (g BRI [2012]5459%)) issued by the People’s
Government of Anhui Province on 4 December 2012, it was approved that the
toll operation period of the Anhui Section of the Liuan-Wuhan Expressway
shall be 30 years, i.e. from 28 December 2009 to 27 December 2039. Therefore,

the current income period will end on 27 December 2039.
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VIII. IMPLEMENTATION AND STATUS OF VALUATION PROCEDURES

The overall valuation work is conducted in four phases:

(I)  Preparation phase of valuation

The Clients convened the kick-off meeting of the project and the coordination meeting
of the intermediaries, and the relevant parties agreed on the purpose of valuation, the
Valuation Benchmark Date and the scope of valuation, and formulated the work plan

of the asset valuation.

The valuers of the valuation project team cooperated with Target Company to
conduct asset inventories, fill in Detailed Asset Appraisal Declaration Forms, gained
a detailed understanding of the Target Assets, set up asset valuation work, assisted
Target Company in the declaration of valuated assets and collected documents and

information required for asset valuation.

(IT)  On-site valuation phase

The main work of the project team’s on-site valuation phase is as follows:

To listen to the introduction of the general situation of the Target Company and the
history and current status of the Target Company by the Clients and the relevant
personnel of the Target Company, and to understand the financial system, operating

conditions, technical status of fixed assets of the Target Company.

To audit and identify the Detailed Asset Inspection Appraisal Declaration Forms
provided by the Target Company, and to check with relevant proprietary information
and financial information, and to assist the Target Company in making adjustments to

the problems identified.

To conduct the comprehensive inventory verification of fixed assets and intangible

assets based on the Detailed Asset Inspection Appraisal Declaration Forms.

To review and collect the title certificates of the Target Company, and to check the

ownership information provided by the Target Company.

To determine the specific valuation approaches for each type of asset based on the

actual condition and characteristics of the assets to be valuated.
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To understand the development environment of the Target Company, mainly including
macro development environment, industry development environment and relevant

market development environment.

To understand the market position and main business qualifications of the Target

Company.

To verify the main business revenues and costs of the Target Company in the recent

years.

The valuer conducted on-site interviews with the Client and the financial manager,
heads of maintenance department, equipment department and other departments of the
Target Company respectively on the current situation, production and operation, and

future operation plan of the Target Company.

(III) Summary phase of valuation

To process and analyze the relevant information and data obtained through various
means to form applicable parameters of the appraisal model and estimate according to

the selected valuation approach.

To summarize estimated results of various assets estimates formed. To
comprehensively analyze and compare the measurement results obtained through

different valuation approaches, to determine preliminary appraisal conclusions.

(IV) Report submission phase

The Asset Valuation Report was drafted based on the above processes, and opinions were

exchanged with the Clients on the valuation results. Upon full consideration of relevant

opinions, the report was repeatedly modified and corrected in accordance with the internal

three-tier review system and procedure for Asset Valuation Report of the valuation agency,

and then the final Asset Valuation Report was issued.
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IX.

VALUATION ASSUMPTIONS

In this valuation, the valuer followed the below valuation assumptions:

@

(I

General assumptions

1.

Transaction assumption

The transaction assumption is that all assets to be appraised are already the subject
of the transaction, and the valuer will make estimation based on a simulated market
according to (among others) the transaction conditions of assets to be appraised. The

transaction assumption is a fundamental premise for asset valuation to be carried out.

Open market assumption

The open market assumption is that the parties to a transaction are on an equal footing
with each other and have access to sufficient market information and time to make a
rational judgment on the function and use of the assets and their transaction price. The
open market assumption is based on the assumption that assets are publicly traded in

the market.

Asset going-concern assumption

The going-concern assumption means that, the subject assets will continue to be used
as per its current purpose and the manner, scale, frequency and environment of use.
The valuer determines accordingly the method, parameters and basis for valuation if

certain conditions change.

Special assumptions

There will be no significant changes in the current macro-economic, financial and

industrial policies in the PRC.

There are no significant changes in the socio-economic environment in which the
Target Company operates, and there are no significant changes in the policies on
taxation, tax rates, and adjustment of taxable income implemented in the future

operation period.
The management of the Target Company has exercised due diligence in the future

operating period and has continued to maintain the existing business management

model as at the Valuation Benchmark Date.
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10.

1.

12.

13.

In view of the frequent changes or significant changes in the production and operation
process of the enterprise’s monetary funds or its bank deposits, interest income
generated from the deposits and other uncertain gains and losses (such as exchange

gains or losses) were not considered in the valuation.

This valuation assumes that the underlying information and financial information
provided by the Company, Anhui Transportation Holding Group and the Target

Company are true, accurate and complete.

This valuation assumes that the operational assets and operational liabilities as set out
in the financial information of the Target Company are complete, and the operating
results as set out in the financial information of the Target Company is correct and

accurate.

The scope of the valuation is based on the valuation return provided by the Target
Company. Contingent assets and contingent liabilities that may exist outside the list

provided by the Target Company have not been considered.

The parameters measured in this valuation have not taken into account the impact of

inflation.

There are no force majeure and unforeseen factors that would have a material adverse

impact on the Target Company.

It is assumed that the cash inflow from the income obtained by the Target Company
subsequent to the Valuation Benchmark Date inflow evenly and cash outflow of the

Target Company subsequent to the Valuation Benchmark Date outflow evenly.

This valuation assumed that there are no material changes in the transportation
industry policies, pricing principles and market conditions during the concession

period of the Liuwu Expressway.

This valuation assumed the discount policy for ETC users (which are provided by all

expressways within the Anhui province) will continue.
During the forecast period, the effective charging rate for passenger cars utilising the

Liuwu Expressway is 95.5% and effective charging rate for trucks utilising the Liuwu

Expressway is 91%.
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14.  The office premises currently leased by the Liuwu Expressway are continuously leased

for use.

15. This valuation assumed that there is no unforeseen material expansion or
reconstruction of the connecting highways of Liuwu Expressway during the concession
period, and there are no factors leading to material diversion impact from the Liuwu
Expressway (such as any unforeseen new construction of expressway outside of the

current planning by the PRC government).

16.  This valuation assumed that there is no unforeseen material capital expenditure as a

result of any material expansion or reconstruction.

When the above conditions change, the valuation conclusions may usually become invalid.

X.  VALUATION CONCLUSION

Based on the estimated traffic volume and revenue calculation of Anhui section of Target Company
by CHELBI Engineering Consultants, Inc. (the PRC Traffic Consultant), as well as the future
business planning and management of the Target Company, and in accordance with relevant
laws and regulations as well as Asset Valuation Standards, the asset-based approach and income
approach were adopted to appraise the market value of the entire shareholders’ equity interests
of Target Company as of the Valuation Benchmark Date of 31 December 2022 through necessary

valuation procedures, and we reached the following conclusions:

@D Conclusion of valuation by using the asset-based approach

The book value, appraised value and the incremental value of the valuation of total assets
were RMB2,762.2270 million, RMB3,535.9548 million and RMB773.7278 million,

respectively, representing a rate of increase of 28.01%.

The book value and appraised value of liabilities were RMB24.7183 million and
RMB24.7183 million, respectively, and there was no change (whether increase or decrease)

in the appraised value.
The book value, appraised value and the incremental value of the valuation of net assets were

RMB2,737.5087 million, RMB3,511.2365 million and RMB773.7278 million respect