Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this announcement, make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this announcement.

This announcement appears for information purposes only and does not constitute an invitation or offer to
acquire, purchase or subscribe for securities of the Company.

ZHERBSELAERDER AT
ANHUI EXPRESSWAY COMPANY LIMITED

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

OVERSEAS REGULATORY ANNOUNCEMENT

This announcement is made pursuant to Rule 13.10B of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Hong Kong Listing Rules”).
Reference is also made to the announcements of Anhui Expressway Company Limited
Company (the “Company”) dated 3 April 2023 and 17 April 2023 in relation to, among other
things, (a) the Proposed Acquisition; (b) the Proposed Non-public Issuance of A Shares; and
(c) the Whitewash Waiver, and the overseas regulatory announcement made by the Company
on 27 April 2023.

Unless otherwise defined, capitalized terms used herein shall have the same meanings as
those defined in the announcement made by the Company dated 17 April 2023.

Set out in the Annex of this announcement is the announcement on Reply Report (the “Reply
Report Announcement”) to the Inquiry from Shanghai Stock Exchange on the Proposed
Acquisition and the Proposed Non-public Issuance of A Shares published by the Company
in Chinese on the website of Shanghai Stock Exchange (www.sse.com.cn). An English
translation of the Reply Report Announcement is also set out in the English version of this
announcement for reference purpose only.

Pursuant to Rule 10 of the Takeovers Code, disclosure of certain unaudited financial
information of the Target Company for the year ended 31 December 2021 and 2022,
management discussion and financial analysis of the Company and the Target Company
with the use of such unaudited financial information as well as the valuation analysis
and indicators of the Proposed Acquisition derived from such unaudited financial
information of the Target Company as set out in the Reply Report Announcement
shall constitute profit forecasts and should be reported on in accordance with Rule
10 of the Takeovers Code, and the reports must be included in this announcement in
accordance with Rule 10.4 of the Takeovers Code. Due to the time constraint in issuing
this announcement in compliance with Rule 13.10B of the Hong Kong Listing Rules, the
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parties have encountered practical difficulties in meeting the reporting requirements
under Rule 10 of the Takeovers Code for the purpose of this announcement. The
unaudited financial information of the Target Company, management discussion and
analysis of such unaudited financial information as well as the valuation indicators
of the Proposed Acquisition derived from such financial information of the Target
Company does not meet the standard required under Rule 10 of the Takeovers Code.
Shareholders and potential investors of the Company are advised to exercise caution
in placing reliance on the unaudited financial information and respective valuation
indicators for the Target Company in assessing the merits and demerits of the Proposed
Acquisition. The audited financial information of the Target Company will be included
in the circular to be sent to the Shareholders in relation to (amongst others) the
Proposed Acquisition and the Whitewash Waiver.

By Order of the Board
Anhui Expressway Company Limited
Lee Chung Shing
Company Secretary

Hefei, Anhui, the PRC
16 May 2023

As at the date of this announcement, the Board of the Company comprises Xiang Xiaolong
(chairman), Yang Xiaoguang, Tao Wensheng and Chen Jiping as the executive Directors;
Yang Xudong and Du Jian as the non-executive Directors; and Liu Hao, Zhang Jianping and
Fang Fang as the independent non-executive Directors.

The Directors jointly and severally accept full responsibility for the accuracy of the
information contained in this announcement and confirm having made all reasonable
enquiries, that to the best of their knowledge, opinions expressed in this announcement have
been arrived at after due and careful consideration and there are no other facts not contained
in this announcement the omission of which would make any statement in this announcement
misleading.
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Reply Report Announcement (English translation)
Stock Code: 600012  Stock Short Name: Anhui Expressway Announcement No.: Lin 2023-016

ANNOUNCEMENT ON REPLY TO THE INQUIRY LETTER FROM
SHANGHAI STOCK EXCHANGE ON THE PLAN ON ISSUANCE
OF SHARES FOR THE PROPOSED ACQUISITION AND THE
PROPOSED NON-PUBLIC ISSUANCE OF A SHARES AND
RELATED PARTY TRANSACTIONS OF ANHUI
EXPRESSWAY COMPANY LIMITED

The board of directors and all directors of the Company guarantee that there are no false
statements, misleading representations contained in, or material omissions from this
announcement, and accept responsibility as to the truthfulness, accuracy and completeness
of the content herein.

Anhui Expressway Company Limited (the “Company” or “Anhui Expressway”) received
the “Inquiry Letter on the Plan on Issuance of Shares for the Proposed Acquisition and
the Proposed Non-public Issuance of A Shares and Related Party Transactions of Anhui
Expressway Company Limited” (Shang Zheng Gong Han [2023] No. 0369, hereinafter
referred to as the “Inquiry Letter”) from the No. 1 Listed Company Management Department
of Shanghai Stock Exchange on 27 April 2023.

The Company and relevant parties carefully reviewed, analyzed and studied the matters
item by item involved in the Inquiry Letter, and replied to the Shanghai Stock Exchange on
the relevant issues. At the same time, the Company made amendments and supplemental
disclosure to the Plan on Issuance of Shares for the Proposed Acquisition and the Proposed
Non-public Issuance of A Shares and Related Party Transactions and its Summary in
accordance with the requirements of the Inquiry Letter, and highlighted in bold font. The
reply is hereby disclosed as follows.

Unless otherwise specified, the definitions of the abbreviations or terminologies used in this
reply are the same as those in the Plan on Issuance of Shares for the Proposed Acquisition
and the Proposed Non-public Issuance of A Shares and Related Party Transactions of Anhui
Expressway Company Limited (revised) (hereinafter referred to as the “Reorganisation
Proposal”). Discrepancies between the total amount and the sum of individual items are due
to rounding unless otherwise specified.

