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Securities and Exchange Commission o
Office of International Corporate Finance o~
: N s
Mail Stop 3-2 S
450 Fifth Street, N.W, -

Washington D.C., 20549 %%??L o |

Re:  Rule 12g3-2(b) Exemption — File Number 825237
Dear Sir or Madam:

We are exempt from Section 12(g) of the Securities Exchange Act of 1934 pursuant to
Rule 12g3-2(b) thereunder. Our file number is 825237,

According to Rule 12g3-2(b), we-enclose herewith the following documents made
public and/or sent to the shareholders of the Company:

1. Announcement made public in Hong Kong newspaper on September i1, 2002
regarding the proposed domestic bond issue;

2. Notice of extraordinary general meeting to be held on October 29, 2002; and

3. 2002 Interim Report which was sent to shareholders on September 6, 2002

- The documents themselves should be self-explanatory. We hope that you find the
documer:ts in order, and thank you for your attention.
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Sincerely yours, P SEP 26 2002
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Company Secretary
Zhejiang Expressway Co., Ltd.
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Cc: Ms. Denise Wong - Herbert Smith, (852) 2845 9099
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i ZHEJIANG EXPRESSWAY CO., LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

Notice of Extraordinary General Meeting

NOTICE IS HEREBY GIVEN that an extraordinary general meeting (the "EGM") of
Zhejiang Expressway Co., Ltd. (the “Company”) will be held at 10:00a.m. on November
15th, 2002 (Friday) at 18th Floor, Zhejiang World Trade Center, 15 Shuguang Road, i
Hangzhou 310007, the People’s Republic of China (the “PRC”) to consider and, if thought 3
fit, pass the following special resolution:

“THAT: _

o 1. the Company be and is hereby authorized, within 12 months from the passing of this
resolution, to issue RMB1 billion of domestic corporate bonds to institutional and
public investors within the PRC (the “Bond Issue”) and to apply for the listing and
trading of the bonds on the Shanghai Stock Exchange of the PRC;

2. the approval in paragraph 1 of this resolution is subject to the granting of final
" approval from the State Development Planning Commission; and

3. the board of directors be and is hereby authorized to handle all. the matters relevant
to the Bond lIssue, including without limitation:
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(1) exercise all the powers of the Company to determine the timing, terms and
conditions of the Bond Issue;

(2) preparation of the prospectus of the Bond Issue;

(3) execution of the major contracts regarding the use of the proceeds arising from
the Bond Issue; and

(4) all other matters relating to the Bond Issue.”

) By Order of the Board
Jiang Wenyao
Company Secretary

Hangzhou, Zhejiang Province, the PRC
September 10th, 2002



Notes:

1. Registration procedures for attending the EGM

(1)

(2)

Holders of H shares (“H Shares”) and domestic shares of the Company
("Domestic Shares”) intending to attend the EGM should return the reply slip for
attending the EGM to the Company by post or by facsimile (address and
facsimile numbers are shown in paragraph 5 below) such that the same shall be

received by the Company on or before October 25th, 2002.

A shareholder or his/her/its proxy should produce proof of identity when
attending the meeting. i a corporate shareholder appoints a legal
representative to attend the meeting, such legal representative shall produce
proof of identity and a copy of the resolution of the board of directors or other
governing body of such shareholder appointing such legal representative at the

meeting.

2. Proxy

(1)

(2)

(3)

A shareholder eligible to attend and vote at the EGM is entitled to appoint, in
written form, one or more proxies to attend and vote on his/her/its behalf. A

proxy need not to be a shareholder.

A proxy should be appointed by a written instrument signed by the appointor or
his/her/its attorney. If the appointor is a corporation, the same shall be affixed
with its common seal or signed by its director(s) or duly authorized
representative(s). If the form of proxy is sigvned by the attorney of the appointor,
the power of attorney or other authorization document(s) of such attorney

should be notarised.

To be valid, the power of attorney or any other authorization document(s)
(which have been notarised) together with the completed form of proxy must be

delivered, in the case of holders of Domestic Shares, to the Company at



the address shown iﬁ paragraph 5 below and, in the case of holders of H Shares,
to Hong Kong Registrars Limited located at Rooms 1301-1905, 19th Floor,
Hopewell Center, 183 Queen’s Road East, Hong Kong, not less than 24 hours
before the time designated for the holding of the EGM.

(4) A proxy may exercise the right to vote by a show of hands or by poll. However,
if more than one proxy is appointed by a shareholder, such proxies shall only

exercise the right to vote on a poll.
Closure of Register of Members

For the purposes of the EGM, the register of members of the Company will be closed
from October 16th, 2002 to November 14th, 2002 (both days inclusive), during which

no transfer of shares will be registered.
Eligibility for attending the EGM

Holders of Domestic Shares or H Shares whose names appear on the register of
members of the Company at the close of trading on October 15th, 2002 shall have the
right to attend the EGM.

Holders of H Shares who intend to attend the EGM must deliver all transfer
instruments and the relevant shares certificates to the share registrar for H Shares,
Hong Kong Registrars Limited located at Rooms 1712-1716, 17th Floor, Hopewell
Center, 183 Queen’s Road East, Hong Kong, at or before 4:00p.m. on October 15th,
2002.



5.

Miscellaneous

(1) The EGM will not last for more than one day. Shareholders who attend shall bear

their own travelling and accommodation expenses.

(2) The address of the Company is at:

19th Floor, Zhejiang World Trade Center
15 Shuguang Road

Hangzhou 310007

People’s Republic of China

Telephone No.: (+86)-571-8798 7700
Facsimile No.: (+86)-571-8795 0329
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes
no representation as to its accuracy or completeness and expressly disclaims any Iiabiii,t)/ whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

HIENARECERAERAF
ZHEJIANG EXPRESSWAY €O., LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

Proposed Domestic Corporate Bond Issue

Summary

Following a preliminary approval obtained from the State Development Planning Commission
(the “SDPC") on 26th August, 2002, Zhejiang Expressway Co., Ltd. {the “Company”) intends to make
formal a?plication to the SDPC and the Shanghai Stock Exchange of the PRC for the issue of RMB1
billion ot corporate bonds (the “Bonds”) to institutional and public investors in the PRC (the “Bond
Issue”) and for listing of the Bonds on the Shanghai Stock Exchange. The Company intends to use the
proceeds of the Bond issue to fund the construction work to widen sections of the Shanghai-
Hangzhou-Ningbo Expressway.

