








Executive Management's Report

The Company first joined the program in 2003 with
an aim to support the human resources development
of the community by providing the university interns
with real life work experience. It was the sixth year
that the Company continued to participate in the
program. This year, eight students from City University
of Hong Kong, the University of Hong Kong, Hong
Kong University SPACE, the Hong Kong Community
College of Hong Kong Polytechnic University and
The Chartered Institute of Logistics and Transport
worked in various departments of the Company.

Student Internship Program

Social Care Activities

The Company actively supports two major areas of
social care initiatives - charitable donations and
community services. For example, donation given
to Sichuan Earthquake relief program, Community
Chest Dress Special Day, Oxfam Rice Charity Sales,
Obris Pin Day, etc. Apart from the above social care
activities, the Company also cares for the environment
and participated in the Rechargeable Battery Recycling
Program organized by Environmental Protection
Department to bring staff awareness of environmental
protection.

Each year, one of the charitable organizations was
invited to join our Children Christmas Fun Day
originally intended for the kids of the Company's staff
members. This year, 20 children from the Children
and Family Services Centre of Hong Kong Society for
the Protection of Children (HKSPC) shared an
enjoyable afternoon with the staff of WHTCL together.
To show its appreciation, the HKSPC presented a
souvenir flag on the Fun Day.

Corporate Sponsorships

The Company also showed its care towards the society
by giving supports to various organizations and events
such as the 12t International Conference of Hong
Kong Society for Transportation Studies, Hong Kong
St. John Ambulance, etc. To help conveying positive
messages to the public, the Company also offered
billboard sponsorships, arrangement of leaflet
distribution and placement of donation boxes. The
beneficiaries included Po Leung Kuk, World
Emergency Relief Hong Kong, etc.
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ally friendly enterprise,
on greening the WHC area
1sumption to protect our

Environmental Greening

Within the tunnel area, WHTCL spends plenty of
resources on growing wide varieties of trees and
plants. Suitable evergreen species were selected to
keep the plantation blossom round the year. The
Company had also established a close connection
with the Leisure and Cultural Services Department
so that the landscape could be properly managed.
In addition to the provision of a green environment,
the plantation also provided beautiful scenery to
motorists and the public.

Blooming Trees along Service Loop Road

Energy Saving

The Company carried out overhaul maintenance as
well as installed Intelligent Energy Saving Controller
for Chiller System in the administration building this
year to take a further step for the support of
environmental protection and energy saving.

N
FHELLERS  TEMIMERATURE
CONTROL CABINET

g

Intelligent Energy Saving Controller for Chiller
System
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Operational Review

Quality Control Systems

Operations Department had accredited 1ISO 9001:2000 certification for more than one year. According to the
regulation of accreditation, WHTCL should pass through the annual audit conducted by a third-party auditor to
ensure the maintenance and improvement of its quality management system. Ultimately, an outstanding
performance was awarded under this surveillance audit. In fact, passing through the audit assured not only our
quality management system, but also our new implemented Performance Control System and Circulatary
Management System. Our efforts on contribution and establishment for high quality management system and
the maturity of Quality Service Culture had been complimented.

To keep in pace with the spirit and intent of ISO 9001:2000, the Company would continuously assess and enhance
the quality of its services so as to achieve our service commitments and targets, and be the leading tunnel operator
in Hong Kong.

FEQ
BUREAL VERITAS

Caifaation

Operations and Traffic Control

Bylaw Infringements

3,000
2,500 2463
2,003
2,000 @ —
0 1,759
? .
5 1,500 "
o 1,216
1,000
534
500 . 499 |
143 190
i | , X X 4 7 X 8 18 \ 15 73 \
Evasions of Toll ~ Evasions of Toll Speeding Conveyance of  Crossing Double Others Total
(Manual) (Autotoll) * Insecure Loads White Lines
Remarks:
* Total no. of Evasion (Autotoll) record was 6,678 in 2006/2007. . 2006/2007 2007/2008