Question 1: The plan indicates that the estimated price of the Target Company is no
more than RMB4 billion. Media reports suggest that the P/E of the Target Company in
this transaction is 19 times, with calculation based on the upper limit of the estimated
price and the net profit of 2022, which is higher than the P/E of listed companies of 10
times. Please supplement the basis and rationality of the estimated value of the Target
Company by considering the profitability, asset-liability ratio, and other relevant factors
of other expressway assets within the same industry and the Company.
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Response:

I. Valuation of comparable transactions and comparable companies in
the same industry

(I) Selection of valuation indicators

The commonly used valuation indicators for expressway companies mainly
include enterprise value multiples (EV/EBITDA), price-to-earnings ratio (P/E),
price-to-book ratio (P/B), etc. Among them, EV/EBITDA and P/E mainly reflect
the multiple relationship between the enterprise valuation and its profit scale,
while the P/B reflects the multiple relationship between the enterprise valuation
and its net asset scale. By combining these two types of indicators, the impact of
the operating conditions and asset resource on the value of expressway companies
can be reflected.

Considering that the asset scale of expressway companies is usually large, the
huge difference in the initial construction cost of expressways constructed in
different periods and regions as well as the long-term asset depreciation and
amortization during the operation period of expressways, and the difference in
capital structure and financing costs of different companies, all these factors may
have an impact on the net profit of the company and thus affect the comparability
of the P/E indicators among different expressway companies.

Compared with net profit, earnings before interest, taxes, depreciation, and
amortization (EBITDA) can more fully reflect the operational performance during
the operation period of expressways and the inflow of resources available for
future business operations and construction by excluding the impact of factors
such as depreciation, amortization, and financial expenses. Therefore, compared
with the P/E, comparative analysis based on EV/EBITDA can usually better
reflect the relationship between the valuation of expressway companies and their
profitability.

Based on the three valuation indicators of enterprise value multiples (EV/
EBITDA), price-to-earnings ratio (P/E), and price-to-book ratio (P/B), we
compare and analyze the valuation of the Target Company with that of comparable
transactions and companies in the same industry.

- 26 —



(IT) Valuation of comparable transactions in the same industry

After searching for public market cases, the valuation of the target assets in

completed restructuring transactions of A-share listed companies purchasing
expressway assets (including A-share listed companies issuing shares to purchase
assets and major asset restructuring transactions that do not involve the issuance

of shares) so far is as follows:

Completion Listed

time

QOctober
2021

December
2020

July 2020

QOctober
218

September
017

companies

Shanxi Road &
Bridge (000753.
§Z)

Guangdong
Expressway
(000429.52)

Xinjiang Beixin
Road & Bridge
(002307.52)

Shanxi Road &
Bridge (000755,
SZ)

Tongli Cement
(000885.5Z,
renamed as

CEVIAENVIRO)

Target assets

100% equity of Shanxi
Pingyu Expressway Co.,
L.

21% equity of Guangdong
Guanghui Expressway
Co., Ltd,

100% equity of Chongging
Beixin Yuchang
Expressway Construction
Co., Ltd,

100% equity of Shanxi Road
& Bridge Group Yuhe
Expressway Co., Lid.

100% equity of Henan
Xupingnan Expressway
Co., Ltd.

Net profit

attributable

o

shareholders

of the parent

EBITDA  company

for the for the

100% most recent  most recent

equity year hefore  year before

Valuation valuation ~ EVof valuation  valuation
benchmark ~of target ~ target benchmark benchmark
date company company date date
(RMBIOD (RMBIOD  (RMBIQD (MBI

million) — million)  million) million)

2020080 2805 7204 6.5 203
020831 184 12062 113 10.03
00831 108 42 - -
0080 148 815 460 088
007430 379% 006 1092 428

27 —

Net assets
attributable
to
shareholders
of the parent
company as
of valuation
henchmark
date
(RMBIOD
nullion)

18.60

35.65

8.64

1443

2103

EBITDA

EVI
PE PiB
1or 1382 131
100 114 33
NA  NA 1.25
1809 1691 1.03
04l 886 180



Net profit

attributable

fo
shareholders ~ Net assets
of the parent  atributable

EBITDA  company fo
for the for the - shareholders
100% most recent most recent of the parent
equity year hefore year before  company as
Valuation valuation ~ EVof valuation  valuation of valuation
Completion Listed benchmark ~of target  farget benchmark benchmark  benchmark  EV/
time companies Target assets date  company  company date date date EBITDA  PE P8

(RMBIOD - (RMBIOD  (RMBIOO— (RMBIOO - (RMBIOD
million) — million) — million) million) million)

July 2016 Guangdong 25% equity of Guangdong 2013331 373 7167 822 13l 389 81 931 123
Expressway Fokai Expressway Co,,
(000429.52) L.
100% equity of Beijing- 0056310 BH 358 §.55 193 58 419 119% 39
Zhuhai Expressway

Guangzhou-Zhuhai
Section Co., Ltd.
Maximum value 1809 291 39
Average value 94 1548 201
Median value 18 1LY 131
Minimum value 419 886 103
Target Company (2022) 94 1879 1.5
Target Company (2021) 83 1547 1.4

Source: Wind Information, announcements from relevant listed companies

Note I:  Enterprise value of the target company = 100% equity valuation of the target
company + interest bearing liabilities as of the valuation benchmark date;
EBITDA for the most recent year before the valuation benchmark date = total
profit for the most recent year before the valuation benchmark date + interest
expenses + depreciation and amortization

Note 22 EV/EBITDA = enterprise value of the target company/EBITDA for the most
recent year before the valuation benchmark date; P/E = 100% equity valuation of
the target company/net profit attributable to shareholders of the parent company
in the most recent year before the valuation benchmark date; P/B = 100% equity
valuation of the target company/net assets attributable to shareholders of the
parent company as of the valuation benchmark date
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Note 3: Chongqing Beixin Yuchang Expressway Construction Co., Ltd. had not yet
generated revenue and profit in the year immediately prior to the valuation
benchmark date during which the acquisition of 100% equity in Chongqing
Beixin Yuchang Expressway Construction Co., Ltd. by Xinjiang Beixin Road &
Bridge (002307.SZ) took place