Under the Company Law of the PRC and the Company’s articles of association, the Bond {ssue is
subject to the apJ)roval of shareholders (including holders of H shares of the Company ("H Shares”)
and holders of domestic shares of the Company (“Domestic Shares”)). An extraordinary general
meeting will be held on 15th November, 2002 (the "EGM”) at which a sPecial resolution will be
proposed to the shareholders of the Company for their consideration and, if thought fit, approval of
the Bond Issue. Holders of H Shares and holders of Domestic Shares whose names appear on the
register of members of the Company at the close of trading on 15th October, 2002 shall have the right
to attend the EGM.

Upon the approval of the Bond Issue by the shareholders of the Company, the issuing of the
Bonds will still be subject to the final apgroval of the SDPC. The timing of the Bond Issue is subject to
both the SDPC’s final approval and the bond market conditions in the PRC.

Saved as disclosed herein, the directors of the Company (the "Directors”) hereby confirm that
they are not aware of any matter discloseable under the general obligation imposed by paragraph 2
of the Listing Agreement, which is or may be of a price-sensitive nature.

Following a preliminary approval obtained from the SDPC on 26th August, 2002, the Company
intends to make formal application to the SDPC and the Shanghai Stock Exchange of the PRC for the issue
of RMB1 billion of corporate bonds to institutional and public investors in the PRC and for listing of the
Bonds on the Shanghai Stock Exchange. The Company intends to use the proceeds of the Bond Issue to
fund the construction work to widen sections of the Shanghai-Hangzhou-Ningbo Expressway.

DETAILS THE BOND ISSUE

The proposed arrangements for the Bond Issue are as follows:

(1) Amount of Bonds to be issued: RMB1 billion.

{2) Target subscribers: Institutional and public investors in the PRC.

{3) Maturity of the Bonds to be issued: 7-15 years.

(4) Interest to be dpaid: Approximatelg 3.80% - 4.80% per annum, to be determined based on
market demand and negotiations between the underwriters and the Company.

(5) Proposed guarantee for the Bond Issue: One of the domestic commercial banks; the cost for
the guarantee is expected to be less than 0.1% per annum.

(6) Listing of the Bonds: the Bonds are proposed to be listed on the Shanghai Stock Exchange.
USE OF PROCEEDS

It is expected that the net proceeds arising from the Bond Issue will amount to approximately
RMBY80 million. The Directors presently intend to apply the proceeds to fund the construction to widen
two sections of the Shanghai-Hangzhou-Ningbo Expressway. Details are as follows:

(1) approximately RMB240 million for funding the remaining construction works to widen the
Hongken to Guzhu section; and

(2) the balance for funding the construction to widen the Shensi to Hongken section.
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As announced on 10th January, 2001, the Directors initially intended to fund the widening
construction works for the two sections by an issue of A shares in the Company in the PRC. For reasons
set out under the section headed "Reasons for proposed domestic corporate Bond Issue”, the Directors
consider that the Bond Issue would be a more preferable source of funding.

The Hongken to Guzhu section of the Shanghai-Hangzhou-Ningbo Expressway is 44 km in length,
and the first stage of the construction to widen the expressway is to expand it from the existing four lanes
to six lanes. Construction commenced in October 2000 and is expected to complete in four years. The
second stage of the construction to widen the Shenshi to Hongken section is a project to expand the 40.4
km section from four lanes to six lanes in respect of the 23.6 km section from Shenshi to Pengbu and the
8.7 km from Xiaoshan to Hongken, and from four lanes to eight lanes in respect of the 8.1 km section
from Pengbu to Xiaoshan. Construction is expected to commence at the end of 2002 with construction
completing in 2005,

IMPACT OF THE BOND ISSUE ON THE CAPITAL STRUCTURE OF THE COMPANY

On the basis of the estimated net proceeds arising from the Bond Issue, the Company’s capital
structure as at 30th June, 2002 and after the completion of the Bond issue are as follows:

As at After the
30th June, 2002 Bond Issue

RMB million  RMB million

Total Debt 3,315 4,315
Total Asset 14,607 15,587
The ratio of Total Debt to Total Asset 22.7% 27.7%

REASONS FOR PROPOSED DOMESTIC CORPORATE BOND ISSUE

The Directors believe that the Bond Issue is in the interests of the Company and will be beneficial
to the improvement of the shareholder’s return on their investment. The Directors believe that the cost
of debt financing is much lower than that of equity financing, thus preferring debt financing over equity
financing in general. A corporate bond issue has the lowest cost of financing, compared with bank loans
and other financing tools currently available. The interest rate for the Bonds is below 5% per annum,
whereas the current basic interest rates of bank loans in the PRC for 6 months, 12 months, 3 years and
5 years are 5.04%, 5.31%, 5.49% and 5.58% per annum, respectively. Furthermore, the Bond Issue will
raise the total debt to total asset ratio of the Company, which in turn will improve the return of equity
of the Company.

EXTRAORDINARY GENERAL MEETING

Under the Company Law of the PRC and the Company’s articles of association, the Bond lIssue is
subject to the approval of shareholders (including holders of H Shares and holders of Domestic Shares).
An EGM will be held on 15th November, 2002 at which a special resolution will be proposed to the
shareholders of the Company for their consideration and, if thought fit, approval of the Bond Issue. The
Company will dispatch a notice of the EGM to the shareholders of the Company informing the exact date
and venue of convening the EGM. Upon the approval of the Bond Issue at the EGM, the Bond Issue will
still be subject to the final approval of the SDPC, and the approval of the Shanghai Stock Exchange for
the listing of and dealing in the Bonds on the Shanghai Stock Exchange.

For the purposes of EGM, the register of members of the Company will be closed from 16th October,
2002 to 14th November, 2002 (both days inclusive), during which no transfer of shares will be registered.
Accordingly, holders of H Shares and holders of Domestic Shares whose names appear on the register of
g\;;ﬁnbers of the Company at the close of trading on 15th October, 2002 shall have the right to attend the

Holders of H Shares who intend to attend the EGM must deliver all transfer instruments and the
relevant share certificates to the share registrar for H Shares, Hong Kong Registrars Limited, located at
Shops 1712-1716, 17th Floor, Hopewell Center, 183 Queen’s Road East, Hong Kong, at or before 4:00 p.m.
on 15th October, 2002.