Total no. of Evasion (Autotoll) record was 6,055 in 2007/2008.
A up to 31 July 2007, 139 cases were settled.
@ up to 31 July 2007, 1,063 cases were settled.
# Provisional figures
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Vehicles Breakdown
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Causes of Breakdown
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Flat Tyres Mechanical Faults Fuel Shortages Others Total
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Traffic Accident
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90
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Cases
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30 —
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0 0

Fatal Accident Person Injuries Damages Only * Total

Remarks:

* Including 64 cases of damages to tunnel properties in 2006/2007, others (9 cases) were related to the damages . 2006/2007 2007/2008
of involved vehicles only.
Including 43 cases of damages to tunnel properties in 2007/2008, others (19 cases) were related to the damages
of involved vehicles only.
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Cases

Cases

Cases

Vehicles Prohibited from Using the Tunnel
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Axle Weighers * Over Height and Over Width Others Total
Vehicles
Remarks:
* Total no. of inspected axle weighers is 198 cases in 2006/2007. . 2006/2007 2007/2008
Total no. of inspected axle weighers is 240 cases in 2007/2008.
Number of Escort Vehicles
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Work Injuries

6
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Operations Department

Engineering Department Other Departments Total

. 2006/2007 2007/2008
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Traffic Improvement Highlights

Hong Kong
Connaught Road Central Flyover

The solid-cum double white lines between the
nearside and middle lanes of Connaught Road Central
Flyover eastbound before Man Po Street was shortened
to increase the weaving length at the captioned
section and allow the traffic from the WHC egress
merging into Connaught Road West Flyover eastbound
since July 2008.

Cut-short of Solid-cum Double White Lines at Connaught Road
Central Flyover Eastbound

Central

The setback of buses lay-by outside Jardine House
at Connaught Road Central eastbound was completed
in July 2008, which provides an additional traffic
lane to the public.

Setback of Buses Lay-by outside Jardine House at Connaught
Road Central Eastbound

Gloucester Road Westbound Junction of Arsenal
Street

To provide an alternative route for WHC users to
bypass traffic congestion along Gloucester Road
during peak hours, an "Alternative Route to Kowloon
(W)" directional sign was erected in July 2008.

An “Alternative Route to Kowloon (W)” Directional Sign at
Gloucester Road Westbound

An “Alternative Route to Kowloon (W)” Directional Sign
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Kowloon

Traffic signal control system was installed at the
junction of Austin Road and Woosung Street in early
October 2007 to improve the traffic flow.

Installation of Traffic Signal Control System
at the Junction of Austin Road and
Woosung Street

A new cross-harbour taxi stand was introduced inside
China Hong Kong City in October 2007.

In view of partial opening of Route 8 (Shatin to
Cheung Sha Wan) in March 2008, some existing
gantry signs along Tolo Highway and Tai Po Road
(Shatin Section) were modified in March 2008 to
advise motorists from the Northern East New Territories
to travel to Kowloon (West) and Hong Kong Island
via Route 8.

Modification of Gantry Signs along Tolo Highway and Tai Po
Road (Shatin Section)

Modification of the traffic bollard at Waterloo Road
westbound arm was completed in September 2007.

Cross-harbour Taxi Stand inside China Hong Kong City

Modification of Traffic Bollard at Waterloo Road Westbound Arm
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Service Targets and Achievements