As of the date of this Reply Report Announcement, the audit and valuation
work of the Target Company has not been completed, and the valuation of the
target assets and the consideration of the Proposed Acquisition have not been
determined. The estimated consideration of the Target Company is expected to
be no more than RMB4 billion. Based on the upper limit of the estimated price of
RMB4 billion, as well as the unaudited net profit of the Target Company for 2021
and 2022 being RMB252.0505 million and RMB212.8750 million, respectively,
the corresponding P/E is 15.87x and 18.79x; the unaudited EBITDA of the Target
Company for 2021 and 2022 is RMB486.3080 million and RMB432.9522 million,
respectively, and the corresponding EV/EBITDA is 8.23x and 9.24x; the unaudited
net asset of the Target Company as of 31 December 2021 and 31 December 2022
is RMB2,601.4032 million and RMB2,582.4515 million, respectively, and the
corresponding P/B is 1.54x and 1.55x.

Based on the above table, if calculated based on the upper limit of the estimated
price of RMB4 billion for this transaction, the EV/EBITDA of the Target
Company in 2022 is basically equivalent to the average of comparable transactions
in the same industry, the P/E is within the valuation range of comparable
transactions in the same industry, and the P/B is between the median value and
average of comparable transactions in the same industry. Considering that the
Target Company’s financial data in 2022 was affected to some extent by public
health events and the toll reduction policy for the fourth quarter of 2022 issued
by the relevant regulatory authorities, if the financial data in 2021 is adopted for
calculation, the P/E of the Target Company in 2021 is basically equivalent to
the average level of comparable transactions in the same industry, and the EV/
EBITDA and P/B are between the median values and average of comparable
transactions in the same industry.

Considering that the current asset-liability ratio of the Target Company is at a
low level, the comparability of its P/E indicator is affected to a certain extent.
Assuming that the Target Company increases its asset-liability ratio to align with
that of the Company as of the end of 2022 (i.e. 36.61%) by increasing a certain
amount of interest-bearing liabilities at a loan interest rate of 3.70% (calculated
with reference to the interest expense of the Company in 2022/the average
interest-bearing liabilities at the end of 2021 and 2022), the P/E of the Target
Company will fall to 16.39x, which is within the valuation range of comparable
transactions in the same industry; the P/E in 2021 will fall to 13.53x, which is
between the median value and average of the P/E of the comparable transactions
in the same industry.
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(I1I)

Listed companies

China Merchants
Expressway (0019
liangsu Expressway
(600377.5H)
Shandong High-speed
(600330.5H)
Shenzhen Expressway
(600348.5H)

Valuation of comparable companies in the same industry

According to the industry classification of Shenyin & Wanguo Industry Class
(2021), there are a total of 21 listed companies in the expressway industry in the
transportation and logistics sub-sector. Among them: (1) the revenue of CEVIA
ENVIRO (000885.SZ), Xiandai Touzi (000900.SZ), Dongguan Holdings (000828.
SZ), and Chongqing Road and Bridge (600106.SH) is not mainly from expressway
toll income and is therefore excluded; (2) Guangdong Expressway B (200429.
SZ) reflects the valuation of B shares of Guangdong Provincial Expressway
Development Co., Ltd.. Considering that the valuation and liquidity of the B-share
market differ from that of the A-share market and Guangdong Expressway A
(000429.SZ7) is already included in the comparison, Guangdong Expressway B
(200429.S7) is therefore excluded.

The valuation of the remaining 16 listed companies in the same industry is as

follows:
02 02
Net profit ~ Net assets Net profit ~ Net assets
attributable  attributable aftributable  attributable
fo to fo fo
shareholders shareholders shareholders shareholders
of the of the of the of the
Market Enterprise parent  parent  EV/ parent  parent  EV/
value  value EBITDA  company  company EBITDA PE PB EBITDA  company company EBITDA PE P
(RMBIOD (RMBIO0 (RMBIOD  (RMBID  (RMBIOV (RMBIOD - (RMBIO0 (RMBIOD
million)  million)  million) — million)  million) millon) — million) — million)

5S2) 48005 84576 40469 o1 6053 2078 988 019 481 973 B0 1734 965 08

41410 77041 60.12 24 3940 1281 1112130 650 49 3030 185 991 1y

7467 88822 8619 B35 39637 10310 962 069 9066 05 9% 980 900 074

19583 50883 4579 014 2346 ILIT 97 092 3346 2006 4639 931 731 079

Guangdong Expressway A

(000429.52)
Anhui Expressway
(600012.5H)

10350 23893 31 VAl 9076 719 1280 180 4388 17.00 98 54 92 18

124 1890 3013 445 11925 621 839 L0 31D 514 11389 607 801 106

Sichuan Chengyu (601107,

SH)
Fujian Expressway
(600033.H)

11621 30970 17 760 17806 1303 135 065 2795 1869 17365 1108 622 067

7959 %% 209 840 1078 444 947 04 N8 829 10471 393 960 076
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a2

EV/

company EBITDA

19.89

440

2316
216
1.3
10.71
440
9.4

PE

133

10

415

9.98

VA
£
18.58
10.55

101
1879

2021
Net profit ~ Net assets
attributable  attributable
to to
shareholders shareholders
of the of the
parent  parent
P8 EBITDA  company
(RMBIOD  (RMBIO0  (RMBi0D
million)  million) — million)
175 1413 406 41.03
047 33 §9 162.89
053 364 14 12351
073 1962 140 69.98
074 1001 102 33
093 173 .68 4502
088 84l 318 41.10
141 13l 032 18.36
180 Maximum value
096 Average value
0.84 Median value
047 Minimum value
1.5 Target Company