GENERAL INFORMATION

Saved as disclosed herein, the Directors confirm that they are not aware of any matter discloseable
under the general obligation imposed by paragraph 2 of the Listing Agreement, which is or may be of a
price-sensitive nature.

By Order of the Board
Zhejiang Expressway Co., Ltd.
JIANG Wenyao
Company Secretary
10th September, 2002, Hangzhou
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HIEHERELNERHARAS
d ZHEJIANG EXPRESSWAY CO., LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

v

Reply Slip for Extraordinary General Meeting

[(We)

of

Telephone number: and Fax number: ,
being the holder(s) of H Share(s)/Domestic

Share(s)* of Zhejiang Expressway Co., Ltd. (the “Company”) hereby confirm that
I(we) wish to attend or appoint a proxy to attend (on my (our) behalf) the
extraordinary general meeting (the “EGM”) to be held at 10:00a.m. on November
15th, 2002 (Friday) at 18th Floor, Zhejiang World Trade Center, 15 Shuguang
Road, Hangzhou 310007, the People’s Republic of China (the “PRC").

Signature:

Date:

Note: Eligible shareholders who wish to attend the EGM are advised to complete and return this
reply slip to the Company at 19th Floor Zhejiang World Trade Center, 15 Shuguang Road,
Hangzhou 310007, the PRC by post or by facsimile (Fax no.: (+86)-571-8795 0329) such that
the same shall be received by the Company on or before October 25th, 2002. Failure to sign
and return this reply slip, however, will not preclude an eligible shareholder from attending
the EGM.

* Please delete as appropriate.
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HIENARELERAERAF
ZHEJIANG EXPRESSWAY CO., LTD.

(A joint stock limited company incorporated in the People’s Republic of China with limited liability)

Proxy Form for Extraordinary General Meeting

Number of H Shares/

Shares related Domestic Shares*
to this proxy
form (Note 1)

| (we) (Notg 2}

of
being the holder(s) of Vot 1) H Share(s)/Domestic Share(s)* of
Zhejiang Expressway Co., Ltd. (the “Company”) now appoint Vote 3)
' {1.D. No.:
of

or, failing him, the chairman of the meeting as my (our) proxy to attend and vote for me (us) on the special
resolution in accordance with the instruction(s) below and on my (our) behalf at the extraordinary general meeting
of the Company ("EGM”) to be held at 10:00a.m. on November 15th, 2002 (Friday) at 18th Floor, Zhejiang World
Trade Center, 15 Shuguang Road, Hangzhou 310007, the People’s Republic of China (“the PRC") for the purpose of
considering and, if thought fit, passing the resolution as set out in the notice convening the said meeting. In the
absence of any indication, the proxy may vote for or against the resolution at his own discretion ™ete 4,

Special Resolution: For (Nete 4) Against Note 4)
“THAT:

1. the Company be and is hereby authorized, within 12 months from
the passing of this resolution, to issue RMB1 billion of domestic
corporate bonds to institutional and public investors within the
PRC (the “Bond Issue”) and to apply for the listing and trading of
the bonds on the Shanghai Stock Exchange of the PRC;

2. the approval in paragraph 1 of this resolution is subject to the
granting of final approval from the State Development Planning
Commission; and

3. the board of directors be and is hereby authorized to handle all
the matters relevant to the Bond Issue, including without
limitation:

(1) exercise all the powers of the Company to determine the
timing, terms and conditions of the Bond Issue;

(2) preparation of the prospectus of the Bond Issue;

(3) execution of the major contracts regarding the use of the
proceeds arising from the Bond Issue; and

(4) all other matters relating to the Bond lIssue.”

Date: , 2002 Signature: tNote 5)

Notes:

1. Please insert the number of share(s) registered in your name(s) relating to this form of proxy. If no number is inserted, this
form of proxy will be deemed to relate to all of the shares in the capital of the Company registered in your name(s).

2. Please insert full name(s) and address(es) in BLOCK LETTERS.

3. Please insert the name and address of your proxy. If this is left blank, the chairman of the EGM will act as your proxy. One
or more proxies, who may not be member(s) of the Company, may be appointed to attend and vote in the meeting provided
that such proxies must attend the meeting in person on your behalf. Any alteration made to this proxy form must be signed
by the signatory.

4. Attention: If you wish to vote FOR any resolution, please indicate with a “/" in the appropriate space under “For”. If you wish
to vote AGAINST any resolution, piease indicate with a */* in the appropriate space under “Against”. In the absence of any
such indication, the proxy will vote or abstain at his discretion.

5. This form of proxy must be signed under hand by you or your attorney duly authorized in that behalf. If the appointor is a
corporation, this form must be signed under its common seal or under hand by any directors or agents duly appointed by such
corporation.

6. This form of proxy together with the power of attorney or other authorization document(s} which have been notarised, must
be delivered, in the case of a holder of Domestic Share(s), to the Company at 18th Floor, Zhejiang World Trade Center, 15
Shuguang Road, Hangzhou 310007, People’s Republic of China and in the case of a holder of H Share(s), to Hong Kong
Registrars Limited at Rooms 1901-1905, 19th Floor, Hopewell Center, 183 Queen’s Road East, Hong Kong, at least 24 hours
before the time designated for the holding of the EGM.

* Please delete as appropriate.
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The directors (“Directors”) of Zhejiang Expressway Co., Ltd. (the "Company”) are pleased to present the
unaudited consolidated operating results of the Company and its subsidiaries (collectively the "Group”) for
the six months ended June 30, 2002 (the "Pericd”), prepared in conformity with accounting policies generally
accepted in Hong Kong with the basis of preparation as stated in Note 1 under the “Notes to Condensed
Financial Statements”.