<

To provide excellence customer service, reliable, efficient and courteous

. 85% 96.09%
tunnel service.
To operate sufficient toll lanes to handle varying volumes of traffic efficiently:
e manual toll lanes 95% 96.46%
e autotoll lanes 95% 97.08%
To ensure an average handling time of no more than 10 seconds for vehicles using
10 sec. 5.6 sec.
manual toll lanes.
To ensure no more than 3 minutes for staff to arrive at the scene of an incident
e 3 mins 1.03 mins
occurred within the Tunnel area.
To ensure an average time of no more than 6 minutes for removing an
. - . A L 6 mins 4.32 mins
immobilised vehicle from the scene of an incident within the Tunnel area.
To inform tunnel users of an incident within the Tunnel area no more than
. . . 2 mins 0.28 mins
2 minutes after its occurrence through the re-broadcasting system.
To maintain a low traffic accident rate within the Tunnel area. 4.52 cases/
million veh.
To handle public enquiries (except toll evasion issue) immediately or within 7 days
o, o,
if they were to require investigation via our 24-hour Customer Service Hotline. S LA
To acknowledge receipt of letters, facsimiles or emails within 3 working days and
to provide written replies within 14 working days if they were to require 95% 98.3.%
investigation.
To maintain the highest serviceable level and availability of tunnel facilities. - Achieved
To minimize disruption to traffic flow when undertaking regular maintenance
s - Achieved
within the Tunnel area.
To maintain the air quality inside the Tunnel tubes during a 5-minute period an
average concentration level of carbon monoxide below 100 ppm, nitrogen dioxide - Achieved
below 1.0 ppm and visibility below an extinction coefficient of 0.0050 per meter.
To maintain the highest safety record. - Achieved
To provide a tidy, green and pleasant environment within the Tunnel area. - Achieved

3
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A ﬁ Market Review

Market Review

Market Summary

Traffic Throughput, Toll Revenue and
Market Share

A total of 17,907,610 vehicular journeys were
recorded during the year ended 31 July 2008. In
terms of vehicle per day, a 4% increase as compared
to the previous year was observed. Besides, there
was a 1% increase in market share, from 20% in
2006/2007 to 21% in 2007/2008. The increase in
the traffic throughput and the market share were
mainly caused by the overall improved economy and
the development of West Kowloon despite the fourth
toll increase with effect from 6 January 2008.

Traffic Mix by Vehicle Category

2007/2008 2006/2007
BUS BUS
14% 15%
(6,774 vpd) (6,869 vpd)

GV
1%
(5,418 vpd)

Total: 48,928 vpd

BUS - Double-decked Buses, Single-decked Buses and Light Buses

GV - Goods Vehicles
PC - Private Cars, Taxis, Motorcycles
vpd - Vehicles Per Day

GV
1%
(5,122 vpd)

Total: 46,984 vpd
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Market Review

Monthly Traffic Mix Since the Tunnel Opening on 30 April 1997

60,000

50,000 AW
40,000 1 Avw“‘v s 'n_kv e 3% 2K X 3 .

&\ : 4
'W'T"""rvv'v

30,000 1

Vehicles per day

20,000 z;,/

10,000
== S
L

0

~ ~ © «© @ (=2 (=2} (=2} o o o - - - o o o o« e el =+ = = wn w0 wn © © © ~ ~ ~ © © ©

> a < = a c > a4 < - = a4 < - = a4 < = a4 < - = 4 < - T 05

o [ © o [ © (] @ © o [y © o [} © (] (73 © o [ © o [} © (] @ © o [ © o Q © o =

= 2] - = 2] - = 12 - = 2] - = 2] = = 12 - = 2] - = 2] = = 12 - = 2] - = 2] - =
-
—o— PC BUS 4GV —><— Total Month - Year

Toll Revenue Distribution
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BUS - Double-decked Buses, Single-decked Buses and Light Buses
GV - Goods Vehicles

PC - Private Cars, Taxis, Motorcycles
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Market Review

Market Share by Tunnel

2007/2008 2006/2007

WHT

WHT
21%

20%

WHT - Western Harbour Tunnel
EHT - Eastern Harbour Tunnel
CHT - Cross Harbour Tunnel

Monthly Market Share Since the Tunnel Opening on 30 April 1997
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Market Review