EVI

company EBITDA

10.54

146

1345

469

2034
034
1
9.60
393
§.3

PE

19.55

§.87

§.95

131

6.3

25,05

1234

50.70

50.70

1302

930

6.3
1387

P/B

049
0.4
0.78
0.79
0.94
096
143
193
099
0.81

049
154

Market value = closing price of A-shares of the listed company as of December 31, 2022

* total share capital; enterprise value = market value + interest bearing liabilities as of

Net profit ~ Net assets
attributable  attributable
fo o
shareholders  shareholders
of the of the
Market Enterprise parent  parent
Listed companies value  value EBITDA  company
(RMBIO0 (RMBIO0 (RMBIO0 (RMBIOD  (RMBIOD
million)  million) — million) — million)  million)
Shanxi Road & Bridge
(000755.52) 7938 14890 1340 438 4540
Ganyue Expressway
(600269.5H) 017 16132 2845 696 16830
Zhongyuan Expressway
(600020.H) 0052 40125 2400 140 12593
Chutian Expressway
(600035.5H) 458 13098 1941 123 1490
Wuzhou Communications
(600368.5H) Q23 T In 5.8 510
Heilongjiang Transport
(601188.5H) QI a2 1.3 4507
Jilin Expressway (601518.
SH) 3930 943 89 394 U
Hunan Investment (000348,
§7) 030 067 13 035 1861
Maximum value
Average value
Median value
Minimum value
Target Company
Source: Wind Information
Note 1:
December 31, 2022
Note 2:

EV/EBITDA = enterprise value/EBITDA; P/E = market value/net profit attributable

to shareholders of the parent company; P/B = market value/net assets attributable to

shareholders of the parent company
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Based on the above table, if calculated based on the upper limit of the estimated
price of this transaction being RMB4 billion, the EV/EBITDA of the Target
Company in 2022 is between the minimum and median values of comparable
companies in the same industry, the P/E is basically equivalent to the average
level of comparable companies in the same industry, and the P/B is within the
valuation range of comparable companies in the same industry; the EV/EBITDA
of the Target Company in 2021 is still between the minimum and median values
of comparable companies in the same industry, and the P/E and P/B are within the
valuation range of comparable companies in the same industry.

If it is assumed that the Target Company increases its asset-liability ratio to be in
line with that of the Company as of the end of 2022 (i.e. 36.61%) by increasing
a certain amount of interest-bearing liabilities at a loan interest rate of 3.70%
(calculated with reference to the interest expense of Anhui Expressway in 2022/
the average interest-bearing liabilities at the end of 2021 and 2022), the P/E of
the Target Company will fall to 16.39x, which is between the median value and
average of comparable companies in the same industry; the P/E in 2021 will fall to
13.53x, which is within the valuation range of comparable companies in the same
industry.

In general, the upper limit of the estimated price of the Target Company being
RMB4 billion is reasonable given that the corresponding valuation indicators such
as the EV/EBITDA, P/E and P/B are all within the valuation range of comparable
companies and comparable transactions in the same industry, and the EV/EBITDA
that may better reflect its profitability is between the minimum and average of
comparable companies and comparable transactions in the same industry, which is
reasonable.
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II. Profitability, asset-liability ratio, and remaining toll collection period

of other expressway assets within the Company

@

Profitability

In 2021 and 2022, the gross profit margin of other expressway assets within the
Company is as follows:

Revenue  Cost of sales  Gross profit Revenue  Cost of sales ~ Gross profit
in 2022 in2022 margin in 2022 in 2021 in 2021 margin in 2021
(RMBO,000)  (RMBO,000) (RMBO,000)  (RMB0.000)
Hening Expressway 117,919.59 46,425.40 60.03%  118,224.95 46,084.43 61.02%
Gaojie Expressway 91,020.32 18,976.89 79.15% §7,792.60 19,671.19 71.59%
Lianhuo Expressway 24.881.40 12,718.91 48.88% 25,464.10 14,997.90 41.10%
Ninghuai Expressway
Tianchang Section 11,197.13 4,829.09 56.87% 11,344.59 5,03.72 55.45%
New Tianchang Section of
National Trunk 205 6,817.39 381749 44.00% 6,121.98 4,200.02 31.39%
Xuanguang Expressway 52,847.89 14,083.15 73.35% 65,691.52 14,266.61 78.28%
Guangci Expressway 11,555.73 2,13381 §1.53% 13,762.77 1,895.15 §6.23%
Ningxuanhang Expressway 9,955.31 27485.35 -176.09% 11,088.64 26,104.40 -135.42%
Anging Yangtze River
Expressway Bridge 32,699.77 6,374.23 §0.51% 34,099.41 5,952.86 §2.54%
Yuewu Expressway 13,097.77 14,433.53 -10.20% 13,010.93 16,303.84 -29.15%
Total’ 37199229 151,277.86 5933%  386,60148  155,030.11 59.90%
Liuwu Expressway 52415.16 22,466.91 57.14% 55,998.19 20,760.75 62.93%

Source: Announcements from the Company

Note: The overall gross profit margin of Anhui Expressway’s expressway business = 1- the sum
of the cost of sales of each expressway in the current year/the sum of the revenue of each
expressway in the current year
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According to the above table, there is a significant difference in gross profit
margin among different expressway assets within the Company. The overall
gross profit margin of the Company’s expressway business in 2021 and 2022
was 59.90% and 59.33%, respectively. Based on the unaudited financial data of
the Target Company, the gross profit margin of the Target Company in 2021 and
2022 was 62.93% and 57.14%, respectively, which is higher than that of Lianhuo
Expressway, New Tianchang Section of National Trunk 205, Ningxuanhang
Expressway, and Yuewu Expressway, and lower than that of Gaojie Expressway,
Xuanguang Expressway, Guangci Expressway, and Anqing Yangtze River
Expressway Bridge. It is basically equivalent to the overall gross profit level of
Hening Expressway, Ninghuai Expressway Tianchang Section, and the Company’s
expressway business.