During the Period, turnover for the Group grew by 32.1% to reach Rmb3895,983,000, and net profit from
ordinary activities attributable to shareholders grew by 21.2% to reach Rmb446,018,000. Earnings per share
for the Period was Rmb10.3 cents, representing an increase of 21.2% over the same period in 2001. The
overall performance of the Group during the Period has met the Directors’ most optimistic expectations.

Recommendation has been made for the payment of an interim dividend of Rmb4.0 cents per share in
respect of the Period. Tne recommendation is subject to approval at the extracrdinary general meeting of the
shareholders of the Company to be held on October 15, 2002.

2 ZHEJIANG EXPRESSWAY CO., LTD., o 2002 INTERIM REPORT




BUSINESS REVIEW

Driven by a 12% GDP growth rate in Zhejiang Province of the PRC, the highest growth rate for the province
since the onset of the Asian financial crisis in 1997, turnover for the Group grew strongly by 32.1% during
the Period to reach Rmb895,983,000, and net profit from ordinary activities attributable to shareholders
grew by 21.2% to reach Rmb446,018,000.

The core business of toll road operations, which are entirely located within Zhejiang Province of the PRC,
remained the mainstay of the Group’s operations, contributing to 96.7% of the Group’s turnover during the
Period.

Toll Road Operations

On the back of strong regional economic growth, increasingly enhanced expressway networks, a surge in
passenger car sales to private owners, and effective management measures by the Company, toll income
achieved by the Group grew by 30.3% during the Period to reach Rmb1,016,459,000.

Among the two major road projects, average daily full trip traffic volume and toll income on the 248 km
Shanghai-Hangzhou-Ningbo Expressway grew by 20.5% and 28.0% respectively, while those of the 142 km
Shangsan Expressway grew by 37.4% and 40.3% respectively.

The new vehicle classification policy adopted in mid-2001 continued to result in a higher growth rate in toll
income relative to traffic volume for the first half of 2002. The new policy was aimed at prohibiting larger
vehicles from being classified as smaller ones that would have paid less in toll charges.

Being the most recent one among the expressways operated by the Group to fully open to traffic, Shangsan
Expressway achieved the highest rate of growth both in traffic volume and in toll income, partly because of a
lower basis of comparison, and partly because of the province-wide centralized toll collection and distribution
system which has enhanced the network effect of expressways.

Traffic volume growth on the Jiaxing section of the Shanghai-Hangzhou-Ningbo Expressway further benefited
from a diversion of traffic, especially for larger vehicles, from parailel national roads onto the expressway
after toll rates on certain section(s) of these national roads were raised during the first half of the year.

The opening to traffic of Northern Hangzhu Ring Road at the beginning of the year brought a surge in traffic
volume and toll income on the 9.45km Shida Road, helping Hangzhou Shida Highway Co., Ltd. ("Shida Co"),
a 50% jointly-controlled entity of the Company, to achieve a net profit of Rmb276,000. This is the first time
that the jointly-controlled company made a profit since its establishment in 1999.

2002 INTERIM REPORT o ZHEJIANG EXPRESSWAY CO., LTD. 3
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Other Business Operations

Rapid growth in traffic volume on expressways operated by the Group brought increasing demand for
services in the service areas along the expressways. Among the five service areas operated by the Group,
collective turnover for the Period reached Rmb30.55 million, representing an increase of 188.8% as compared
to the same period in 2001, while net profit was Rmb4.94 million, representing an increase of 171.8%.

Growth in retail sale of petroleum products for Zhejiang Expressway Petroleum Development Co., Ltd., a
50% owned associate of the Company, was accompanied by a sharp reduction in its wholesale business,
reflecting both cpportunities and challenges brought by China’s entry into the World Trade Organization.
Turnover during the Period was approximately Rmb301.63 million, and net profit achieved was Rmb2.97
million, representing an increase of 212.1%.

In addition to continuing to build billboards along the Shanghai-Hangzhou-Ningbo Expressway, Zhejiang
Expressway Advertising Co., Ltd., a 70% owned subsidiary of the Company, kick-started its business operation
along Shangsan Expressway in the first half of this year with greater expansion of business operations
expected to come in the second half of the year. During the Periocd, turnover was approximately Rmb10.81
million while net profit was Rmb2.65 million, representing a decrease of 33.3% due to increasing maintenance

cost and decreasing gross profit margins.

JoinHands Technology Co., Ltd., a 27.58% owned associate of the Company, further expanded its technological
expertise into design and consulting services for logistic centers. Turnover generated during the Period from
its production and sale of POS (point-of-sale) equipment, as well as from the marketing of its two-dimensional
coding technology in the tobacco and power industry was Rmb8.54 million, while net profit decreased by
20.9% to reach Rmb460,000.

4 ZHEJIANG EXPRESSWAY CO., LTD. o 2002 INTERIM REPORT



BUSINESS REVIEW (Conro)

Expansion Works

As of the end of June 2002, the first stage of the project to widen the Shanghai-Hangzhou-Ningbo Expressway
(totaling approximately 44 km) progressed ahead of schedule, with successful completion and opening to
traffic of two trial sections, each 2km in length, on June 18, 2002. As construction tock place along the two
sides of the expressway off the traveled lanes, impact to moving traffic has been negligible.

Preparation for the second stage of the widening project, which totals approximately 40km, has been
underway, and construction is expected to commence before the end of the year. Total budget for the
second-stage expansion works is approximately Rmb1,055 million.

Due to the fact that the Company's plan to issue domestic ordinary shares to the public for the funding of
the first and second-stage widening projects was not implemented, the Directors intend to seek alternate
funding sources for the widening works, with a preference for debt financing over eguity financing.

2002 INTERIM REPORT o ZHEJIANG EXPRESSWAY CO., LTD. 5



FINANCIAL ANALYSIS

There had been no material changes to the Company’s funding and treasury policies during the Period.

Earnings per Share

Since the listing of its shares, the Company has maintained an annual growth in earnings per share (namely
profit distributable to shareholders over number of shares issued) of more than 10% for five consecutive
years. With further enhancements in the profitability of the Shanghai-Hangzhou-Ningbo Expressway and the
Shangsan Expressway, the core assets of the Company, earnings per share for the Period amounted to
Rmb10.3 cents, representing a year-on-year growth of 21.2%.