Traffic Statistics

WHT's Toll and Traffic

(Since 6/1/2008)  (4/7/2004- (16/2/2003- (3/12/2000-  (1/5/1997-
5/1/2008) 3/7/2004) 15/2/2003) 2/12/2000)
Actual Toll Level before Specific Promotion ($)
Motorcycles $22 $22 $20 $20 $15
Private Cars $45 $40 $37 $35 $30
Taxis $40 $35 $35 $35 $30
Light Goods Vehicles $55 $55 $50 $50 $45
Medium Goods Vehicles $80 $80 $70 $70 $65
Heavy Goods Vehicles $110 $110 $100 $100 $95
Light Buses $55 $50 $47 $45 $40
Single-decked Buses $80 $70 $60 $50 $40
Double- decked Buses $115 $100 $85 $70 $55
Each Extra Axles (for GV only) $30 $30 $30 $30 $30
Year ended July 2008 2007 2006 2005 2004
Daily Traffic for WHT
Motorcycles 462 459 412 385 470
Private Cars 24,791 24,175 22,522 21,232 21,986
Taxis 11,483 10,359 8,522 7,044 6,007
PC sub-total 36,736 34,993 31,456 28,661 28,463
Light Goods Vehicles C 4391 4175 3886 3434 3,500
Medium Goods Vehicles 894 818 740 658 633
Heavy Goods Vehicles 133 129 96 77 46
GV sub-total 5,418 5,122 4,722 4,169 4,179
Light Buses C 2332 2393 2414 2414 2460
Single-decked Buses 1,258 1,282 1,221 1,128 1,069
Double- decked Buses 3,184 3,194 3,182 3,168 3,127
BUS sub-total o §,Z7ﬁl o §,§6€_3 o §,§1Z o E_>,7_1(_) o _6L6§6_
Total 48,928 46,984 42,995 39,540 39,298
Traffic Mix for WHT
PC 75.1% 74.5% 73.2% 72.5% 72.4%
GV 11.1% 10.9% 11.0% 10.5% 10.6%
BUS 13.8% 14.6% 15.8% 17.0% 17.0%

PC
GV

- Private Cars, Taxis, Motorcycles
- Goods Vehicles

BUS - Double-decked Buses, Single-decked Buses and Light Buses

35

Annual Report 2008



Market Review

Traffic Statistics (Continued)

Year ended July 2008 2007 2006 2005 2004

Daily Traffic for Total Cross Harbour Market
Motorcycles 7,931 8,201 7,976 8,398 8,433
Private Cars 102,405 101,475 99,797 105,019 108,760
Taxis 56,601 54,844 51,110 49,868 48,411
PC sub-total 166,937 164,520 158,883 163,285 165,604
Light Goods Vehicles 36128 36202 35041 36250 36058
Medium Goods Vehicles 7,253 7,075 6,912 6,904 6,829
Heavy Goods Vehicles 1,175 1,217 1,099 1,236 1,207
GV sub-total 44,556 44,584 43,952 44,399 44,094
Light Buses 6549 6797 6806 6786 6652
Single-decked Buses 5,824 5,936 5,849 5,564 5,221
Double-decked Buses 11,333 11,368 11,465 11,679 11,869
BUS sub-total _ _2_3,_70_6_ . 24_,191_ . _211,1_29 L E4LO%9_ . _23_,7_42_
Total 235,199 233,205 226,955 231,713 233,440

Market Shares for WHT by Vehicle Category
PC 22.0% 21.3% 19.8% 17.6% 17.2%
GV 12.2% 11.5% 10.7% 9.4% 9.5%
BUS 28.6% 28.5% 28.3% 27.9% 28.0%
Total 20.8% 20.1% 18.9% 17.1% 16.8%

PC - Private Cars, Taxis, Motorcycles

GV - Goods Vehicles

BUS - Double-decked Buses, Single-decked Buses and Light Buses
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Financial Information and Analysis

Net Revenue

"Net Revenue" in any year means the gross revenues (from whatever sources including, without limitation, any
compensation payable to the Franchisee after the Operating Date by the Government under the Project Agreement
or the Ordinance and any amounts payable after the Operating Date to the Franchisee in respect of any breach
of contract by any third party, but excluding Interest Income and any revenue of other receipt of a capital nature
which is received in respect of any act, event, omission or circumstance which occurred during the Construction
Period) of the Franchisee for that year, calculated on an accruals basis in accordance with the Franchisee's normal
accounting principles, less certain deductible Interest Expense (no interest is deducted with effect from second
bank refinancing on 28 February 2007) and Operating Costs for that year, adjusted (if appropriate).

