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Chairman’s Statement

ESRYF

Dear Shareholders,

Since 2019, the international political situation has been in a
state of turmoil. Due to various factors such as Sino-US trade
friction, protectionism prevalence, low prices of oil and other
bulk commodities, the global economic situation continued to be
sluggish and the recovery was weak. Domestically, the national
economy of China was operating within a reasonable range,
continuing the overall stable, steady and progressive development
trend. According to the preliminary calculations, GDP in the first
half of the year amounted to RMB45,093.3 billion, representing
a year-on-year increase of 6.3% based on comparable price
calculation.

In the first half of 2019, “the Belt and Road” initiative was further
promoted. The platform for exchanges and cooperation between
countries was fully established, and a number of cooperative funds
were set up to help enterprises expand their overseas business.
These measures provided a rare opportunity for the development of
the industry. Facing the severe external environment, CMEC seized
the national strategic opportunities, actively explored overseas
market operations, and expanded its business to countries around
the world, creating a good brand image and reputation.
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BUSINESS REVIEW

In 2019, the complicated global economic and political situations,
the slowing down and tightening of financial conditions, the
geopolitical conflicts, and the escalation of trade conflicts brought
related risks and challenges to the development of the industry.
During the period, the Company adhered to stability and laying
out solid foundations, continued to strengthen its efforts to fit
into national strategies such as “the Belt and Road” initiative
and “going out”, while strengthening refined management and
optimizing business layout, and overall operations continued to
develop steadily under joint efforts. As at 30 June 2019, the Group’s
engineering contracting projects span over 50 countries around the
world, mainly in Asia, Africa, Europe and South America. During the
reporting period, the Group’s revenue amounted to approximately
RMB13,938.7 million, the gross profit amounted to RMB2,103.3
million, the gross profit margin was approximately 15.1%, and the
profit from operations was RMB999.7 million.

The Group is a leading international engineering contractor
and service provider with a focus on EPC projects and special
expertise in the power and energy industry. The international
engineering contracting business is one of the Group’s traditional
core businesses. During the reporting period, the revenue from
international engineering contracting business amounted to
RMB9,611.5 million, accounting for 69.0% of the total revenue of
the Group. The gross profit from the power and energy industry
accounted for about 78.8% of the gross profit of the international
engineering contracting business, and the gross profit margin was
about 18.8%, which was at the leading level in the industry.
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Chairman’s Statement

ESRYF

In the first half of the year, due to the overlapping effects of
industrial transformation, tightened financing and market demand
changes, the signing and coming into effect of contracts have been
affected. However, the engineering contracting business has a high
level of market activity and has achieved fruitful results in market
exploration. During “the Belt and Road” Entrepreneur Conference,
under the witness of Gao Yunlong, vice president of the Chinese
People’s Political Consultative Conference and chairman of the
All-China Federation of Industry and Commerce, Xiao Yaqging,
the then director of the State-owned Assets Supervision and
Administration Commission of the State Council, and other leaders,
the Company signed the EPC contract agreement for the ANH blast
furnace ferronickel smelting project in Indonesia. In April, during the
China-Central and Eastern European Countries Leaders Summit,
under the witness of State Council Premier Li Kegiang, State
Councilor and Foreign Minister Wang Yi and leaders of Central and
Eastern European countries, the Company signed a commercial
contract for the Bulgarian Port Construction Project, which is
another interconnected infrastructure construction project under
“the Belt and Road” initiative in Central and Eastern Europe. In May,
under the joint witness of Vice President Wang Qishan, the Prime
Minister of Pakistan Imran Khan and relevant leaders of China and
Pakistan, the Company successfully signed a tripartite agricultura
framework cooperation agreement on modern animal husbandry,
agricultural planting and other fields with Balochistan and Lasbela
University of Agriculture. In addition, the Company also won the bid
for the third and fourth phases of the development housing project
of the Saudi Ministry of Housing and Construction, as well as the
Jaffna Water Supply Pipeline Project and the Gothatuwa Pumping
Station Project in Sri Lanka. The former is the first large-scale water
supply project after Jaffna’s war, and also the Company’s first ADB
project in Sri Lanka, while the latter is an infrastructure project led
by European financial institutions.
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In the first half of the year, CMEC promoted the quality development
of projects in a timely and orderly manner, strictly controlled
various risks, and the overall implementation was in good status.
There was no major risk and accident, and the brand reputation
and recognition continued to improve. The projects received
wide attention and were highly praised. The installation of main
equipments in the coal mine portion of the second phase of the
KOSTOLAC-B Power Station Project in Serbia was fully completed.
During the Period, economic and trade and professional delegations
from Mainland China and HKSAR also visited the project site for
investigation and research. The two units of first phase of Thar
Power Station Project in the Pakistan successfully completed grid
connection. The Pakistani side stated that the project demonstrated
the Belt and Road policies and the corridor project was open,
cooperative and win-win. The third phase of the Construction
Project of Gandrabro Water Plant in Luanda is a national key
project in Angola. The Minister of Energy and Water of Angola and
his delegation inspected the project. The Minister expressed great
satisfaction with the progress of the project and the quality of the
construction, and expressed appreciation for the spirit of CMEC to
effectively organize the construction according to the plan.
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Chairman’s Statement

ESRYF

The trade and service business of CMEC maintained steady
development in the first half of the year. The high-end casting and
forging business of CMIPC continued to dominate the leading
position in the industry, and the overall business continued
to develop in the direction of increased efficiency and quality.
CERIECO has made certain progress towards the development
into a comprehensive trading company. In the two core markets
of Southeast Asia and North America, it continuously created new
business opportunities through trade + EPC + industrialization, EPC
+ trade and other models, forming a rolling development in key
markets. Under the new model of “Internet + overseas operation
platform”, CMEC Suzhou accumulated more customer resources
and good reputation in overseas markets through localized
operation in the European and US markets. The overall business of
CMEC Wuxi stabilized and rebounded in this year, its five indicators
of import and export, transaction, newly signed contract, revenue
and profit all achieved year-on-year growth and achieved balanced
development. During the reporting period, the revenue from trading
business amounted to RMB3,244.7 million. Among them, revenue
from international trade amounted RMB2,935.6 million, and revenue
from service business amounted to RMB1,082.5 million.
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In the first half of 2019, the design consulting business of CMEC
continued to maintain a steady improvement trend. The status
of market development and business execution was satisfactory,
and the production and operation indicators maintained significant
growth as compared with the corresponding period of last year.
The two design institutes under CMEC realized the expected goal
of achieving more than half of the business objectives when half of
the year passed. The large and medium-scale survey and design
projects newly signed by the two design institutes have gradually
increased. China Machinery R&D and JiKan Research Institute have
high value contracts in the field of new energy and environmental
management as well as subway and transportation respectively.
China Machinery R&D’s project “Efficient Simultaneous Nitrogen
and Phosphorus Removal Technology of Sewage Containing
Refractory Organic Matters and Its Application” was evaluated as
“International Advanced Level” and recommended to participate in
the selection of the First Prize of Science and Technology Award
by China National Machinery Industry Corporation. The drone and
high-precision tilt photogrammetric system and its application won
the Science and Technology Progress Award of Chinese Society for
Geodesy Photogrammetry and Cartography, and it was assessed
as domestic leading level by experts. These fruitful achievements
reflected the continuous improvement in technological innovation
capabilities of the Company.

With the rapid changes in the international political and economic
situation, the market environment is also changing rapidly. The
Company will actively adapt to the changes, closely follow
the relevant policies, keep abreast of market trends, promote
transformation, optimize organizational structure, and continue to
consolidate competitive advantages.
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Chairman’s Statement

ESRYF

FUTURE PROSPECTS

Since 2019, the world economic growth has shown an overall
slowdown. The economic growth impetus in US, Europe and
Japan has been insufficient, the growth momentum of emerging
economies has declined, geopolitical uncertainties have increased,
and US unilateral trade protectionism has interfered with the
effective layout of the global industrial chain. The tightness of US
monetary policy will also indirectly affect global capital flows, and
thus will have significant impacts on many emerging economies that
rely on international capital. Under the backdrop of complicated and
volatile global economic situation, the existing international system
and global order desperately need to be profoundly transformed
and reshaped. It is expected that the world economy will continue
to slow down in the second half of the year. China is still under
structural adjustment, and both the increase in tariffs and the
weakening of external demand have exerted pressure on the
Chinese economy. However, the government’s stimulus policies
have provided support for growth. The Chinese economy will
continue to adhere to the overall tone of steady progress, promote
supply-side structural reforms, revitalize the real economy, and
achieve high quality development, which will help strengthen the
capability to withstand market risks.
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In the second half of the year, the Company will continue to
strengthen the development of the three major business segments.
In respect of engineering contracting business, the Company will
enhance the research on the markets along “the Belt and Road” and
actively invest in the construction of “the Belt and Road”. In respect
of trade and service, the Company will put more efforts in the
restructuring and integration of trade and service segment, focus
on quality, strictly manage and control risks, and explore emerging
businesses. In respect of design consulting business, the Company
will carefully compile its scientific research and development plan,
and improve the comprehensive strengths and industrial positions
of the two design institutes under the Company. Also, the Company
will summarize and extract the core competitiveness of CMEC
in continuous innovation, and leverage on its advantages and
overcome disadvantages in a targeted manner to complete new
transformations. CMEC is committed to realize the Company’s
vision of “on the basis of engineering constructing business and
driven by technology and innovation, becoming an international
diversified integrated service provider” and devoted to the long-term
sustainable development of the Company. In the second half of the
year, the Company will make more outstanding achievements and
deliver satisfactory return to the Shareholders.