Return on Equity

Return on equity (profit distributable to shareholders as a fraction of share capital) is an important indicator
of investment return for the Company’s shareholders. Maximizing return on equity has always been a priority
of the Company. The return on equity for the Period was 4.7%, representing an increase of 0.6 percentage

points over the corresponding period in 2001,

The Directors believe that the best way to return value to shareholders is to maintain steady growth in
earnings per share and return on equity, which are the most direct indicators of the Company’s performance.

6 ZHEJIANG EXPRESSWAY CO., LTD. o 2002 INTERIM REPORT
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FINANCIAL ANALYSIS (conro)

Financial Gains

Financial gains represented gains in capital value mainly as a result of the Group’s effective management of
funds through financial management strategies. Financial gains specifically include interest income, exchange
gains and short-term investment gains.

Foreign currencies held by the Group, including US Dollar, Euro and HK Doliar, are all held as deposits with
various commercial banks. The substantial reduction in the Company’s cash and cash eguivalents after the
advanced repayment of the World Bank loans for the Hangzhou-Ningbo Expressway in July 2001, coupled
with a declining US Dollar interest rate, resulted in significantly less interest income for the Company during
the Period.

As a means of cash management, the Group’s short-term investment strategy in the first half of the year was
largely oriented towards risk control. Close to 90% of the Group's cash was held in treasury bonds and
corporate bonds while investments in securities funds were reduced. However, yields generated from such
investments were also significantly reduced.

For the six months ended June 30

2002 2001

Rmb'000 Rmb'000
Interest income 7,147 29,848
Revenue from short term investments 37,382 74,819

Exchange gains 1,962 53,172*
Total 46,491 157,838

* The sizable exchange gain in 2001 was the result of an early repayment of a World Bank loan in July 2001, a one-off

event.
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Financial Resources

As at June 30, 2002, the Group held Rmb1,940,270,000 in cash and cash equivalents, time deposits and
short-term investments, with cash and cash equivalents accounting for 21.4%, time deposits for 23.0% and

short-term investments for 55.6%.

As at As at

June 30, 2002 December 31, 2001

Rmb’'000 Rmb’000
Cash and cash equivalents 415,478 434,771
Renminbi 412,529 365,110
US dollar equivalent 2,566 7,393
Euro equivalent 377 56,991
HK dollar equivalent 6 5,277
Fixed deposits 446,812 384,255
Renminbi 229,850 260,579
US dollar equivalent 204,916 92,731
Euro equivalent 0 24,259
HK dollar equivalent 12,046 6,686
Short term investments 1,077,980 1,012,186
Renminbi 1,077,980 1,012,186
Total 1,940,270 1,831,212
Renminbi 1,720,359 1,637,875
US dollar equivalent 207,482 100,124
Euro equivalent 377 81,250
HK dollar equivalent 12,052 11,963

The average interest rates for bank deposits in RMB, US Dollars, Euro and Hong Kong Dollars during the
Period were approximately 1.1%, 3.4%, 0.7% and 1.5%, respectively. The average yield of short-term
investments was approximately 7.6%.
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FINANCIAL ANALYSIS (conro)

Financial Resources (Cont’d)

Furthermore, the domestic commercial banks have given the Group available credit to the amount of
approximately Rmb3,050 million. As of June 30, 2002, the Group has credit line on reserve to the amount of
approximately Rmb1,200 million.

The Directors do not expect to experience any problem with liguidity in the foreseeable future.

Borrowings and Debt Repayment Ability

The structure of the Group's portfolio of interest-bearing bank loans was changed as a result of the early
repayment of the World Bank loans by the Company in July 2001. As at June 30, 2002, borrowings with
floating interest rates amounted to Rmb911,983,000, a 2.5% reduction compared to the end of 2001, while
borrowings with fixed interest rates amounted to Rmb2,402,600,000, an increase of 14.8% over that at the
year-end of 2001.

Maturity profiles

Gross Within 2-5 years Beyond
amount 1 year inclusive 5 years
Rmb’000 Rmb’000 Rmb’000 Rmb’000
Floating rates
World Bank loan 911,983 42,710 353,610 515,663
Fixed rates
Commercial bank loans 1,970,000 1,670,000 © 300,000
Corporate bonds 200,000 200,000
Government loans 232,600 27,000 200,800 4,800
Total as at June 30, 2002 3,314,583 1,739,710 1,054,410 520,463
Total as at December 31, 2001 3,029,009 1,620,778 842,492 565,739
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SINANCIAL ANALYSIS (conrp)

Borrowings and Debt Repayment Ability (Cont'd)

The People’s Bank of China lowered the interest rate for domestic commercial bank loans again during the
Period. Consequently, the interest rate of commercial bank loans of the Group was lowered to a range
between 4.54% and 4.94%, with an average rate of 4.60%. The interest rate of the US Dollar loan extended
by the World Bank was lowered to 5.01% as affected by movements in LIBOR. Save as the aforesaid, the
interest rates of the Group’s corporate bonds and those of government loans were not materially different
compared to those applicable in 2001,

Interest expenses during the Period amounted to approximately Rmb83,544,000, whereas profit before
interest and taxation amounted to approximately Rmb795,754,000, giving rise to a profit to interest ratio
(profit before taxation and interest to interest expenses) of 9.5 (corresponding period in 2001: 5.0).

Capital Structure

There have been no significant changes in the Group’s capital structure and gearing ratios since the end of
2001, With the smooth progress of the widening works of the Shanghai-Hangzhou-Ningho Expressway and
the commitments in other capital expenditure, the Group will capitalize on the current opportunities for debt
financing as appropriate, with a view to improving the Group’s existing capital structure and to lower its

capital costs.
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FINANCIAL AANALYSIS (conro)

Capital Expenditure: Commitments and Utilization

As at June 30, 2002, capital expenditure commitments planned by the Group and the Company for widening

of the Shanghai-Hangzhou-Ningbo Expressway, completion of the remaining works at the Shangsan Expressway,

and acquisition of additional interests in subsidiary companies, among others, amounted to Rmb3,029,800,000

and Rmb2,509,100,000, respectively. Based on the progress of capital expenditure in relevant projects,
capital expenditure of Rmb636,800,000 was utilized during the Period.