The Company's actual revenues are far below the Minimum Estimated Net Revenue stipulated in the WHC
Ordinance (Chapter 436) and are summarised below:

Y/E Y/E Y/E Y/E Y/E Y/E Y/E Y/E Y/E Y/E Y/E

i
Jul-08 | Jul-07 | Jul-06 | Jul-05 | Jul-04 | Jul-03 | Jul-02 | Jul-01 | Jul-00 | Jul-99 | Jul.9g | CUmUlative

HK$m

Minimum
Estimated Net

. 1,623 | 1,549 | 1,455 | 1,190 880 794 713 506 253 201 154 9,318
Revenue in the

Ordinance

Actual Net = | oo | oea | 567 | 492 | 400 | 325 | 299 | 172 | 59 52) | (208) | 3,472
Revenue/(Deficit)

Shortfall 863 | 891 | 888 | 698 | 480 | 469 | 414 | 334 | 194 | 253 | 362 5,846

The main reason for the shortfall in Net Revenue is that actual traffic volume has been much less than the forecast
due to:

e the development of rail and public transport system;
e large toll differential with other tunnels; and

® poor access roads such as the congestion of ingress and egress (Central and Tsim Sha Tsui).

Under the WHC Ordinance, the Company is entitled to request the Government to gazette a toll increase should
the actual Net Revenue generated be less than the Minimum Estimated Net Revenue.

If the actual Net Revenue earned is greater than the Upper Estimated Net Revenue but less than the Maximum
Estimated Net Revenue, the Company is entitled to the Upper Estimated Net Revenue plus 50% of the excess
and the balance, another 50% excess will go to Toll Stability Fund.

If the actual Net Revenue earned is greater than the Maximum Estimated Net Revenue, the Company is entitled
to the Upper Estimated Net Revenue plus 50% of the excess between Upper Estimated Net Revenue and Maximum
Estimated Net Revenue and all surplus will go to Toll Stability Fund.
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Internal Rate of Return

Internal Rate of Return (IRR) of the Company up to July 2008 generated is negative 4.52%.

Remarks: IRR is a calculation of equity return and to compare against the opportunity cost of capital. The IRR is
the discount rate at which these cash flows would have a zero NPV.

Cash flow for Cash flow for Cash flow for Cash flow for Cash flow for
Thus NPV — period zero . period one . period two . period ... . periodn  _ Zero
1 1+IRR (T+IRR)? (T+IRR)... (T+IRR)n

WHC’s IRR upto Jul 2008

Period/ Shareholders' NPV of 1994
Year ended (Investment)/ #Discount cash flow x
Return Factor discount factor
$'000 $'000
a b axb
| IRR = -4.52% |

0 (Jul-94) (555,000) 1.0000 (555,000)
1 (Jul-95) (515,200) 1.0473 (539,583)
2 (Jul-96) (537,500) 1.0969 (589,581)
3 (Jul-97) (592,300) 1.1488 (680,439)
4 (Jul-98) - 1.2032 -
5 (Jul-99) (138,000) 1.2601 (173,897)
6 (Jul-00) (172,000) 1.3198 (226,999)
7 (Jul-01) (160,000) 1.3822 (221,156)
8 (Jul-02) (250,000) 1.4476 (361,910)
9 (Jul-03) (190,000) 1.5162 (288,069)
10 (Jul-04) - 1.5879 -
11 (Jul-05) 130,000 1.6631 216,198
12 (Jul-06) 110,000 1.7418 191,595
13 (Jul-07) 1,770,000 1.8242 3,228,842
14 (Jul-08) - 1.9105 -
Total (1,100,000) (0)

# Discount factor for period 0 = 1

1

Discount factor for periodn= -~
(T+IRR)"

Risk Management

It is the Company policy to manage the interest rate risk. During the year, new hedging contracts (excluding
forward starting interest rate swap and swaptions) in the sum of HK$300 million were entered into while hedging
contracts in the sum of HK$800 million were expired. Given the outstanding hedging contracts of HK$1,100
million as at 31 July 2008, hedged loan represented 44% of the bank loan outstanding on the balance sheet
date. At the end of July 2008 and after taking into account further HK$400 million forward start interest rate
swap and swaptions, there were HK$1,500 million hedging contracts outstanding at the fixed rate between 3.50%
and 4.715%.