Finally, on behalf of the Board, | would like to take this opportunity to
express my sincere gratitude to our Shareholders for their long-term
concern and support for CMEC, and our senior management team
and all our staff for their dedicated work and unremitting efforts!

ZHANG Chun
Chairman

Beijing, China
26 August 2019
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Company Profile
NGl

The Company was established in 1978 and was the first
state-owned industrial and trading enterprise in the PRC. The
Company is a subsidiary controlled by SINOMACH. The Company
was listed on the Main Board of the Stock Exchange on 21
December 2012. As at 30 June 2019, the Company had issued
a total of 908,270,000 H Shares and 3,217,430,000 non-tradable
Domestic Shares. The Company has a primary focus on EPC
projects and particular expertise in the power sector, capable
of providing one-stop customized and integrated engineering
contracting solutions and services. The Company also conducts
the Trading Business, Services Business and the emerging business
segments.

Visions for Corporate Development: On the basis of engineering
constructing business and driven by technology and innovation,
becoming an international diversified integrated service provider.

Competitive Strengths: Brand reputation, operational model,
business network, professional team, business operation, financial
planning.

International Engineering Contracting Business: With
approximately 40 years of experience in the International
Engineering Contracting Business, the Company is able to provide
project owners with one-stop customized and integrated turnkey
solutions and services to manage and implement engineering
contracting projects, especially in developing countries, and has
undertaken engineering contracting projects in approximately 50
countries, primarily in Asia, Africa, Europe and South America.
Power, transportation and telecommunications sectors are the
Company’s Core Sectors. The Company is also engaged in the
Non-Core Sectors, such as water supply and treatment projects,
building and construction projects, manufacturing and processing
plant projects and mining and resources exploitation projects.
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Trading Business: The Company conducts the Trading Business
through its sales and marketing network which covers over
150 countries and regions. The sales and marketing network is
established through years of international engineering contracting
and trading experiences and business transactions involving export
and import of products and services to and from these countries
and regions.

Services Business: The Company is engaged in a certain extent on
the Services Business, mainly including design consulting services,
logistics services, tendering agency services, export-import agency
services and other services.
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Company Profile
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Corporate Structure: As at 30 June
corporate structure was
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as follows:
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Unaudited Interim Results

The Board hereby announces the unaudited operating results of
the Group for the Period, together with the operating results for
the Corresponding Period in 2018 for comparison. For the Period,
the consolidated revenue of the Group amounted to RMB13,938.7
million, representing an increase of 15.7% over the Corresponding
Period in 2018; profit from operations amounted to RMB999.7
million, representing an increase of approximately 10.2% over the
Corresponding Period in 2018; profit attributable to the owners of
the parent amounted to RMB981.5 million, representing an increase
of 10.0% over the Corresponding Period in 2018; net cash flows
used in operating activities amounted to approximately RMB3,865.9
million while net cash flows from operating activities was RMB44.5
million in the Corresponding Period in 2018
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ABARYA13,938.76 E T © B2018F [F
HRIE IN15.7% 48 & % 1l B A R #999.7
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BT B2018F A BAIE hN10.0% © & & &
BFANRESFENAARKES 65988
JC M2018F R EMKEE EEMENES
mEFHEIAARB4458ET -

Interim Report 2019
ZE-NFHHRE

13



Key Operating and Financial Data

EERERMBRE

1. Revenue

WA
Unit: RMB million
B AREMEET

13,938.7

1H2018 1H2019
20184 ¥4 2019F L F

3. Basic Earnings per Share

BRERBR
Unit: RMB
B AR¥

0.24

1H2018 1H2019
20184 ¥4 20194 L¥4F

5. Backlog for the International Engineering
Contracting Business
BMIBREBEBZATRERE
Unit: US$ million
Bf: BEET

10,647.3

As of 31 December 2018 As of 30 June 2019
HEo0185 12531 BE2019E6A308

China Machinery Engineering Corporation

FEIRMRE IRRAERAT

Profit Attributable to the Owners of the
Parent and Net Profit Margin
EENRZAREE ANGHRFRMNZE
Unit: RMB million

B ARBEEET

W Profit attributable to the
owners of the parent
ERRERAIEEAN
)

A Net profit margin
ikl

1H2018 1H2019
2018%F ¥4 2019 L¥ &

Value of Newly Signed Contracts for the
International Engineering Contracting
Business
BERIBAREBEBNTENERALHE

Unit: US$ million

B BEETT

2,883.5
2,558.5

1H2018 1H2019
20184 L4 20194 L3 4F



Financial Highlights

MBEHEE

For the six months ended 30 June

BZ6A30HLLAEA
2019 2018
20194 20184
RMB’000 RMB’000
AR#EFT AREFT
Revenue WA 13,938,669 12,048,280
Gross profit EF 2,103,341 1,939,744
Other revenue and other income, net E A R B U AT 5B 26,809 77,715
Operating expenses R (1,130,406) (1,110,594)
Profit from operations 45 5 | 999,744 906,865
Profit before tax B B4 A 42 1,238,361 1,190,380
Income tax FTSH (258,063) (297,290)
Profit for the period 7R HA B A0 ) 980,298 893,090
Total other comprehensive income HEfar A WS iass (22,144) (52,260)
Total comprehensive income for the period ZNERRI R4 & Uas 4258 958,154 840,830
Profit attributable to: | BB
— Shareholders of the Company — RABIME 981,450 892,357
- Non-controlling interests — IR (1,152) 733
Total comprehensive income REWNRRESEER
attributable to:
— Shareholders of the Company o WNETL 23 959,220 840,096
- Non-controlling interests — IR (1,066) 734
Basic and diluted earnings per share FREER N 5 AT
(expressed in RMB per share) (ANFBRAREITEHE) 0.24 0.22
Total non-current assets EMBEELRTE 14,087,505 10,085,450
Total current assets MBNEEMREE 40,548,791 48,068,442
Total assets BERBT 54,636,296 58,153,892
Total non-current liabilities JERBBERARE 1,572,056 984,345
Total current liabilities M EETE 36,419,061 41,826,566
Total liabilities BERE 37,991,117 42,810,911
Equity attributable to Shareholders of PN Sl S g v
the Company 16,533,846 15,259,271
Non-controlling interests FEFEIRE = 111,333 83,710
Total equity ERBER 16,645,179 15,342,981
Total equity and liabilities B kBaEEHE 54,636,296 58,153,892

Note:

The financial information of the Group for the six months ended 30 June
2018 and 2019 are set forth on pages 88 to 161, and is presented on the
basis set out in note 2.1 to the unaudited interim financial report.

Hiat

REEEZE20185F 2201966 A30H 1E /<& A &9 81
BEREINNEBBE161E + RIZAKLEPH
G REM 2 APHELEMEZT -
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INDUSTRY OVERVIEW

In the first half of the year, the world situation was unsteady
and turbulent, the potential economic growth rate of major
developed economies declined, the debt problems of
some developing countries were highlighted, populism and
protectionism were on the rise, which, together with frequent
geopolitical conflicts, coupled with the impaired multilateral
trade and investment system, had caused the World Bank and
the International Monetary Fund to lower their economic growth
forecasts for 2019. Domestically, China’s national economy
operated within a reasonable range, sustaining the momentum
of being generally stable with steady progress. Preliminary
accounting shows that the gross domestic product in the first
half of the year was RMB45,093.3 billion, representing a 6.3%
year-on-year growth based on comparable price calculation.
However, it should also be noted that the current domestic
and foreign economic situation is still complex and grim,
the global economic growth has slowed down, the external
uncertain factors have increased, the imbalance of domestic
development is still prominent, putting downward pressure on
the economy.

China Machinery Engineering Corporation

FEMMREIRRAERAT

Management Discussion and Analysis
EEENWER DN

TTEEE

F¥F HARBRRAERF FBH
ELHRBELEI R TR - o8
BPEREFHEBEMNE REXERE
BREIERE BWEBRERS
¥ ZEBHRERHNTINEE
FREEIT BEREMESABETHTA
T2019F M EIERTEH] - B -
ERREEETEAERE  TET
BEEYE BRPEEREREDZ NP
%8 FEFRRNEEREAARE
450,9831B 7L ' A L ERFE - A
L2 R6.3% - B EFL - ERIEA
HMEBE T BR A E MR IE - 2IREE
ERBAFRE  INBTIBETEETEA
=L BRNEETNTFET R HE
&Rl EEmMBRIA NTE’S -



U

Management Discussion and Analysis

Engineering Contracting

From January to June 2019, foreign contracted
engineering business in China achieved a turnover of
RMB476.49 billion, representing a year-on-year increase
of 2.8% (equivalent to USD70.27 billion, representing
a year-on-year decrease of 3.4%); the newly signed
contracts amounted to RMB718.22 billion, representing a
year-on-year increase of 5.6% (equivalent to USD105.92
billion, representing a year-on-year decrease of 0.8%).
Among them, USD38.59 billion was completed in the
countries along “the Belt and Road”, accounting for
54.9% of the total amount of the same period, and
the newly signed contracts amounted to USD63.64
billion, accounting for 60.1% of the total amount of
the same period. There were 389 projects (an increase
of 33 projects over the same period last year) with
a newly signed contract value of more than USD50
million, accounting for 83.8% of the total amount of
newly signed contracts. Business turnover was mainly
concentrated in electric power engineering construction,
transportation construction and general construction
industry, accounting for nearly 70% of the total business
turnover, which effectively improved the infrastructure
conditions of the host country. It can be seen that
the general trend in the industry has not undergone
dramatic changes, presenting opportunities, but also full
of pressure and challenges.