Details of committed capital expenditures

15t stage of the project to widen the
Shanghai-Hangzhou-Ningho Expressway
2nd stage of the project to widen
the Shanghai-Hangzhou-Ningbo Expressway

Acquisition of additional 18.4% equity interest in Shangsan Co

Remaining construction works of the Shangsan Expressway
Construction works under contract No. 11
of the Shanghai-Hangzhou Expressway
Acquisition of additional stake in Shangsan Co
Acquisition of additional stake in Jiaxing Co
Others

Total

2002 INTERIM REPQRT o

As at June 30, 2002

Group Company
Rmb million Rmb million
2736 273.6
1055.0 1055.0
485.0 485.0
485.3
354
302.8 302.8
387.0 387.0
5.7 5.7
3,029.8 2,509.1
ZHEJIANG EXPRESSWAY CO., LTD. 11



FINANCIAL ANALYSIS (conro)

Contingent Liabilities and Pledge of Assets

Save for a guarantee provided by the Company in favor of Shida Co, a jointly controlled entity, in respect of
a commercial bank loan of Rmb30 million extended to that entity from September 2001 and maturing in
September 2007, the Group had not provided any other pledges or guarantees to any other third parties as
at June 30, 2002.

Foreign Exchange Exposure
The Group's liabilities in foreign currencies mainly represent a World Bank loan of approximately US$113

million borrowed for the construction of the Zhejiang section of the Shanghai-Hangzhou Expressway. In
addition, dividends for H Shares payable by the Company are settled in HK Dollars.

The Group is currently holding deposits in foreign currencies amounting to US$26,570,000, mainly for the
purpose of hedging foreign exchange risks. While the Directors do not anticipate any material foreign
exchange risks for the Group given substantial reduction of the Group’s liabilities in foreign currencies
compared to the corresponding period in the previous year, there can be no assurance that foreign exchange
risks will not affect the operating results of the Group.

Human Resources

The number of employees employed by the Group and the Group’s remuneration, incentive and training
policies have not changed significantly during the Period.
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The Directors expect that the strong momentum in traffic volume growth on the expressways operated by
the Group will continue into the second half of the year, as prospects for continued robust economic growth
for Zhejiang Province and its neighboring region of the PRC remain positive.

Since certain sections of the Shanghai-Hangzhou-Ningbo Expressway have been in service for more than six
years, according to the Company’s maintenance schedule, a major road surface overlay will be performed
over these sections starting from the second half of this year to continue into the next. For sections of
expressway undergoing overlay this year, the relevant cost is estimated to be approximately Rmb155 million.
Though there may be inconveniences, the overlay itself is not expected to impede normal traffic flow
significantly.

As we approach the end of the year, more expressways are slated to be completed and opened to traffic
within Zhejiang Province. While the opening to traffic of Eastern Hangzhou Ring Road is expected to divert
some traffic away from the Yuhang and Hangzhou section of the Shanghai-Hangzhou-Ningbo Expressway,
the opening to traffic of other expressways is expected to enhance the network effect, further contributing
to traffic volume growth on the expressways operated by the Group.

In response to projected increase in demand for ancillary services in the service areas, especially following the
widening of the expressways, the Company intends to expand its ancillary business operations alongside its
expressways to tap the growth potentials offered by the rapidly growing traffic volume, thereby further
enhancing returns provided by these expressways.
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DiscLOSURE ©F -NTERESTS AND OTHER MIATTERS

Establishment of Leve! | American Depositary Receipt Program

On February 14, 2002, a Level | American Depositary Receipt (the “ADR") pragram sponsored by the
Company in respect of its H shares, with the Bank of New York as depositary, was established in the United
States and became effective. Each of the American Depositary Shares (the "ADSs") evidenced by the ADRs
represents 30 deposited H shares of the Company. The ADSs are traded on the over-the-counter market in
the United States.

Purchase, Sale or Redemption of the Company’s Shares

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the Company’s
shares during the Period.

Shareholdings of Diractors and Supervisors

As at June 30, 2002, none of the Directors, chief executive or supervisors of the Company or their respective
associates had any interest in the share capital of the Company or any of its associated corporations (as
defined in Securities (Disclosure of Interests) Ordinance (Chapter 396 of the Laws of Hong Kong)(the “SDI
Ordinance™)) according to the register maintained by the Company pursuant to Section 29 of the SDI
Ordinance or as otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”) pursuant to the Model Code for Securities Transactions by Directors of Listed Companies.

During the Period, neither the Company nor any of its subsidiaries had made any arrangements which would
enable the Directors, chief executive or supervisors of the Company or their respective spouses or children
under the age of 18 to subscribe for equity or debt securities of the Company or any of its associated
corporations (as defined in the SDI Ordinance). No rights to subscribe for equity or debt securities of the
Company had been granted to any person during the Period.
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DISCLOSURE OF INTERESTS AND OTHER WIATTERS (conro)

Substantial Shareholders

As at June 30, 2002, the following shareholders held 10% or more of the share capital of the Company
according to the register of interests in shares required to be kept by the Company pursuant to Section 16(1)
of the SDI Ordinance:

The Group’s Substantial Shareholders

Name Number of shares Percentage

Zhejiang Communications Investment Group Co., Ltd. 2,432,500,000 56.01%
(domestic shares)

Huajian Transportation Economic Development Center 476,760,000 10.98%
(domestic shares)

HKSCC Nominees Limited 1,407,842,499 32.42%
(H shares)

Save as disclosed above, no person had registered an interest in the share capital of the Company that was
required to be recorded pursuant to Section 16(1) of the SDI Ordinance.

Compliance with Code of Best Practice

The Company was not able to hold a full board meeting during the Period. Except for the above, the
Directors are not aware of any informaticn that would reasonably indicate that the Company is not, or was
not for any part of the Period, in compliance with the Code of Best Practice set out in Appendix 14 to the
Rules Governing the Listing of Securities on the Stock Exchange.