To protect the Company's asset and operation, appropriate insurance coverage has been arranged.
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Profit and Loss Account

Profit and Loss Account for the Year Ended 31st July Yearly

2008 2007 2006 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Toll income 852,650 774,195 715,620 665,717 613,403
Other income 34,792 36,425 50,904 38,992 22,863
Revenue 887,442 810,620 766,524 704,709 636,266
Operating and administrative expenses (348,078) (327,824) (261,845) (255,918) (257,277)
Operating profit 539,364 482,796 504,679 448,791 378,989

Finance costs

- Interest on bank loans (114,627) (131,107) (113,712) (114,704) (124,980)

- Interest on shareholders' loans (11,168) (20,296) (28,426) (29,251) (30,238)
(125,795) (151,403) (142,138) (143,955) (155,218)

Profit before taxation 413,569 331,393 362,541 304,836 223,771
Deferred tax provision *(61,204) (58,637) (63,458) (53,625) (39,833)
Profit after taxation 352,365 272,756 299,083 251,211 183,938
Retained profits/ (Accumulated losses) brought forward 609,791 337,035 37,952 (213,259) (397,197)
Retained profits/ (Accumulated losses) carried forward 962,156 609,791 337,035 37,952 (213,259)

Operating and Administrative Expenses for the Year Ended 31st July Yearly

2008 2007 2006 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Staff costs 52,112 50,670 48,288 46,411 46,538
Maintenance costs 9,658 7,996 8,598 8,513 10,319
Utility expenses 6,847 6,679 6,767 6,582 6,673
Rates 31,071 28,858 26,450 24,318 23,082
Insurance 17,269 18,183 19,236 18,390 17,565
PR & promotion, professional fee,

administrative expenses and others 7,611 7,526 7,143 7,744 6,524
Operating & administrative expenses before depreciation 124,568 119,912 116,482 111,958 110,701
Depreciation 223,510 207,912 145,363 143,960 146,576
Total 348,078 327,824 261,845 255,918 257,277

* Hong Kong Profits tax has been provided at the rate of 16.5% for 2008 (17.5% for 2007), and HK$7.6 million decreased in deferred tax liability upto July 2007 is included.
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Balance Sheet

Balance Sheet as at 31st July Yearly

2008 2007 2006 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Non-current assets
Fixed assets 5,178,655 5,399,565 5,606,227 5,750,394 5,935,070
Deferred taxation assets - - - - 43,153
Derivative financial instruments #2 933 5,465 21,386 - -
5,179,588 5,405,030 5,627,613 5,750,394 5,978,223
Currentassets . ~o-----------------oT-ooTmTTmTmTTT T
Inventories 1,449 1,469 1,519 1,296 1,291
Accounts receivable and prepayments 53,929 47,655 39,071 36,909 32,234
Derivative financial instruments #2 - 3,816 12 - -
Cash and bank balances 15,969 12,794 6,378 7,433 7,287
71,347 65,734 46,980 45,638 40,812
Current liabilites — ~ -~~~ -~~~ -oooooomooomomomomomm o T T o T T T
Trade and other payables 93,672 95,699 86,521 105,300 149,379
Current portion of long-term bank loans *! 396,178 395,903 263,110 234,566 210,907
Derivative financial instruments 2 1,962 - 1,319 - -
491,812 491,602 350,950 339,866 360,286
Net current liabilities (420,465) (425,868) (303,970) (294,228) (319,474)
4,759,123 4,979,162 5,323,643 5,456,166 5,658,749
Financed by:
Share capital 400,000 400,000 400,000 400,000 400,000
Retained Profits/(Accumulated losses) brought forward T 609,791 337,035 37,952 (213259)  (397,197)
Profit after taxation 352,365 272,756 299,083 251,211 183,938
Retained Profits/(Accumulated losses) carried forward 962,156 609,791 337,035 37,952 (213,259)
Hedging reserve *2 1,227 T T 7443~ T 6565 - T T T T
Shareholders' equity 1,350,929 1,017,234 753,600 437,952 186,741
Shareholders' loan 1,124,954 1,113,786 2,863,490 2,945,064 3,045,813
Shareholders' funds 2,475,883 2,131,020 3,617,090 3,383,016 3,232,554
Long-term bank loans *' 2,079,271 2,713,737 1,629,109 2,062,678 2,426,195
Deferred taxation liabilities 191,553 134,147 77,444 10,472 -
Derivative financial instruments #? 12,416 258 - - -
4,759,123 4,979,162 5,323,643 5,456,166 5,658,749