BEERWR DT

(—)IREEE

2019FF1E6H « B &N B
ITREKENEXEBRAARE
4,764.918 7t © [ b 1 &2.8%
(Fr&702.7 E L - AL T B
34%) FEEGRBARAARE
7,182.278 7t * [A b 1 &5.6%
(BT &1059.2(8F Jt » B T %
0.8%) Efp - L [—H—8& |4
HEBIR T & ¥ 5 R385.918 %
JL o (RR B EE54.0% ¢ FTE
A R % 5636.418 3% T 15R 5
#EERI60.1% © LEHN - #7%55,000
XA E/MEES389ME - &
FRIEAEINS3E - EHEARL
REMB3.8% T EEBEIES
FEBEHIRER RBEHE
BN —MEEITE - BEMAR
R BRRE T REBBEERS
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Management Discussion and Analysis
EEENWER DN

Opportunities for industry development

First, infrastructure construction worldwide is
recovering, and the demand for investment is still
huge. There is an urgent need for less developed
countries to push forward their industrialization
process through the improvement of infrastructure.
Emerging markets promote development and
transformation through upgrading infrastructure
while developed countries achieve economic
recovery by upgrading infrastructure. Countries
are competing to launch economic development
plans and commit to economic restructuring and
industrial upgrading, increase public infrastructure
expenditure and government subsidies, encourage
cross-border investment and innovate and expand
cooperation models, and actively increase support
for infrastructure connectivity. It is expected that
infrastructure needs in areas such as transportation,
electricity, and new energy are still strong. According
to estimates by the Asian Development Bank,
infrastructure investment demand in the Asia-
Pacific region alone is as high as USD1.7 ftrillion
annually. According to estimates by the African
Development Bank, the annual investment needs in
the infrastructure sector in Africa amount to between
USD130 billion and USD170 billion.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Second, the construction initiative of “the
Belt and Road” has been further promoted to
provide sustained and strong momentum for the
development of the industry. Relying on forums,
summits, high-level visits, etc., the results-oriented
pragmatic cooperation has been solidly promoted.
The second “the Belt and Road” international
cooperation summit forum has clearly focused on
infrastructure and other major projects and capacity
cooperation, and will focus on resolving key issues
such as major projects, financial support, investment
environment, risk control, and security. In addition,
the platform for exchange and cooperation between
countries has been established, and a number
of cooperation funds have been set up to help
enterprises expand their overseas business. Such
as promoting the “Three Transport Priority Network
Development and Industrialization”, the “Top 10
Cooperation Plans” and the “Eight Major Initiatives”
in respect of China-Africa cooperation, promoting
the connectivity of transportation and infrastructure
between China and Central and Eastern European
countries, and establishing a Sino-Latin American
development financial cooperation mechanism, and
so on. These measures provide a rare opportunity
for the development of the industry.

Third, the international contracting engineering industry
has a strong endogenous development momentum.
China is becoming a major power on foreign
contracted engineering projects undertaking. Chinese
enterprises have strong comprehensive competitive
advantage in terms of infrastructure construction,
design consulting, equipment manufacturing, etc.
China’s capital sufficiency, equipment made in
China, technologies from China and construction
undertaken by Chinese enterprises are increasingly
recognized by the international community. The
competitiveness of China is increasingly enhanced.
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Management Discussion and Analysis
EEENWER DN

Pressure and challenges faced by industry
development

First, the global funding gap of infrastructure
is huge, and the implementation of the project
is more difficult. According to estimates by the
Asian Development Bank, the gap in infrastructure
investment in Asia is as high as USD459 billion each
year; the African Development Bank estimates that
Africa’s infrastructure funding gap is between USD68
billion and USD108 billion each year. At present, the
economic situation and investment environment of
some countries remain grim, debt risks are rising,
and the traditional EPC+F model is being challenged.
The delay, suspension and even cancellation of
cooperative projects in many countries have made
it harder to achieve the availability of funds for
cooperative projects. At the same time, the unitary
financing channel of enterprises increases the
difficulty of obtaining funds, the financing cost of
domestic banks is generally high, and the problems
of “high financing cost and financing difficulties” are
still prominent.

Second, external risks are becoming increasingly
prominent. The security situation in some parts of
the world is relatively severe, geopolitical tension
are intensifying, and the political security situation
in some countries does not look optimistic. Global
trade protectionism, unilateralism are on the rise,
uncertainties are increasing, and the international
competition encountered by enterprises in some key
cooperative markets is becoming increasingly fierce.

China Machinery Engineering Corporation

FEMMREIRRAERAT

1T /R E ki 19 B 7 FI 2K &

—REKEEESLROE
RN -BEERBEHEENK R
BN RITIEET - B
ERREFRROBFSE
4500183 7T FEM B B4R
TihEr  FEMERESRD
F B E68021,0801F =
JT o B AT #o BIRAEM
AMBERETIDEE - &
BRR A - EHRKIEPCHF
RAZEE - T ZBRA
BEEEHE - FI - &EF
BUE  AEEEESEEH
EA - B CEHRE
RBEE— BoEMHMEE
X BEARITRENAEE
B [REE mE# %
RIREISAZE ) o

“RINEPRE R HE R o
RE#EZ 2B RE
g - A BOR BB INE - B
DERBUAR BB AL
B -2HEZREXTE ¥
BIHERHE THERERE
Z o PERGERDEHAIEN
15 P8 8 HO B IR 35 55 DN AR
7 o

2



Management Discussion and Analysis

Third, the business transformation and upgrading
of enterprises still faces difficulties. At present, the
proportion of traditional transportation infrastructure
and energy projects is high, and the proportion of
urban development and high-end buildings that are
related to economic development is low. There are
more short-term construction projects, less high-end
investment in industry chain, fewer facilities operation
projects that can obtain long-term cash flow, and
the ability of enterprises to resist market volatility
risks is weak. Most companies lack professional
international talents who are familiar with the rules
of financing guarantee, procurement, and operation.
The ability to adapt to the development trend of
large-scale, integrated, and complex international
engineering projects is insufficient.

Fourth, cross-border cooperation between
enterprises in the industry chain still needs to be
further improved. In the industry chain, the support
of professional services, such as survey and design,
consulting supervision, equipment manufacturing,
legal finance and so on, to contracted engineering
enterprises is still insufficient, failing to form
a cooperative pattern of “strong alliance and
complementary advantages”.
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Management Discussion and Analysis
EEENWER DN

(ll) Trading

In the first half of the year, the total value of China’s
foreign trade imports and exports amounted to RMB14.67
trillion, representing a year-on-year increase of 3.9%.
Among which, amounts of export amounted to RMB7.95
trillion, up by 6.1%; amounts of imports amounted to
RMB6.72 trillion, up by 1.4%; and trade surplus reached
RMB1.23 trillion, widened by 41.6%.

In general, the external environment in the first half of
the year was complicated and severe. Despite continued
economic and trade frictions between China and the
United State, China’s foreign trade was generally stable
with steady progress made, showing strong resilience
and high-quality development, which featured seven
characteristics as follows:

1. The import and export value of general trade
expanded and the proportion increased. In the
first half of the year, China’s general trade imports
and exports totaled RMB8.78 trillion, up by 5.5%,
accounting for 59.9% of China’s total import and
export value, representing a year-on-year increase of
0.9 percentage point. The structure of trade mode
continued to optimize.

2. The imports and exports to major trading partners
such as the EU, ASEAN and Japan increased. In the
first half of the year, China’s total value of imports
and exports to the EU was RMB2.3 ftrillion, up by
11.2%, accounting for 15.7% of China’s total value
of imports and exports, while China’s total value of
imports and exports to ASEAN was RMB1.98 ftrillion,
up by 10.5%, accounting for 13.5% of China’s total
value of imports and exports. In the same period,
China’s total value of imports and exports to the
United States was RMB1.75 trillion, down by 9%,
accounting for 12% of China’s total value of imports
and exports, while China’s total value of imports and
exports to Japan was RMB1.03 trillion, up by 1.7%,
accounting for 7% of China’s total value of imports
and exports.

China Machinery Engineering Corporation
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Management Discussion and Analysis

The imports and exports growth rate of countries
along “the Belt and Road” is higher than the overall
growth rate of national imports and exports. In the
first half of the year, China’s imports and exports
to countries along “the Belt and Road” totaled
RMB4.24 trillion, representing an increase of 9.7%,
which was 5.8 percentage points higher than the
overall imports and exports growth rate of the
whole country, accounting for 28.9% of China’s total
value of imports and exports, and the proportion
increased by 1.5 percentage points. It shows that
the potential of trade cooperation between China
and the countries along “the Belt and Road” is being
continuously released, which has become a new
driving force for the development of China’s foreign
trade.