Appreciations

I ' would like to congratulate the new management team, led by Mr. FANG Yunti, General Manager of the
Company, for a job well done, and thank all the employees of the Company for their contribution and
support to the new management.
By Order of the Board
GENG Xiaoping
Chairman
Hangzhou, August 20, 2002
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ConpENSED CONSOUDATED

U lsu

(UnAUDITED)

Turnover

Operating cost

Gross profit
Other revenue

Administrative expenses
Other operating expenses

Profit from operating activities

Finance costs

Share of profit of associates
Share of profit of a jointly- controlled entity

Profit before taxation

Tax

Profit before minority interests
Minority interests

Net profit from ordinary activities
attributable to shareholders

Transfer to reserves
Interim dividends

Earnings per share (Rmb cents)

16 ZHEJIANG EXPRESSWAY CO.,

LTD.

Notes

2,4

INCOME STATEMENT

For the six months ended June 30

o 2002 INTERIM REPORT

2002 2001
Rmb’000 Rmb’000
995,983 754,113

(220,281) (162,394)
775,702 591,719
65,392 170,439
(28,091) (25,981)
(20,671) (9,978)
792,333 726,199
(83,544) (141,914)
2,791 16,627
630 (1,151)
712,210 599,761
(212,896) (176,737)
499,314 423,024
(53,296) (55,125)
446,018 367,899
— 2,424
173,725 130,293
10.3 8.5



ConoeENsED CoONSOLUDATED BALANCE SHEET

As of As of
June 30, 2002 December 31, 2001
Rmb’000 Rmb'000
Notes Unaudited Audited
Non-current assets
Fixed assets 8 12,013,659 12,031,012
interest in a jointly-controlled entity 54,146 54,082
Interests in associates 158,116 156,909
Expressway operating rights 218,056 223,345
Long term investments 32,834 32,867
Long term receivables 10,320 9,030
Goodwill 103,022 19,810
12,590,152 12,527,055
Current assets
Short term investments 1,077,980 1,012,186
Inventories 2,667 1,274
Trade receivables 9 20,434 54,219
Other receivables 53,875 63,778
Cash and cash equivalents 862,290 819,026
2,017,246 1,950,483
Current liabilities
Trade payables 10 150,401 - 240,818
Profit tax payable 171,235 95,229
Other taxes payable 5,379 23,219
Other payables and accruals 239,743 157,326
Interest-bearing bank and other borrowings 1,739,710 1,620,778
2,306,468 2,137,370
Net current liabilities (289,222) (186,887)
Total assets less current liabilities 12,300,930 12,340,168
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As of As of
June 30, 2002 December 31, 2007
Rmb’000 Rmb'000
Notes Unaudited Audited
Non-current liabilities
Interest-bearing bank and other borrowings 1,374,873 1,208,231
Long term bonds 200,000 200,000
Other long term liabilities 12,474 8,694
Deferred tax 179,010 131,533
1,766,356 1,548,458
Minority interests 1,103,493 1,502,629
9,431,081 9,289,081
Capital and reserves
Issued capital 4,343,115 4,343,115
Reserves 4,914,241 4,641,948
Recommended interim dividend 173,725 304,018
9,431,081 9,289,081
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ConpenseED ConsoLipaTED CasH FLow STATEMENT

(UnAUDITED)

Net cash inflow from operating activities

Net amount of taxation paid and refunded
Net cash out flow from investing activities
Net cash inflow before financing activities

Net cash inflow from financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the Period

Net exchange gains

Cash and cash equivalents at the end of the Period

Analysis of cash and cash equivalents

Cash and bank balances

Time deposits with original maturity of less than 3 months

2002 INTERIM REPQRT o

For the six months ended June 30

2002 2007
Rmb’000 Rmb’000
(Re-stated)
908,918 686,024
(214,900) (120,588)
© (518,523) (443,738)
175,495 121,698
(146,896) (30,259)
28,599 91,439
739,926 1,323,513
1,299 53,172
769,824 1,468,124
415,478 377,227
354,346 1,090,897
769,824 1,468,124
ZHEJIANG EXPRESSWAY co ., LTD. 19
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UNAUDITED)

As at January 1, 2002
Net profit for the Period
Transfer for/(to) reserves
Proposed interim dividend

As at June 30, 2002

As at January 1, 2007

Net profit for the Period
Transfer for/(to) reserves
Proposed interim dividend

As at June 30, 2001

)
[&]

ONDENSED STATEMENT OF CHANGES IN EQUITY

For the six months ended June 30, 2002

Share
Share premium (goodwill)

Capital/ Statutory
surplus
capital account reserve reserve
Rmb’000 Rmb’000 Rmb’000 Rmb’'000

Public
welfare
fund
Rmb’000

Retained
Total
Rmb’000

profits
Rmb’000

4,343,115 3,645,726 (352,860) 415,298

190,764

743,020 8,985,063
446,018 446,018

(173,725) (173,725)

4,343,115 3,645,726 (352,860) 415,298

190,764

1,015,313 9,257,356

For the six months ended June 30, 2001

4,343,115 3,645,082

ZHEJIANG EXPRESSWAY CO., LTD. °

Share  Capital/  Statutory Public

Share premium (goodwill)  surplus  welfare Retained
capital  account  reserve  reserve fund profits Total
Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb’'000
4,343,115 3,645,082 (352,860) 285,031 128,002 609,747 8,658,117
— — — — — 367,899 367,899
— — — 2,424 — (2,424) —
— — — — — (130,293) (130,293)

(352,860) 287,455
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NoTes To CoONDENSED FINANCIAL STATEMENTS

1. Accounting Policies

The condensed consolidated interim financial statements are prepared in accordance with the Hong
Kong Statement of Standard Accounting Practice (“SSAP”) No. 25 “Interim Financial Reporting” and the
relevant disclosure requirements as stipulated in Appendix 16 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”). The accounting policies
and the basis of preparation adopted are consistent with those adopted in the financial statements of
the Group for the year ended December 31, 2001 except in relation to SSAP1 (Revised) and SSAP15
(Revised).