Considering that it is difficult to allocate the Company’s other expenses and
expenditures to each expressway item in practice, a further comparative analysis
between the overall profitability indicators of the Company and the Target
Company is conducted as follows:

Target Company Anhui Expressway

Item 2022 2021 2022 2021
Gross profit margin 57.14% 62.93% 59.42% 59.69%
Operating profit margin 54.16% 60.31% 52.15% 54.05%
EBITDA margin 82.60% 86.84% 79.58% 79.44%
Net profit margin 40.61% 45.01% 38.14% 38.62%
Return on total assets 8.21% 9.56% 6.78% 7.60%

Note 1: Gross profit margin = 1 — cost of sales/revenue; operating profit margin = operating
profit/revenue; EBITDA margin = EBITDA/revenue; net profit margin = net profit
attributable to shareholders of the parent company/revenue; return on total assets = net
profit attributable to shareholders of the parent company/total assets as at the end of the
year.

Note 2: The construction period income/cost of the Xuanguang Expressway expansion project
has been excluded from the calculation of the gross profit margin and operating profit
margin of Anhui Expressway in 2022.

Note 3: Considering the difference in asset-liability ratio between the Target Company and the

Company, the comparability of the return on equity may be lower. Therefore, the return
on net assets is not used for comparative analysis of profitability.
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The Company is an enterprise group with certain headquarter management costs
and expenditures, and is also involved in a small number of other businesses and
external investments outside of its main business of expressways. The Target
Company, on the other hand, focuses on the operation and management of the
Target Company and its related ancillary facilities, and its management structure
is relatively simple and direct. Therefore, the profitability indicators such as
operating profit margin, EBITDA margin, net profit margin, and return on total
assets of the Target Company are better than the overall level of the Company,
reflecting the good profitability of the Target Company.

Asset-liability ratio

As of 31 December 2022, the total liabilities of the Company amounted to
approximately RMB7.799 billion, and the asset-liability ratio was 36.61%.
The interest-bearing liabilities amounted to approximately RMB6.776 billion,
accounting for approximately 31.81% of the total assets. The Target Company
did not have any interest-bearing liabilities, and there is a significant difference
between the two companies in terms of asset-liability ratio and the proportion of
interest-bearing liabilities.

Generally speaking, with other influencing factors remaining consistent, the
differences in the capital structure of an enterprise are often reflected in various
aspects including interest-bearing liabilities, finance costs, and debt repayment
risk, which in turn have an impact on its equity value and the corresponding
valuation indicators. Taking the Target Company as an example, if the Target
Company incurs a certain amount of interest-bearing liabilities, although the
increase in financial expenses will result in a slight decrease in net profit, the
decline in equity value after deducting interest-bearing liabilities will be more
significant, resulting in a significant decrease in P/E ratio corresponding to the
valuation of the Target Company.
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Assuming that the Target Company incurs a certain amount of interest-bearing
liabilities at an interest rate of 3.70% (calculated based on the average of
interest expenses and interest-bearing liabilities at the end of 2021 and 2022 of
the Company), and based on the estimated price cap of RMB4 billion without
leverage, the impact on the valuation indicators of the Target Company is as
follows:

Scale of interest-bearing liabilities

(RMB 100 million) 0 5 10
Equity value (RMB100 million) 40 35 30
Asset-liability ratio 0.37% 19.66% 38.95%

2022 9.24 9.24 9.24

EV/EBITDA 2021 8.23 8.23 8.23
. 2022 18.79 17.59 16.21

P/E ratio 2021 15.87 14.70 13.38
, 2022 1.55 1.68 1.90

P/B ratio 2021 1.54 1.67 1.87

Note 1: Assuming the equity value after considering interest-bearing liabilities = estimated price
without leverage — scale of interest-bearing liabilities

Note 2: The above calculation takes into account the tax offset effect of interest on interest-
bearing liabilities at a tax rate of 25%

Note 3: The Target Company’s asset-liability ratio is calculated based on the simulated unaudited
financial data for 2022

According to the table above, the change in the Target Company’s asset-liability
ratio is not expected to affect its EV/EBITDA. However, if the scale of the Target
Company’s interest-bearing liabilities increases, the P/E ratio corresponding to
the estimated price cap of RMB4 billion will decrease accordingly. While its P/
B ratio may increase to some extent, it still remains within the valuation range
of comparable companies and transactions in the same industry as previously
mentioned.

Therefore, as the Target Company currently does not have any interest-bearing
liabilities and its financial leverage has not been fully utilized, the difference in
asset-liability ratio between the Target Company and the Company objectively
leads to a certain degree of higher P/E ratio for the Target Company than the
overall valuation level, which is reasonable.
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(III) Remaining toll collection period

Generally speaking, the valuation level of expressway companies gradually
decreases as operating time increases and the remaining toll collection period
decreases. Therefore, the valuation analysis of expressway assets should also be
linked to their toll collection period.