The imports and exports of private enterprises have
expanded and the proportion increased. In the
first half of the year, the imports and exports of
private enterprises in China totaled RMB6.12 trillion,
representing an increase of 11%, accounting for
41.7% of China’s total value of imports and exports,
2.7 percentage points higher than the same period
last year.

The imports and exports growth rate in the central
and western regions is higher than the overall growth
rate of the country, with more coordinated regional
development. In the first half of the year, the imports
and exports growth rate of the 12 provinces, cities
and autonomous regions in the western region was
14%, which was 10.1 percentage points higher than
the national total imports and exports growth rate,
while the imports and exports growth rate of the six
provinces in China’s Central Region was 8.1%, 4.2
percentage points higher than that of the country.
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The exports of electromechanical products and labor-
intensive products increased simultaneously. In the first
half of the year, China’s exports of electromechanical
products amounted to RMB4.63 trillion, representing
an increase of 5.3%, accounting for 58.2% of
China’s total value of the exports.

The imports of bulk commodities such as crude
oil and coal increased, and the imports of iron ore
and soybeans decreased. In the first half of the
year, China imported 245 million tons of crude oil,
an increase of 8.8%; 154 million tons of coal, an
increase of 5.8%; 46.92 million tons of natural gas,
an increase of 11.6%. In addition, the imported
iron ore was 499 million tons, a decrease of 5.9%;
soybeans were 38.27 million tons, a decrease of
14.7%.

(Ill) Design Consulting

At present, China’s engineering survey and design
industry has entered a period of rapid development, and
the quality of the workforce, the scale of operation and
economic efficiency of the industry have been greatly
improved. The engineering survey and design industry
faces both opportunities and challenges, and the trend
for transformation and upgrading is noticeable.

China Machinery Engineering Corporation
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Management Discussion and Analysis

The industry is entering a reshuffle stage and
restructuring continues to pick up pace

Mergers and restructuring in the industry are
accelerating. Unlike in the past, mergers and
restructuring are more focused on vertical or
horizontal purchase, which strengthens the
economies of scale. Today, mergers and acquisitions
are to enhance the value of services, for better
integration of effective resources, to innovate and
develop new business model, for the creation of
a complete biological industry chain. The results
of restructuring and integration will inevitably bring
about major changes in the industry structure, and
gradually moving to a polarized direction from the
pyramid structure in the past. Some enterprises
stand at the high end of the value chain, and
have the advantages of a comprehensive, unified
and integrated development, some enterprises
will develop their specialized features and improve
ancillary support, the original middle level will
gradually fade out, and moves towards the two ends.

Integrated development is the trend under
imbalance supply and demand

The main reason for the industry reshuffle is that
the demand side is constantly changing, showing
the characteristics of an integrated, unified, vertical,
industrialized and service-oriented development.
Therefore, it will definitely not work if the supply
side of the industry is to stick to the traditional
development line. To start making adjustment of the
supply side and pursue integrated development is
inevitable.
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Management Discussion and Analysis
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First, to pay attention to high quality growth and
development. While ensuring the continuous
expansion of scale, design companies are also
required to maintain sustainable competitive
edges, from unilateral project competition to more
multilateral value competition. The value output of
enterprises is to shift from a unitary profit model with
weak counter-cyclical ability which based on people
and technology to a vertical profit model featuring
integrated services, productization, investment,
operation management, etc.

Second, to establish a mutually beneficial business
ecosystem. With the promotion of the whole-
process project consultation and project contracting
construction model, the design enterprises are
paying more attention to whole industry chain,
unified and integrated development. More and
more design enterprises will choose to actively
integrate into the big ecosystem, form a platform-
based development mindset, build and optimize
the ecological relationship with partners, and create
a business ecosystem of “living together, living
mutually and re-born”.

Third, to reshape the design value industry chain.
Under the integration of industry, the value chain
is being segmented, the integration of enterprises
is constantly strengthened, and the new ecological
value chain is continuously constructed. The design
enterprises should not only pay attention to the value
position on the engineering construction chain, but
also need to find out the position of the engineering
construction industry chain in the ecological value
chain.

China Machinery Engineering Corporation
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Management Discussion and Analysis

3. The process of market development accelerated,
opening-up and integration with international
market strengthened

With the decentralization of the government, the
principle and approach to industry regulation have
changed, qualification reform and strengthening of
credit supervision have been put forward. At the
same time, polices have played down the attribute
of the industry, and the overall future reform of the
construction industry has been emphasized. The
marketization process of the design industry will be
further accelerated in the future.

BUSINESS REVIEW

In the first half of the year, being confronted with the
complicated international and domestic situations, the
Company adopted a multi-pronged approach, make concerted
efforts and continued its overall stable development trend.
In the Period, the revenue from the International Engineering
Contracting Business accounting for about 69.0% of the total
revenue, with the gross profit accounting for about 75.6% of
the total gross profit, laying a sound foundation for fulfilling the
annual business goal.

(I) International Engineering Contracting Business

The Group is an international leading engineering
contracting and services supplier, with a primary focus on
EPC projects and particular expertise in the power sector.
International Engineering Contracting Business is one of
the traditional core businesses of the Group, accounting
for about 69.0% of the total income of the Group for the
Period. The income from the power sector accounted
for about 69.2% of the total income of the International
Engineering Contracting Business, while the gross profit
of the power sector accounted for about 78.8% of
the total gross profit of the International Engineering
Contracting Business, with the gross profit margin was
about 18.8%, holding a leading position in the industry.
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The following table sets forth the details of the International TREHAEAMBER TR E
Engineering Contracting Business for the Period, together 1B+ LAKR2018F R HA R b B2
with comparative figures for the Corresponding Period 5T
in 2018:
Six months Six months
ended 30 % of ended 30 Increase/
June 2019 Total June 2018 (Decrease)
HZ2019% HE018%
6A30R 64308 i/
t~fER HE5% 1~ ER (B)
RMB million RMB million
ARKEET NRBEET
Revenue A Power ENED 6,646.4 69.2 4,983.0 33.4%
Transportation and REERR
telecommunications ETEA 166.7 17 6125 (72.8/%
Non-Core Sectors FROITE 2,798.4 2.1 18305 52.9%
Total Gl 9,611.5 100.0 74260 29.4%
Gross Profit £ Power EWIEA 1,2526 788 11263 11.2%
Transportation and REEER
telecommunications SFEA 308 25 125.4 (68.3)%
Non-Core Sectors E S 210 187 1545 9.2%
Total it 1,580.4 100.0 1,406.2 13.0%
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Six months Six months
ended 30 % of ended 30 Increase/
June 2019 Total June 2018 (Decrease)
HE2010% HZ0185
6A30R 6A308 1t i/
AR HE5% ~ERA (B2)
US$ million US$ million
FEZER BEET
Value of HEH  Power ENIED 1,201.8 50.5 1,054.3 22.5%
newly &R Transportation and REERR
signed 8 tgecommunications 2781 310 3.7 5708 (38.5%
contracts Non-Core Sectors FRLIE 915.7 35.8 12584 (27.2)%
Total fit 2,558.5 100.0 28835 (11.3%
As at 31
As at 30 % of December Increase/
June 2019 Total 2018 (Decrease)
20195 #0185 £n/
64308 HEEY% 12831E (8)
US$ million USS million
FEZER BEZET
Backlog AZH  Power ENIED 5,939.6 65.3 7,055.1 (18.1)%
ARE  Transportation and REEGR
telecommunications ERs 449.6 49 456.1 (1.4)%
Non-Core Sectors EZ A 2121 28 2,936.1 (7.6)%
Total &it 9,101.9 100.0 10,647.3 (14.5)%
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As at 30 June 2019, the Group had undertaken H £2019F6A30H » AEEH
engineering contracting projects in more than 50 countries TiRABIEE R &2 B BRS0(E
over the world, primarily in Asia, Africa, Europe and South Bl - =Z27E0M - IEM - BUM
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engineering contracting projects from 1 January 2009 to F1H18 £20196F6 H30H #
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America
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Note:  The map is provided only for illustrative purposes and oo b EEMEE RS - WIFRL PG
not drawn to scale. It is not intended to accurately 4o WEIM B MW IEERE R ERMMN
show the exact locations of our engineering contracting TIRABEENERELE °
projects.
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The following table sets forth a breakdown of the revenue

from the Group’s international engineering contracting

projects by geographic locations for the Period, together

with the comparative figures for the Corresponding Period

TREHIARE B R AHM 2018
F B B 1R £ M BB T2
BIE B W AR -

in 2018:
Six months ended 30 June
HZ6H30H 1L 1E A
2019 2018
20194 20184
RMB million % of Total RMB million % of Total
ARMEET 1A% A\REHET 15856 %
Asia EEN) 5,022.5 52.2 3,339.8 45.0
Africa JEM 3,333.9 34.7 3,395.2 45.7
Europe B 916.2 9.5 118.9 1.6
South America M 168.9 1.8 5721 7.7
North America EEM 170.0 1.8 - -
Total &3 9,611.5 100.0 7,426.0 100.0
1. Sound project execution 1. HEHTERLRK

In the first half of the year, the Company stepped up

its efforts in the supervision of various projects under

implementation stage in hand, strictly controlled

various risks, and ensured that the implementation

of all projects were in good progress, without the

occurrence of major risks and accidents.
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The second phase of the KOSTOLAC-B Power
Station Project in Serbia was successfully
implemented, and various milestones were achieved.
On 26 March, the coal mine capacity expansion
portion of the project held a ceremony of the transfer
of the bucket wheel excavator. On 11 June, the first
pile of the main plant area of the main section of the
project was successfully completed. On 18 June,
the coal mine capacity expansion portion held a
ceremony of the transfer of the dumping plough,
marking the full completion of the installation of
main equipment in the coal mine portion. During
the Period, economic and trade and professional
delegations from Mainland China and HKSAR also
visited the project site for investigation and research.