The Group has complied with SSAP1 (Revised) and SSAP15 (Revised) for the first time in this interim
reporting period. As a result, a condensed consolidated statement of changes in equity is presented and
the comparatives of the condensed consolidated cash flow statement for the six months ended June 30,
2001 have been restated to reflect the requirements of the SSAP.
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NoTes To CoONDENSED FINANCIAL STATEMENTS (conro)

2. Turnover and Segment Information

During the Period, the principal activities of the Group did not change. The principal activities by
operating results are summarized as follows:

For the six months ended June 30

2002 ‘ 2001
Profit Profit
Turnover  contribution Turnover contribution
Rmb’'000 Rmb’000 Rmb'000 Rmb’000
Segment by business activities
Toll 963,081 764,022 740,122 583,696
Advertising 11,547 5,675 9,444 6,563
Service areas 21,355 6,005 4,547 1,460
995,983 775,702 754,113 591,718
Others 65,392 170,439
Administrative expenses (28,091) ‘ (25,981)
Other operating expenses (20,671) (9,978)
Profit from operating activities 792,333 726,199

No further analysis of the turnover and profit from operating activities by geographical segment was
prepared as the turnover and profit from operating activities of the Group were all generated from
Zhejiang Province, the PRC during the Period.
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NoTtes To CONDENSED FINANCIAL STATEMENTS (conro)

3. Other Revenue

For the six months ended June 30

2002 2001

Rmb’000 Rmb'000
Revenue from short-term investments 37,382 74,819
Interest income 7,147 29,848
Rental income 4,351 1,809
Trailer income 4,620 4,039
Exchange gain 1,962 53,172
Others* 9,929 6,752
Total 65,392 170,439

*  Include revenue from sale of gasoline and other merchandises at service areas.

4, Profit from Operating Activities

The Group's profit from operating activities is arrived at after charging:

For the six months ended June 30

2002 2007

Rmb’000 Rmb'000
Depreciation 109,288 96,879
Amortisation of expressway operating rights 4,350 4,350
Amortisation of goodwill 5,481 1,246
Staff costs 31,833 32,420
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NoTtes To CoNDENSED FINANCAL STATEMENTS (conro)

(53]
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Taxation

According to the relevant regulations of taxation in the PRC, Zhejiang Shangsan Expressway Co., Ltd.
("Shangsan Co"), a 63% owned subsidiary of the Company, qualified for preferential taxation treatments
by providing sufficient employment opportunities to the jobless. Consequently Rmb16,750,000 in taxation
was refunded (half of the profit tax paid in 2001) to Shangsan Co during the Period.

Save for the above, the Group has paid taxation at a rate of 33% since January 1, 2002. No Hong Kong
profits tax has been provided, as the Group had no taxable profits in Hong Kong during the Period.

For the six months ended June 30

2002 2001
Rmb’000 Rmb'000
Group:
Taxation charged 180,724 150,122
Taxation refunded/refundable (16,750) (36,115)
163,974 114,007
Defarred 47,477 46,236
Share of taxation attributable to associates 3,136 13,983
Share of deferred taxation attributable to associates (2,183) 1,994
Share of deferred taxation attributable to
a jointly-controlled entity 492 517
Taxation charged for the period 212,896 176,737

ividends

The Directors recommend the payment of an interim dividend of Rmb4.0 cents (approximately HK3.8
cents) (2001: an interim dividend of Rmb3.0 cents (approximately HK2.8 cents)). The recommendation
has been set out in the financial statements.
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NoTes To CONDENSED FINANCIAL STATEMENTS (conro)

7. Earnings per Share

The calculation of basic earnings per share is based on the net profit from ordinary activities attributable
to shareholders for the Period of Rmb446,018,000 (for the six months ended June 30, 2001:
Rmb367,8%9,000) and the 4,343,114,500 shares (June 30, 2001: 4,343,114,500 shares) in issue during
the Period.

Diluted earnings per share for the period ended June 30, 2002 have not been calculated, as no diluting
event occurred during the Period.

8. Fixed Assets

There were no significant changes to the Group’s fixed assets during the Period.

9. Trade Receivables

The aging analysis of trade receivables as at June 30, 2002 and the comparative figures of December
31, 2001 are as follows:

As of As of

June 30, 2002 December 31, 2001

Rmb’000 Rmb'000

Unaudited Audited
Within 1 year 20,434 44,918
110 2 years — 9,301
2 to 3 years — —
Total 20,434 54,219

The Group allows an average credit period of approximately 180 days to its trade customers.
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NoTes 7o CoNDENSED FINANCIAL STATEMENTS (conro)

70. Trade Payables

The aging analysis of trade payables as at June 30, 2002 and the comparative figures of December 31,

2001 are as follows:

As of As of

June 30, 2002 December 31, 2001

Rmb’'000 Rmb'000

Unaudited Audited
Within 1 year 103,404 113,783
1 to 2 years 13,879 126,796
2 to 3 years 33,118 229
Total 150,401 240,818

71. Related Party Transactions

The following is a summary of significant related party transactions carried out in the ordinary course of
business between the Company, its subsidiaries and certain government bodies during the Pericd.

Under a reorganization agreement, Zhejiang Provincial High Class Highway Investment Co., Ltd. (Replaced
by Zhejiang Communications Investment Group Co., Ltd., “CIG") gave a number of undertakings to the
Company, including a non-competition undertaking, a tax indemnity, and an indemnity against losses
incurred, which were not expressly transferred to the Company pursuant to the reorganizations and
general indemnity provisions against any breach of representation warranty and undertakings contained

in the agreement.

[S]
&
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NoTes To CONDENSED FINANCIAL STATEMENTS conrs)

11. Related Party Transactions (Cont'd)

On August 20, 2002, the Company entered into a sale and purchase agreement to purchase from CiG a
6.625% equity interest (the “CIG Acquisition”) in Shangsan Co for a consideration of Rmb187.62
million (equivalent to approximately HK$177 million)(the “CIG Purchase Consideration”) in cash.

CIG is the controlling shareholder of the Company and as such is a connected person of the Company
for the purposes of the Listing Rules. Accordingly, the CIG Acquisition constitutes a connected transaction
for the Company under rute 14.23 of the Listing Rules. Since the CIG Purchase Consideration represents
less than 3% of the book value of the net tangible assets of the Company as disclosed in its latest
published audited accounts, no shareholder approval is required under rule 14.25 of the Listing Rules.

12. Approval of Financial Statements

The financial statements were approved by the board of directors on August 19, 2002,
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LpPENDIX | CORPORATE INFORMATION (conro)
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LpreENDIX Il CorPORATE STRUCTURE OF THE GRrROUR
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— e — — jointly-controlled entity

*  As of the date of printing of this document
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