#1 Deferred expenditure consists mainly of the Front End Fee and Arrangement Fee for 1st refinancing in 8/2002 & 2nd refinancing in 2/2007. For the avoidance of
doubt, the unamortizated deferred expenditure due to 1st refinancing has been written off upon 2nd refinancing. According to HKAS 32 & 39, the deferred expenditure
are treated as transaction costs and should be net off the fair value of bank loans and the comparative amounts have been reclassified.

The breakdown are shown below:

2008 2007 2006 2005 2004
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Long-term bank loans

Secured bank loans 2,088,000 2,726,000 1,639,610 2,081,390 2,449,000
Less: Unamortized deferred expenditure (8,729) (12,263) (10,501) (18,712) (22,805)
2,079,271 2,713,737 1,629,109 2,062,678 2,426,195

Current portion of long-term bank loans
Secured bank loans 400,000 400,000 268,856 238,659 215,000
Less: Unamortized deferred expenditure (3,822) (4,097) (5,746) (4,093) (4,093)
396,178 395,903 263,110 234,566 210,907
Total deferred expenditure (12,551) (16,360) (16,247) (22,805) (26,898)

#2 According to HKAS 32 & 39, all outstanding interest rate swap contracts entered into by the Company are classified as cash flow hedge and stated at fair value.
HK$3 million liabilities on derivative financial instruments are debited to open hedging reserve as at 1 August 2005, HK$3.6 million creditied to derivative financial
instruments and HK$0.6 million debited to deferred taxation whereas the comparative amounts as at 31 July 2005 have not been restated.
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Financial Information and Analysis

Cash Flow Statement

Cash Flow Statement for the Year Ended 31st July Yearly

2008 2007 2006 2005 2004

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Net cash surplus from operating activities 643,804 578,773 523,083 476,388 409,876
@ebiwionesimedtiats
Net payment of tunnel costs and fixed assets (2,629) (1,791) (2,555) (2,291) (1,855)
Net cash used in investing activities (2,629) (1,791) (2,555) (2,291) (1,855)
Cash flow from financing activides oo
Repayment of shareholders loan - (1,770,000) (110,000) (130,000) =
New secured bank loans drawn down - 3,345,000 - - -
Transaction costs for new bank loans - (18,100) - - -
Net repayment of secured bank loans (638,000)  (2,127,466) (411,583) (343,951) (405,000)
Net cash outflow from financing (638,000) (570,566) (521,583) (473,951) (405,000)
Net increase/(decrease) in cash and bank balances 3,175 6,416 (1,055) 146 3,021
Cash and bank balances at beginning of year 12,794 6,378 7,433 7,287 4,266
Cash and bank balances at end of year 15,969 12,794 6,378 7,433 7,287

Cash Flow Since Construction

From Construction

to 31/7/2008

HK$'000
Inflow
Fund from Shareholders 3,110,000
Bank Loans 4,776,500
Revenue 7,086,820
= L5y
Outflow
Capital Expenditure 6,735,191
Operating Expenses (excl. depreciation) 1,161,896
Finance Charge on Bank loan 2,756,122
Bank Loan Repayments 2,288,500
Loan Repayment to Shareholders 2,010,000
Working Capitals 5,642
_14957,351
Net Cash Balance as at 31/7/2008 15,969

47  Annual Report 2008