On 8 April, Lauca Connection Line Project in the
Angola achieved the full operation, greatly alleviating
the lack of power in the central and southern
region of Angola. Meanwhile, it also means that
the first batch of three-phase integrated magnetism
controlled reactors exported from China to overseas
has been successfully put into operation.

The first phase of Thar Power Station Project in
the Pakistan achieved first grid connection for
power generation of 2# unit on 18 March and
completed first grid connection for power generation
of 1# unit on 4 April. On 10 April, the project held a
ceremony for the grid connection of the two units.
The Pakistan side stated that the project, as a Sino-
Pakistan economic corridor project, was not simply
cooperation between China and Pakistan and also
brought together participation by countries such as
the United States, Japan and Germany in terms of
technology and equipment, which demonstrated that
the corridor project and “the Belt and Road” policies
were open, cooperative and win-win.

China Machinery Engineering Corporation
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On 19 April, a commissioning ceremony of the
Nikopol Photovoltaic Power Station Project in
Ukraine was held. The project is currently the largest
photovoltaic project in Ukraine, and is equipped
with global advanced photovoltaic components,
inverters and advanced photovoltaic power station
management systems manufactured by China. It is
a model for win-win cooperation between Chinese
and Ukrainian companies.

On 19 May, the No. 1 steam turbine of the SOYOI
Combined Cycle Power Station Project in Angola
successfully passed the 72-hour full load reliability
test. At this point, all the installation and debugging
work of the project was completed, and the entire
project is about to be handed over and put into
commercial operation.

On 13 June, the Minister of Energy and Water of
Angola and his delegation inspected the third phase
of the Construction Project of Gandrabro Water
Plant in Luanda constructed by the Company. The
project is a national key project in Angola. It is
highly valued by the senior officials of Angola and
has received extensive attention from various social
sectors. The Minister expressed great satisfaction
with the progress of the project and the quality
of the construction, and expressed appreciation
for the spirit of CMEC to effectively organize the
construction according to the plan.
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Steady market development

On 12 April, the China-Central and Eastern European
Countries Leaders Summit was held in Croatia.
During the summit, under the witness of State
Council Premier Li Kegiang, State Councilor and
Foreign Minister Wang Yi and leaders of Central
and Eastern European countries, the Company
signed a commercial contract for the Bulgarian
Port Construction Project. The project is the first
port construction project undertaken by a Chinese
enterprise in Bulgaria, and is another interconnected
infrastructure construction project under “the Belt
and Road” initiative in Central and Eastern Europe
and also the first modern port with storage capacity
in Bulgaria.

On 15 April, the Company signed the EPC contract
for the 300kt/a Electrolytic Aluminum Technical
Transformation Project in Tajikistan. The successful
signing of the project will lay a good foundation for
the Company to expand into new markets and new
industries.

On 25 April, under the witness of Gao Yunlong,
vice president of the Chinese People’s Political
Consultative Conference and chairman of the All-
China Federation of Industry and Commerce, Xiao
Yaqing, the then director of the State-owned Assets
Supervision and Administration Commission of the
State Council, and other leaders, the Company
signed the EPC contract agreement for the ANH blast
furnace ferronickel smelting project in Indonesia. The
project is the first phase of the construction project
of the owner in the overall plan of the ferronickel
industrial park in Indonesia. Upon completion, the
project will provide a production capacity of 80,000
tons of ferronickel per year, which will lay a good
foundation for the subsequent increase in production
and expansion of the industrial park.
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On 27 April, the Company signed the agreement on
the Pakistan KE 700MW Coal-fired Power Station
Project, the cooperation framework agreement on
the Pakistan Modern Agriculture Project, and the
loan agreement on the Pakistan ThalNova 330MW
Power Station Project.

On 22 May, the Company signed a contract for
the Makhmour cement plant in Iraq. The scope of
the contract includes the construction of a new
cement plant with a daily output of 6,000 tonnes
of clinker, and the construction of a 52.2MW self-
supplied power station for the cement plant to
provide electricity to the cement plant. The project
has laid a solid foundation for further enhancing the
Company’s brand image and penetrating the Iraqi
market.

On 26 May, under the joint witness of Vice President
Wang Qishan, the Prime Minister of Pakistan Imran
Khan and relevant leaders of China and Pakistan, the
Company successfully signed a tripartite agricultural
framework cooperation agreement on modern animal
husbandry, agricultural planting and other fields with
Balochistan and Lasbela University of Agriculture.

At the end of May, the Company successfully
signed the EPC and O&M contract for the 45MW
photovoltaic power station in Kedah, Malaysia, with a
construction period of 14 months. The project is the
Company’s third EPC general contracting project for
photovoltaic power plants in Malaysia, laying a solid
foundation for penetrating the Malaysian photovoltaic
power station market.
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(ll) Trading Business

In the first half of the year, the trading business

maintained stable operation, but volatility increased. The

overall situation was the coexistence of difficulties and

opportunities.

The following table sets forth the details of the Trading
Business for the Period, together with the comparative

figures for the Corresponding Period in 2018:

(DIESEK

F¥F EHEBRFLET
B BREBEAMEKN  BRER
REEMEB W FHRES

TR L ANRAEE H X
EER2018F F MM LB E T

Six months Six months
ended 30 % of ended 30 Increase/
June 2019 total June 2018 (Decrease)
H2019% HZ018E
68308 64308 g/
E~BA HEEY% AR (#)
RMB million RMB million
AREEET NREEET
Revenue WA Intemational trade ARES 2,935.6 90.5 3,158.3 (7.1)%
Domestic trade nE5 300.1 95 469.7 (34.2)%
Total Al 3,247 100.0 3,680 (106%
Gross profit % International trade ERES 196.2 874 1952 0.5%
Domestic trade gNE5 284 12,6 36.3 (21.8)%
Tota A4 2046 100.0 215 (3.0/%

1. Continue to promote transformation and upgrading.
The Company will vigorously develop new trading

business models,

such as CMIPC’s

“‘R&D  +

manufacturing + trade” model, China National
Machinery & Equipment Import & Export (Suzhou)
Co., Ltd.’s “Internet + overseas operation platform”,
“cross-border e-commerce platform” established
through cooperation between CMEC General
Machinery Import & Export Co., Ltd.* and China
Machinery & Equipment (HK) Company Limited, etc.

China Machinery Engineering Corporation
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Successfully achieve new business
development. The Company has reached
a strategic cooperation with the Dingzhou
Municipal Government to jointly promote the
comprehensive utilization and development
of biogas (bio-natural gas), actively build a
special equipment production base for biogas
(bio-natural gas) comprehensive utilization, and
establish a manufacturing and comprehensive
utilization industrial technology center for bio-
gas (bio-natural gas).

Actively build technology-based trading
business. CMIPC begins to make preparations
for building CMEC Group New Materials
Research Institute. Preliminary ideas have
been put forward for the project of establishing
a joint venture laboratory in China through
cooperation between Engineering Machinery
Company and overseas experimental testing
institutions.

Continue to promote trade regionalization and
localization. After completing the Photovoltaic
EPC project in Curacao School, CMEC
International Trading Co., Ltd.* has formed
a business cluster and signed a number of
contracts for commercial Photovoltaic EPC
projects in many regions of the Caribbean
such as Panama, Costa Rica and Dominica.
Based on the existing housing projects in
Canada, the North American Regional Center
plans to drive warehousing-style trading
business to achieve “engineering + trade”.

In addition, the Company will continue to
strengthen system construction, strictly guard
against various risks, and steadily promote
synergy between sectors, all of which have
achieved certain results.
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(lll) Services Business

In the first half of the year, the tendering business of the
Company maintained the stability. The design consulting
business continued to accomplish the improvement.
The market development and business execution
status were good. The effect of technology funds and
technology incubation emerged, and internal and external
collaboration were further enhanced. In January, the post-
doctoral scientific research station that JiKan Research
Institute had applied for establishment was approved by
the state, and was also the Company’s first national-level
technological innovation carrier. In June, the Company
successfully held the first science and technology
conference, which comprehensively summarized the
status quo and capabilities of the Company’s scientific
and technological strength, and carefully analyzed the
specific tasks and needs of scientific and technological
development under the new situation, laying a foundation
for the Company to promote high-quality development
with science and technology in the next step.