As of 31 March 2023, the remaining toll collection periods approved for other
expressways within the Company are as follows:

Remaining toll collection period

(year)

Hening Expressway! 8.38

Gaojie Expressway 6.51

Lianhuo Expressway 9.26

Ninghuai Expressway 9.22
Tianchang Section

New Tianchang Section of 3.76
National Trunk 205

Xuanguang Expressway 5.32

Guangci Expressway 6.31

Ningxuanhang Expressway Xuanning Section,

Ningqgian Section and Lixuan

Section ranged from 20.45 to 24.76 years,

respectively

Anqging Yangtze River 10.75
Expressway Bridge

Yuewu Expressway 22.77

Note: The reconstruction and expansion of Hening Expressway was opened to traffic in December
2019, the concession period granted was tentatively set as 5 years from the expiration date
of the original toll collection period for Hening Expressway (15 August 2026)

Based on the table above, the Company’s main road assets have gradually entered
a mature stage. Although the Company has extended the toll collection period
of some sections through expansion and renovation, it still faces the problem of
decreasing toll collection periods year by year. As of 31 March 2023, except for
Ningxuanhang Expressway and Yuewu Expressway, the remaining toll collection
periods approved for other expressway assets within the Company are relatively
short. The remaining toll collection periods for the Gaojie Expressway, Xuanguang
Expressway, Guangci Expressway and Anqing Yangtze River Expressway Bridge,
which have a higher gross profit margin, are 6.51 years, 5.32 years, 6.31 years
and 10.75 years, respectively. In contrast, the remaining toll collection period for
the Target Company is approximately 16.75 years, significantly longer than the
approved remaining toll collection period of other major road assets within the
Company.
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The longer remaining toll collection period of the Target Company objectively
means that it is able to generate income, profit, and cash flow for a longer period
of time, which may result in its valuation multiple corresponding to current
static financial indicators being somewhat higher than the overall situation of the
Company.

In summary, the Target Company’s gross profit margin level is basically
comparable to the overall gross profit margin of the Company’s expressway
business. Other profit indicators such as operating profit margin, EBITDA margin,
net profit margin, and return on total assets are better than those of the Company.
Moreover, considering that the Target Company’s asset-liability ratio is relatively
low and its financial leverage has not been fully utilized, and that the toll
collection period of the Target Company is significantly longer than the approved
remaining toll collection period of other major road assets within the Company, it
objectively brings more long-term income, profit, and cash flow, which makes the
Target Company’s valuation indicators somewhat higher than the overall level of
the Company, which is reasonable.

II1. Basis and rationality of the estimated value of the Target Company

As of the date of the Reply Report Announcement, the audit and valuation work of the
Target Company has not been completed, and the evaluated value of the Target Asset
and the consideration have not been determined. The estimated price of the transaction
is determined through negotiation between the Company and the counterparty based on
the asset situation and historical operating conditions of the Target Company, reference
to the valuation of comparable companies and transactions in the same industry, and
the comparison of asset-liability ratio, profitability, and remaining toll collection period
between the Target Company and the Company.

The final consideration of the Target Asset will be based on the appraised value stated
in the Asset Valuation Report issued by the qualified asset appraisal agency that
complies with relevant laws and regulations and has been approved or filed by the
state-owned assets supervision and administration authority or its authorized agency,
and determined through negotiation between the Company and the counterparty. If
the valuation result of the income approach is finally used as the pricing basis for the
Target Company of the Reorganisation, the Company will sign relevant agreements
with the counterparty on performance commitment, compensation, impairment testing
and other matters in accordance with the relevant requirements of the Measures for the
Reorganisations.

— 38 —



As the audit and valuation work of the Target Company has not been completed, the
unaudited financial data and preliminary estimated pricing of the Target Company
in the Reply Report Announcement may be adjusted based on the further progress of
the audit and valuation work and may differ from the audited financial data or final
consideration. Investors are advised to pay attention to the relevant risks. The audited
financial data, valuation results and final consideration of the Target Company will be
disclosed in the Reorganisation Report.

The Company has made supplementary disclosures in “Section VI. Estimation and
Pricing of the Target Company” of the Reorganisation Proposal regarding the valuation
of comparable transactions and comparable companies in the same industry, the
comparison of the profitability, asset-liability ratio and remaining toll collection period
of Liuwu Expressway and other expressway assets within the Company, as well as the
basis of the estimated value of Liuwu Expressway and its reasonableness.

Question 2: According to the official website of the controlling shareholder Anhui
Transportation Holding Group, Anhui Transportation Holding Group currently
operates 4,961 kilometers of expressways, accounting for 91% of the province, and has
over 1,140 kilometers of expressways under construction. The Company has previously
acquired in cash the 100% equity interests and related debt of Anhui Anqing Yangtze
River Expressway Bridge Limited Liability Company (Z®8ZERIABABEREME
A 7)), as well as two road assets, Anqing Yangtze River Expressway Bridge and Anhui
Section of Yuewu Expressway under Bridge Company (X852 F]) from the controlling
shareholder. Please supplement and disclose the current status of the controlling
shareholder’s expressway assets and explain whether the transaction is beneficial for
the Company to reduce related-party transactions, avoid horizontal competition, and
enhance independence.

Response:

I. Current status of Anhui Transportation Holding Group’s expressway
assets

As of 31 March 2023, apart from the expressway assets held through the Company and
its holding subsidiaries, the major expressway assets held by Anhui Transportation
Holding Group and its holding subsidiaries are set out in the table below:

Date of
Name of Origin commencing Proportion
Operators expressways destination operation of interests
Anhui Transportation Haochaowu Expressway Wuhu-Hefei 2005 100%
Holding Group Jiefubeng Expressway ~ Huaiyuan-Jieshou 2004 100%
He’an Expressway Hefei-Anging 2002 100%
Wuxuan Expressway Wuhu-Xuancheng 2003 100%
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Operators

Name of
expressways

Hexu North Expressway

Anqing Bridge
Connection Line

Lutong Expressway

Mawu Expressway

Tongling Branch Line

Tonghuang Tongtang
Section

Tonghuang Tongtun
Section

Heiluye Expressway

Hehuaifu Expressway

Anjing Expressway

Huangtatao Expressway

Fuzhou Expressway
Liugian Expressway
Sixu Suzhou Section
Sixu Bozhou Section
Jihuang Expressway
Zhouliu Expressway
Sixu Huaibei Section
Maanshan East Ring
Expressway
Banghuai Expressway
Xingiao Airport
Expressway
Fuxin Expressway
Maanshan Bridge
Xuming Expressway
Jigidangshan Section
Jigiyongli Section
Dongjiu Anhui Section