China Machinery Engineering Corporation

FEMMREIRRAERAT

(Z)BRB XK

E¥F - RARBEBHORSR
EBRTER - Rt #HER
MERTT  MISRBMEBRT
REERIF - BHRES MR BRI
MR - ASMNED W R — 218
Re1H MEBIFtREBRILNE
TR TEERBEREL -
EhEREE BB KRR A
HE-6A RAKNAREE
BMERE  2EAET RAEIRE
HEMERMMES - BT
LS TR BERNABERM
B RAR N AR E
BEERRIT AR -



Management Discussion and Analysis

The following table sets forth the details of the Services
Business as of the Period, together with the comparative
figures for the Corresponding Period in 2018:

BEERWR DT

TREFE AN RE R XK
1BER2018F R L BE T

Six months Six months
ended 30 ended 30 Increase/
June 2019 % of total June 2018 (Decrease)
BZE2019F BZ20185
6A308 6A30H gm,/
E~fER 1HBE% LIERfEA (AD)
RMB million RMB million
ARBEET AREEET
Revenue WA Logistics services hliver s 193.9 17.9 1714 13.1%
Design services iR 452.8 41.8 381.2 18.8%
Tendering agency RERERS
services 13.9 1.3 13.8 0.7%
Export-import ENORERE
agency services 3.5 0.3 12.0 (70.8)%
Others it 418.4 38.7 415.9 0.6%
Total Bt 1,082.5 100.0 994.3 8.9%
Gross Profit E Total AF 289.3 100.0 302.0 (4.2)%

In general, the design consulting business in the first half
of the year mainly showed three characteristics:

First, the medium and large-sized survey and design
projects completed by the two design institutes under the
Company were gradually increasing, indicating that the
overall capabilities of the two institutes and their ability
to compete for projects in the market were constantly
improving, and the collection work was progressing
steadily, with a decrease in the gearing ratio of China
Machinery R&D.

Second, we had seized the development opportunity of
the country’s strategic industries. China Machinery R&D
obtained large contracts in the sectors of new energy and
environmental governance, and JiKan Research Institute
obtained large contracts in the sectors of subway and
transportation.
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V.

Third, the effect of driving the market was apparent
in terms of technological innovation. The two design
institutes under the Company had driven some new
markets by leveraging their advantages in sponge cities,
fabricated buildings, drones and subway automatic
monitoring technology.

HUMAN RESOURCES

As at 30 June 2019, the Group had approximately 5,010 (31
December 2018: 4,829) employees. Employees’ remuneration
comprises basic salary and performance salary. The
performance salary is determined according to the assessment
of the performance of all staff. The Company does not adopt
any pre- or post-IPO share award scheme or share option
scheme.

The Company provides systematic and effective training for
the employees. The Company also provides sustainable and
specific educational training for the senior management,
middle management as well as technical and operational staff
with a view to improving the quality and ability of the staff at
different levels.

FINANCIAL POSITION AND OPERATING
RESULTS

The following discussion should be read in conjunction with
the unaudited interim financial statements of the Group
together with the accompanying notes included in this result
announcement and other sections herein.

1. Overview

For the Period, both of the Group’s revenue and gross
profit increased to a certain extent, and the gross profit
margin of core businesses was still maintained at a
relatively high level.
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Revenue 2. WA
The Group generated its revenue from the International REERBAREHEITERE
Engineering Contracting Business, Trading Business and % BOEBRRBERS -

Services Business.

For the Period, the Group’s revenue amounted to RARRE  NEBMIKALAEA
approximately RMB13,938.7 million, representing an R #13,03878 81 WA &
increase of 15.7% as compared with the Group’s revenue 20184 A A Y g A A R
of RMB12,048.3 million for the Corresponding Period in 12,048.3 8 & T N15.7% ©
2018.
The following table sets out, for the periods indicated, the T&REFNAFTREIE A S E =
amount and percentage of the Group’s total revenue by EBoHEENBASERIGR
each of the Group’s three business segments: SEBWKANBSL
Six months ended 30 June
BZ6R30ALKER
2019 2018
20195 2018F

RMB million % of Total RMB million % of Total

ARBEER £EH% NREBET EE0%
International Engineering BN IRABER

Contracting Business

Power EWEA 6,646.4 4.7 4,983.0 43
Transportation and Telecommunications RBEERETEA 166.7 1.2 6125 5.1
Non-Core Sectors FrLiE 27984 20.1 18305 15.2
Trading Business U3
International Trade BBES 2,935.6 211 3,158.3 2.2
Domestic Trade ey 309.1 22 460.7 39
Services Business BEER 1,082.5 Al 994.3 83
Total @it 13,938.7 100.0 12,048.3 100.0
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1)

International Engineering Contracting
Business

For the Period, the Group’s revenue generated from
the International Engineering Contracting Business
amounted to RMB9,611.5 million, which accounted
for 69.0% of the Group’s total revenue for the Period,
representing an increase of 29.4% as compared
with approximately RMB7,426.0 million for the
Corresponding Period in 2018, primarily due to the
increase in the revenue generated from the Power
and Non-Core Sectors.

For the Period, revenue from the Power Sector
amounted to RMB6,646.4 million, representing an
increase of 33.4% as compared with RMB4,983.0
million for the Corresponding Period in 2018,
primarily due to the significant progress in the power
station projects in Asia during the Period.

For the Period, revenue from the Transportation
and Telecommunications Sector amounted to
RMB166.7 million, representing a decrease of
72.8% as compared with RMB612.5 million for
the Corresponding Period in 2018, primarily due to
the significant progress in the railway improvement
project in South America during the Corresponding
Period in 2018.

For the Period, revenue from the Non-Core Sectors
amounted to RMB2,798.4 million, representing an
increase of 52.9% as compared with RMB1,830.5
million for the Corresponding Period in 2018,
primarily due to the significant progress achieved by
the water plant and water supply projects in Asia and
Africa, which generated higher revenue as compared
with that for the first half of 2018.

China Machinery Engineering Corporation
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2)

3)

Management Discussion and Analysis
EEENWR DN

Trading Business

For the Period, the Group’s revenue generated from
the Trading Business reached RMB3,244.7 million,
which accounted for 23.3% of the Group’s total
revenue for the Period, representing a decrease of
10.6% as compared with RMB3,628.0 million for
the Corresponding Period in 2018, primarily due to
the decreases in both the revenue from international
trade and domestic trade.

For the Period, revenue from the international trade
amounted to RMB2,935.6 million, represents a
decrease of 7.1% as compared with RMB3,158.3
million for the Corresponding Period in 2018,
primarily due to a decrease in the business volume
of chemical products business.

For the Period, revenue from domestic trade
amounted to RMB309.1 million, representing a
decrease of 34.2% as compared with RMB469.7
million for the Corresponding Period in 2018,
primarily due to a decrease in the business volume
of domestic chemical product trading business.

Services Business

For the Period, the Group’s revenue generated from
the Services Business amounted to RMB1,082.5
million, which accounted for 7.7% of the Group’s
total revenue for the Period, representing an increase
of 8.9% as compared with RMB994.3 million for
the Corresponding Period in 2018, primarily due to
an increase in business volume of design sector as
compared with the Corresponding Period in 2018.

Cost of Sales

For the Period, the Group’s cost of sales amounted

to RMB11,835.3 million, representing an increase of
17.1% as compared with RMB10,108.5 million for the
Corresponding Period in 2018.

2)

3)
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Management Discussion and Analysis
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4. Gross Profit and Gross Profit Margin 4. EFRERE
1) Gross profit 1) EF

During the Period, the Group’s gross profit amounted RAHHE  AEENEFNA
to RMB2,1083.3 million, representing an increase of ARB2103.3B 8 L' &
8.4% as compared with RMB1,939.7 million for the 20184 [A] Bf A R #1,039.7
Corresponding Period in 2018. AETILNG.4% o
Gross profit of the Group for the Period consists of RAHE  NEEEFEK
the following: BERT

Six months ended 30 June

HZ6A30R1EAHEA
2019 2018
2019% 2018F
RMB million % of Total RMB million % of Total
AREBET BN % NEEBET BER%
International Engineering BERIBAEER
Contracting Business
Power EWEA 1,252.6 59.6 1,126.3 58.1
Transportation and RBEGRETEA
Telecommunications 39.8 1.9 125.4 6.4
Non-Core Sectors ERNLTE 297.0 14.1 154.5 8.0
1,589.4 75.6 1,406.2 72.5
Trading Business ERER
International Trade BRES 196.2 9.3 195.2 10.0
Domestic Trade NES 284 14 36.3 1.9
224.6 10.7 231.5 11.9
Services Business REER 289.3 13.7 302.0 15.6
Total @t 2,103.3 100.0 1,939.7 100.0
44 China Machinery Engineering Corporation
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International Engineering Contracting
Business

For the Period, the Group’s gross profit from the
International Engineering Contracting Business
amounted to RMB1,589.4 million, which
accounted for 75.6% of the Group'’s total gross
profit for the Period, representing an increase
of 13.0% as compared with RMB1,406.2 million
for the Corresponding Period in 2018, primarily
due to the increases in gross profit in the Power
and Non-Core Sectors.

For the Period, the Group’s gross profit from the
Power Sector amounted to RMB1,252.6 million,
representing an increase of 11.2% as compared
with RMB1,126.3 million for the Corresponding
Period in 2018, primarily due to the significant
progress in the power station projects in Asia
during the Period.