Tongnanxuan
Expressway
Chuma Expressway
Wangdong Yangtze
River Bridge
Jigilihuai Section
Jigihuaihe Section

Origin
destination

Bengbu-Xuzhou

Lujiang-Tongling
Maanshan-Wuhu

Tongling-Tangkou
Tangkou-Tunxi

Feixi-Yeji
Hefei-Fuyang
Anging-Jingde Town
Hongli-Taolin
Fuyang-Zhouji
Liu’an-Qianshan
Zhangdian-Niuji
Zhenglou-Guolou
Jixi-Jingde
Zhouji-Liu’an
Gurao-Suixi
Geyang-Yushan Road

Bengbu-Huainan
Gaoliu-Nanguang

Fuyang-Linquan
Lingbi-Mingguang
Shanxian-Yongcheng
Yongcheng-Lixin
Dongzhi Pangcun-
Yingshanjian
Tongling-Nanling-
Xuancheng
Chuzhou-Maanshan

Lixin-Huainan
Huainan-Hefei
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Date of
commencing
operation

2003
2004

2005
2005
2007
2007

2008

2007
2007
2008
2008
2009
2009
2010
2011
2011
2011
2012
2012

2012
2012

2013
2013
2014
2015
2015
2015

2015

2015
2016

2016
2016

Proportion
of interests

100%
100%

100%
100%
100%
100%

100%

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%
100%

100%
100%
100%
100%
100%
100%

100%

100%
100%

100%
100%



Date of

Name of Origin commencing Proportion
Operators expressways destination operation of interests
Sixu Sixian Section Xiaoliangxiang- 2017 100%
Beidapengzhuang
Chaowu Expressway Lintou-Hetian 2017 100%
Wuhu Second Bridge ~ Shijian-Eshan 2017 100%
Chuhuai Expressway Huangnigang- 2018 100%
Chuding Section Cangzhen
Chuhuai Expressway Cangzhen-Luotang 2018 100%
Dingchang Section
Guangning Expressway  Shijie-Helixi 2018 100%
Chizhou Yangtze River Huigong-Yinjiahui 2019 100%
Bridge
Chuzhou West Ring Nangiao- Quanjiao 2020 100%
Expressway
Gubeng Expressway Guzhen -Huaishang 2021 100%
Chigi Expressway Guichi -Shitai 2021 100%
Wuhuang Expressway ~ Fanchang - 2021 100%
Huangshan
Chutian Expressway Chuzhou-Tianchang 2022 100%
Anhui Transportation Yanjiang Expressway ~ Chizhou-Anqing 2006 51%*
Yanjiang Expressway Wuhu-Tongling 2007 51%
Public Offering REITs Tongling-Chizhou 2008 51%
Anhui Anlian Expressway Huxu South Expressway Hefei-Bengbu 2001 98.86%
Co., Ltd. Huangqi Expressway Huangshan-Yimeng 2013 98.86%
Anhui Wuyan Expressway Wuyan Expressway Wuhu-Yanchi 2012 70%
Co., Ltd.
Anhui Machao Machao Expressway Hexian-Hanshan 2013 51%
Expressway Co., Ltd.
Anhui Yangji Expressway Ningji Expressway Ningguo-Jixi 2014 90%
Co., Ltd.
Anhui Wanggian Wangdong Bridge North — 2015 60%
Expressway Co., Ltd. Connection Line
Anhui Liguang Liguang Expressway Liyang-Guangde 2016 80%
Expressway Co., Ltd. Anhui Section
Target Company Liuwu Expressway Huogiu-Jinzhai 2009 100%
Anhui Yuehuang Anging Branch Line Anging-Anging 2022 100%
Expressway Co., Ltd. ~ Huanggian Expressway —Huangshan- 2022 100%
Huangshan
Anhui Hezong Hezong Expressway Hefei-Zongyang 2022 50.98%

Expressway Co., Ltd.

Note: The equity ratio of Anhui Transportation Yanjiang Expressway Public Offering REITs is the direct
shareholding ratio of Anhui Transportation Holding Group
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The locations of the road assets held by the Company and Anhui Transportation Holding
Group are indicated in the following diagram (for illustration purposes only):
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II.

In addition, as expressways are operated as a network, the Company provides entrusted
management services to Anhui Transportation Holding Group and its controlling
subsidiaries for the operation of their expressway sections, including asset maintenance,
toll collection and inspection management, service management, maintenance
management, and electromechanical and information management. Prior to the
transaction, the Liuwu Expressway was also within the scope of the road assets under
the aforementioned entrusted management by the Company for Anhui Transportation
Holding Group.

Explanation on whether the transaction is beneficial for the Company
to reduce related-party transactions, avoid industry competition, and
enhance independence

(I) Whether the transaction is beneficial for the Company to reduce related party

transactions:

Before the transaction, the Company and the Target Company mainly engaged in
related party transactions with its controlling shareholder, Anhui Transportation
Holding Group and other affiliated enterprises controlled by it. Specifically, in
terms of related procurement, the Company and the Target Company mainly
purchased services such as construction testing, research and design service,
maintenance engineering management service, engineering construction
management service, and toll settlement service from related parties. In terms of
related sales, the Company mainly provided entrusted expressway management
services to its related parties, and the Target Company had no related sales.