For the Period, the Group’s gross profit from the
Transportation and Telecommunications Sector
amounted to RMB39.8 million, representing
a decrease of 68.3% as compared with
RMB125.4 million for the Corresponding Period
in 2018, primarily due to the significant progress
in the railway improvement project in South
America during the Corresponding Period in
2018.

For the Period, the Group’s gross profit from
the Non-Core Sectors amounted to RMB297.0
million, representing an increase of 92.2%
as compared with RMB154.5 million for the
Corresponding Period in 2018, primarily due
to the significant progress achieved by the
water plant and water supply projects in Asia
and Africa, which generated higher gross profit
margin.
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Management Discussion and Analysis

BEERWR D

i)

iif)

Trading Business

For the Period, the Group’s gross profit from
the Trading Business amounted to RMB224.6
million, which accounted for 10.7% of the
Group’s total gross profit for the Period,
representing a decrease of 3.0% as compared
with RMB231.5 million for the Corresponding
Period in 2018, primarily due to a decrease
in the business volume of domestic chemical
product trading business.

Services Business

For the Period, the Group’s gross profit from
the Services Business amounted to RMB289.3
million, which accounted for 13.7% of the
Group’s total gross profit for the Period,
representing a decrease of 4.2% as compared
with RMB302.0 million for the Corresponding
Period in 2018, which was primarily due to a
decrease in the gross profit of export-import
agency services.
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Management Discussion and Analysis
EEENWR DN

2) Gross profit margin 2) EFE
During the Period, the Group’s gross profit margin RAERE - AEE®HER X
was approximately 15.1%, representing a #915.1% + 82 - F[F BAMEL
slight decrease as compared with that for the MBI o

Corresponding Period of last year.

Gross profit margins of the Group for the Period MRAEE - NEBENEE
consist of the following: RIBRIAT

Six months ended 30 June

HZ6A30ALAMEA
2019 2018
2019% 2018%
% %
International Engineering Contracting Business ARIRABER 16.5 18.9
Power ENER 18.8 22.6
Transportation and Telecommunications REEHREFEA 23.9 205
Non-Core Sectors FRLTE 10.6 8.4
Trading Business Ea%E 6.9 6.4
International Trade HRES 6.7 6.2
Domestic Trade NES 9.2 77
Services Business FRAs %15 26.7 304
Total @t 15.1 16.1
i) International Engineering Contracting ) BB TREAEERE
Business
For the Period, the Group’s gross profit margin RAHIRE - NREBRREB
for the International Engineering Contracting TRRABEBHERNE
Business was 16.5%, as compared with #16.5% * M20184F A
18.9% for the Corresponding Period in 2018, H1/4518.9% + H120184F
representing a slight decrease as compared to FIEAAELL B B FEIK o
the Corresponding Period in 2018.
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For the Period, the gross profit margin of the RAEME - & heelR
power sector was 18.8%, as compared with TEEMNER18.8% °
22.6% for the Corresponding Period in 2018, 20184 [ Hi Al A&
representing a slight decrease as compared to 22.6% * B2018FHEH
the Corresponding Period in 2018, which was P& (X - £ 2 /B 1R2018
primarily due to a higher gross profit margin FRAERRKRIEEN
arising from the projects with substantial progress EFEERE -

for the Corresponding Period in 2018.

For the Period, the gross profit margin of the RAEE  RBERK
transportation and telecommunications sector BFEMITEENER
was 23.9%, as compared with 20.5% for the 23.9% * M20184E[7) &
Corresponding Period in 2018, primarily due to Bl A20.5% °c T EHR
an increase in gross profit margin from the railway MEMBEEIGEIRR E
improvement project in South America as compared A &R &2018FE R A
with the Corresponding Period in 2018. Firsg&pn o

For the Period, the gross profit margin of the MRAERRE - R AOAT
Non-Core Sectors was 10.6%, representing an ¥(EFEAE10.6%  H
increase of 2.2% as compared with 8.4% for the 20184 [A] HA 198.4%LL
Corresponding Period in 2018, primarily due to EINT22% £EMH
a higher gross profit margin from the water plant A IEM K BRIE B 778 HR
projects in Africa with substantial progress for MARKERBEFH X
the Period. Be e

i) Trading Business i) BBERE
For the Period, the gross profit margin of RAHE  AEEE S
the Group’s Trading Business was 6.9%, as X EFE R6.9%
compared with approximately 6.4% for the 20184 A B Bl 40 /&
Corresponding Period in 2018, which was 6.4% TZHRER
primarily due to an improvement of gross B EBENENRFA
profit margin of grain trade and a decrease of AREENEEBER
business with low grass profit margin. B e
ii)  Services Business iif)  HRIEFTE

For the Period, the gross profit margin of RAEME - N&ER
the Group’s Services Business was 26.7%, BEBNENEXA
representing a decrease of 3.7% as compared 26.7% * Mm20184F [7] &
with about 30.4% for the Corresponding Period B4 530.4% © TB&T
in 2018, primarily due to which was primarily 37% FEHRKAH
due to a slight decrease in gross profit margin of BESR SN GRS IRS
the design service for the Period as compared TR E T MRS
with that for the Corresponding Period of last O RIEARBSH EF
year and a decrease in gross profit margin of TBE o

export-import agency service.
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Management Discussion and Analysis

Other Revenue

For the Period, the Group’s other revenue was RMB10.3
million, representing a decrease of 84.3% as compared
with RMB65.4 million for the Corresponding Period in
2018, primarily due to the impact of adjustment to the
structure of financial management.

Other Income, Net

For the Period, the Group’s other income, net was
RMB16.5 million, as compared with RMB12.3 million
for the Corresponding Period in 2018. The increase was
primarily due to a decrease in losses from disposal of
properties and equipment and an increase in gains from
bargain purchase recognised in other income.

Selling and Distribution Expenses

For the Period, the Group’s selling and distribution
expenses were RMB470.9 million, representing a
decrease of 3.1% as compared with RMB486.1 million
for the Corresponding Period in 2018, primarily due to
the decrease in expenses for domestic and overseas
business trips and business entertainment.

Administrative Expenses

For the Period, the Group’s administrative expenses were
RMB540.6 million, representing an increase of 10.1% as
compared with RMB490.9 million for the Corresponding
Period in 2018, primarily due to an increase in labor costs.

Impairment losses on financial and contract
assets, net

The impairment losses of financial and contract assets of the
Group were RMB117.8 million for the Period, as compared
with RMB125.5 million for the Corresponding Period in
2018, which was mainly due to the decreases in the loss
allowance for impairment of trade receivables and other
receivables of the Company for the Period.
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10. Other Operating Expenses

11.

12.

For the Period, the Group’s other operating expense
was RMB1.1 million, as compared with RMB8.1 million
for the Corresponding Period in 2018. The decrease was
primarily due to a decrease in provisions for impairment
of inventories of the Company for the Period.

Profit from Operations

For the Period, the Group’s profit from operations was
RMB999.7 million, representing an increase of 10.2% as
compared with RMB906.9 million for the Corresponding
Period in 2018. This increase was primarily due to the
combined effect of the increases in gross profit, sales
and distribution expenses and administrative expenses
as well as the decreases in other revenue and other
operating expenses.

Finance Income/Finance Expenses

For the Period, the Group’s finance income was RMB262.1
million, representing an increase of 12.1% as compared
with RMB233.8 million for the Corresponding Period in
2018. For the Period, the Group’s finance expenses were
RMB135.9 million, representing an increase of 254.8%
as compared with approximately RMB38.3 million for the
Corresponding Period in 2018. This change was primarily
due to a decrease in net exchange income, the increases
in finance income on receivables from customers and
interest expenses. As a result, for the Period, the Group’s
net finance income was RMB126.2 million, as compared
with the net finance income of RMB195.5 million for the
Corresponding Period in 2018.
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13.

14.

15.

16.

Management Discussion and Analysis
EEENWR DN

Income Tax

For the Period, the Group’s income tax was RMB258.1
million, representing a decrease of 13.2% as compared
with RMB297.3 million for the Corresponding Period
in 2018, primarily due to the adjustment of income tax
expenses of previous periods.

Profit for the Period

As a result of the foregoing, the Group’s net profit
increased by 9.8% to RMB980.3 million for the Period as
compared with RMB893.1 million for the Corresponding
Period in 2018, and its net profit margin decreased by
0.4% to 7.0% for the Period as compared with 7.4% for
the Corresponding Period in 2018, basically even with the
Corresponding Period in 2018 on a comparable basis.

Profit Attributable to the Owners of the Parent

The profit attributable to the owners of the parent
increased by 10.0% to RMB981.5 million for the Period as
compared with RMB892.4 million for the Corresponding
Period in 2018.

Profit Attributable to the Holders of Non-
Controlling Interests

The profit attributable to the holders of non-controlling
interests of the Group amounted to a net loss of RMB1.2
million for the Period as compared with a net profit of
RMBO0.7 million for the Corresponding Period in 2018.
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17. Liquidity and Capital Resources

As at 30 June 2019, the Group’s cash and cash
equivalents decreased by 17.0% to RMB17,752.4
million as compared with RMB21,383.6 million as at 31
December 2018.