After the transaction, the Target Company will become a wholly-owned subsidiary
of the Company, and the controlling shareholder of the Company and the Target
Company will still be Anhui Transportation Holding Group. The original related
party transactions of the Target Company will be included in the consolidated
financial statements of the Company and become related party transactions of the
Company.
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Before and after the completion of the transaction, the specific amounts and
proportions of related party transactions of the Company are as follows:

2022

After

Before transactions

Item transactions (pro forma)
Related sales (RMB0’000) 1,121.70 1,121.70
Operating revenue (RMB0’000) 520,636.64 573,051.80
Proportion in operating revenue 0.22% 0.20%
Related procurement (RMB0’000) 28,331.55 31,280.20
Operating cost (RMB0’000) 295,490.81 318,127.41
Proportion in operating cost 9.59% 9.83%

Note: As at the date of the Reply Report Announcement, the audit work of the Target Company
has not been completed. Except for the financial data before the 2022 transactions, all other
data has not been audited

Upon completion of the transaction, the proportion of related sales to operating
revenue of the Company in 2022 decreased by 0.02% as compared with that
before the transaction, the proportion of related procurement to operating costs
increased by 0.24% as compared with that before the transaction. The above
related procurement mainly includes necessary services such as construction
inspection, design, maintenance, engineering, and road network operation required
for the operation of expressways by the Company and the Target Company. The
transactions between the Company and the Target Company are mainly due to
their respective operational needs. Listed companies in the same industry, such as
Shanxi Road and Bridge, Chutian Expressway, etc., all have the same or similar
related party transactions. Among the aforesaid related procurement, the prices of
engineering procurement transactions are mainly determined through the bidding
results; the procurement prices of road network operation services are determined
in accordance with the Toll Model of Anhui Province Networked Toll Collection
Road Network Operation Service Fee* (% T A vic & % 48 488 17 M 495 22 i X
1:3)) adopted by the Management Committee of Anhui Provincial Expressway
Network Toll Collection; the pricing of other types of procurement follows the
principle of fairness and reasonableness, and is determined on the basis of fair
market rate. Therefore, it is reasonable and necessary to a certain extent for the
Company to engage in transactions with relevant entities, and the pricing of
related party transactions is fair.
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Upon completion of the transaction, the Company will try its best to avoid
and reduce related party transactions with its controlling shareholder and other
enterprises under its control. For necessary related party transactions, the
Company will strictly comply with the Listing Rules of the Shanghai Stock
Exchange, the Articles of Association, and the relevant systems of related party
transactions, fulfill corresponding decision-making procedures in accordance with
the law, ensure that the prices of related party transactions are fair and reasonable,
and fulfill information disclosure obligations in a timely manner.

In summary, according to the unaudited pro forma financial statements, after
the implementation of the transaction, the percentage of related sales of the
Company will be reduced, and the listed company will cease to collect entrusted
management fees of Liuwu Expressway from Anhui Transportation Holding Group
in the future, which is conducive to the reduction of related party transactions
of the Company; although the transaction has increased the proportion of related
procurement of the Company to a certain extent, it is reasonable and necessary
and in line with the industry practice. The Company will formulate measures to
regulate and reduce related party transactions to ensure that subsequent related
party transactions meet the requirements of reasonableness, necessity and fairness.
Therefore, the transaction is beneficial for the Company to reduce related party
transactions.

Whether the transaction is beneficial to the Company in avoiding horizontal

competition

The expressways have obvious regional and directional characteristics. When
choosing the expressways to drive on, only similar grade highways with the
same or similar starting and ending points, and almost parallel within a relatively
short distance, will have substantial horizontal competition. The same or similar
identification criteria have also been adopted by listed companies in the same
industry, such as Guangdong Expressway A, Shanxi Road and Bridge, Sichuan
Road and Bridge, and Shandong Expressway.

Prior to the transaction, none of expressways held by Anhui Transportation
Holding Group and its holding subsidiaries (other than Wantong Expressway and
its holding subsidiaries) had the same or similar starting and ending points as
those held by the Company and its holding subsidiaries, and were almost parallel
within a relatively short distance to each other. Therefore, before the transaction,
there was no substantial horizontal competition between the Company and Anhui
Transportation Holding Group. At the same time, considering that the Company
provides entrusted management services for the operating section of Anhui
Transportation Holding Group and its holding subsidiaries, to a certain extent, it
can avoid the horizontal competition between the Company and the controlling
shareholder.
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Although the starting and ending points are not exactly the same and are far apart,
Liuwu Expressway (i.e. the target of the transaction) and Yuewu Expressway and
Gaojie Expressway already held by the Company all serve to a certain extent the
vehicles from Wuhan, Hubei to Shanghai, Nanjing and other places via Anhui
Province, there is a certain degree of similarity in the direction of the routes.

After the transaction, the Company will own all the interests in Liuwu
Expressway, Yuewu Expressway and Gaojie Expressway, and the Company
will hold all three provincial expressways leading to Hubei from the central
and southern parts of Anhui Province, forming a more significant road network
effect, which is conducive to further avoiding horizontal competition between the
Company and its controlling shareholder.

(IIT) Whether the transaction is beneficial to the Company in enhancing its

independence

Prior to the transaction, the Company had established a standardised operating
system in accordance with the relevant laws and regulations and was independent
from the controlling shareholders, the de facto controllers and their related parties
in terms of business, assets, finance, personnel and institutions.

Upon completion of the transaction, the controlling shareholder of the Company
will remain to be Anhui Transportation Holding Group and the de facto controller
will remain to be Anhui State-owned Assets Supervision and Administration
Commission, and the transaction will not result in any changes in the controlling
shareholders and de facto controllers of the Company. The Company will continue
to maintain its independence in terms of business, assets, finance, personnel
and institutions, in compliance with the relevant regulations of the CSRC on the
independence of listed companies.

In summary, the transaction is beneficial to the Company in reducing related party
transactions, avoiding horizontal competition and enhancing independence.

The Company has made supplementary disclosures in “Section VIII. Other
Significant Matters” of the Reorganisation Proposal regarding the expressway
assets of Anhui Transportation Holding Group and whether the transaction is
beneficial to the Company to reduce related party transactions, avoid horizontal

competition and enhance independence.

Announcement is hereby made.

The Board of Anhui Expressway Company Limited

16 May 2023
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