As at 30 June 2019, the Group’s borrowings decreased
by approximately 34.7% to RMB642.7 million as
compared with RMB984.8 million as at 31 December
2018. RMB597.6 million (including RMB9.7 million of
long-term borrowings due within one year) was short-term
borrowings and the remaining amount of RMB45.1 million
was long-term borrowings.

18. Major Investment

No significant investment in associates and joint ventures
was increased during the Period.

19. Subsequent Events

There are no subsequent events occurred after 30 June
2019, which may have a significant effect on the assets
and liabilities on future operations of the Group.

LIQUIDITY

Our principal sources of funds have been cash generated
from operations and various short-term and long-term bank
borrowings and lines of credit, as well as equity contributions
from Shareholders. Our liquidity requirements derive primarily
from our working capital needs, purchases of fixed assets and
the servicing of our indebtedness.

We have historically met our working capital and other liquidity
requirements principally from cash generated from operations
and financed the remainder primarily through bank borrowings
and proceeds from the listing of the H Shares on the Stock
Exchange on 21 December 2012 (the “Listing”).

China Machinery Engineering Corporation

FEMMREIRRAERAT

Management Discussion and Analysis
EEENWER DN

17. RBEERELFER

B Z2019F6H30H © K &
WEeLREEBYWRARE
17,752.4B &7t - 20185124
31H AR¥21,383.66 &R
17.0% °

B Z£2019F6 A30H ' AEEH
BEEBARMGCIZTAETL &
201812 A31H A R #984.8H
BILR A #34.7% - AR¥597.6
BEL (BEARBL7TEELR
—FRIPNRAEE) B8 H
BE MEBARBSAEET
AREEE -

18. FERE

AEFERFIE W E QR AMA 2
NRAMEBAKE -

19. HIREE

A20194E6 A30R 1% I 1 3% A4 (T
A AEERREENEERE
BEREEAFENRESE -

BPNESTEZRAKLLEMEENR
T ZSEEHMLERBMRTEENER
BEARERIE - HANRDES
FRIBRELEEENFE BE
Bl E & E REERFINER

—HUR  BRMETESLEMEEN
ReRmBEEEeMNEMREES
EX O mMEsGeBEEERBRTEER
MHRZ R 2012FE12 A21 B EBE X Fi +
m (kW) FriSFaERE -



Management Discussion and Analysis

Cash Flows

The following table sets forth a summary of our cash
flows for the Period, with the comparative figures for the
Corresponding Period in 2018:

BEERWR DT

R |
TREIIRBALBEO RS 7
SR BA018ERBM LB
By

Six months ended 30 June

HZ6H30H1E<EA
2019 2018
20194 20184
(RMB million) (RMB million)

(AR®EEHET) (AE¥BET)

Net cash flows from/ KEEBAE(FTR) &

(used in) operating activities WEMEFHE (3,865.9) 44.5
Net cash flows from REEBEH

investing activities WEMEFHE 626.9 102.0
Net cash flows from/ BMEFZBME(FTA) B

(used in) financing activities REmEFHE (411.4) 254.1
Net increase/(decrease) ReEMREEEWHEMN,

in cash and cash equivalents CRi ) F58 (3,650.4) 400.6
Cash and cash equivalents REETHRE R

at the beginning of the Period ReEBY 21,383.6 21,479.3
Effect of foreign exchange RS FE

rate changes, net 19.2 129.4
Cash and cash equivalents REREANIRE &

at the end of the Period WREFEY 17,752.4 22,009.3

As at 30 June 2019, the Group’s cash and cash
equivalents decreased by 17.0% to RMB17,752.4
million as compared with RMB21,383.6 million as at 31
December 2018. The cash and cash equivalents are
mainly denominated in RMB.

B 220196 A30H ' AEEH
RBekBeEBEUWHNARARE
17,752, 4B BT - ME 220185
12A31H Al AR21,383.68
B BRIEA17.0% - ReRIR
SEEBMEZUAREEE -
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Cash Flows from Operating Activities

For the Period, we had net cash flows used in operating
activities of RMB3,865.9 million. Net cash used in
operating activities was a result of operating profit
before changes in working capital in the amount of
RMB1,238.4 million, a cash outflow of RMB4,640.3
million due to changes in working capital and income
tax paid in the amount of RMB504.4 million. The
change in working capital mainly included the decrease
of RMB1,552.0 million in contract liabilities, the increase
of RMB392.9 million in contract assets, the increase of
RMB2,046.9 million in trade and other receivables, and
the decrease of RMB566.8 million in trade and other
payables.

Cash Flows from Investing Activities

For the Period, our net cash flows from investing
activities were RMB626.9 million. The net cash inflow
of our investment activities was from the net inflow of
RMB668.3 million in bank deposits with maturity of
over three months, the net inflow of RMB171.4 million
in restricted cash and outflow of RMB213.6 million in
investments associates and joint ventures.

Cash Flows from Financing Activities

For the Period, our net cash flows used in financing
activities were RMB411.4 million. Our main cash
outflow used in financing activities primarily consisted of
repayment of borrowings in the amount of RMB1,732.2
million. Cash inflow primarily consisted of borrowings
raised in the amount of RMB1,390.2 million.
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Management Discussion and Analysis

Capital Expenditures and Capital Commitments

Our capital expenditures primarily consisted of the
purchase of property, plant and equipment, investment
properties, lease prepayments and intangible assets.
The Group’s capital expenditures decreased by 23.4%
to RMB131.3 million for the Period as compared with
RMB171.4 million for the Corresponding Period in 2018,
mainly due to a decrease of input in the construction
of the Group’s infrastructure projects of fixed assets
as compared with that for the Corresponding Period in
2018.

Our capital commitments mainly include the value of
contracts signed but not yet completed of engineering
work under construction and investment business.
On 30 June 2019, the capital commitments of the
Group was RMB643.3 million, representing a decrease
of 33.8% as compared with RMB971.2 million on
31 December 2018. It was mainly attributable to a
decrease in the value of contracts signed but not yet
paid for infrastructure projects of fixed assets and a
decrease in capital contributions .

Working Capital

(a) Trade and other receivables

Our trade and other receivables primarily consist of
trade and bills receivables, advances to suppliers,
other receivables related to agency services
and amount due from or advances to fellow
subsidiaries.

The following table sets forth the turnover
days of the average trade receivables and the
turnover days of the average trade payables of
the Company for the Period, together with the
comparative figures for the Corresponding Period
in 2018:
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Six months Six months
ended 30 June ended 30 June
2019 2018
BZ2019% BZ2018%
6A30AH 6H30H
IEAR{EA AR
days days
PN | R
Turnover days of the average trade FHEZRETENEERE
receivables (Note 1) (Hizt1) 133.0 96.0
Turnover days of the average trade THE SENFENEEXE
payables (Note 2) (H1#t2) 253.0 289.0
Note 1:  The average trade receivables are the sum of WiFr . FHEZEREFIETDGE S E
opening balance and the closing balance of trade WRkoR J RN SR AR (FNBR R AR
receivables and bills receivable (net of allowance of 1) BV e R E R A R 0 AR AN
doubtful debts) divided by two. The turnover days BR-GE - FHEBESEKRK
of the average trade receivables are the average ERBEXBTIGFIIE S E
trade receivables divided by total revenue and Yo sR I8 B A 48 I A B 3R IA 18015
muttiplied by 180. Hie
Note 2:  The average trade payables are the sum of Mz . FHBESENRBTEE S E

opening balance and the closing balance of
trade payables and bills payable divided by two.
The turnover days of the average trade payables
are the average trade payables divided by cost
of sales and multiplied by 180.
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Management Discussion and Analysis

The following table sets forth the aging analysis
of trade and bill receivables (net of allowance of
doubtful debts) based on the invoice date as at 30
June 2019 and 31 December 2018:

BEERWR DT

TR & E =201996 530
H K2018%F12A31H & 5
FEURIE R B R & (kR
REREH) REZ2H MK

BT -
As at 30 June As at 31 December
2019 2018
R2019% 1201845
6A30H 12H31H
(RMB million) (RMB million)
(ABBEET) (AREEET)
Within 3 months 3ME AR 7,105.2 5,820.7
3 months to 6 months SEAZE6MEA 737.4 299.8
6 months to 1 year 6lEAZ1F 2,381.1 1,297.3
Over 1 year ik 1,492.1 1,447.3
11,715.8 8,865.1

The Group’s credit policies with its customers
for the Period remained the same as that for the
Corresponding Period in 2018. We continuously
enhanced our management of trade and bills
receivables to reduce our exposure to doubtful
debts. In addition, we made allowance for doubtful
debts after fully considering the nature of trade
and bills receivables and their collectability. As
of 30 June 2019, allowance for doubtful debts
for our trade and bills receivables amounted to
RMB1,965.6 million, accounting for 14.4% of
our trade and bills receivables, compared with
RMB1,919.2 million, accounting for 17.8% of our
trade and bills receivables as of 31 December
2018.

RAHE  AEEHAEP
712 B B K 8120184 [F H3
MR - ZPITENRE 5 E
WRIBRERERNER
WA SR BT A& E B R ER A
%o WIN RNEREFE
WARTBE R EREENEE &
Hu el &% HMER
REHIRE M - B 220195
6H30F - B E 2 E U
FIEK EWERERRE
Bi#AEARM1,06568 &
T EEME ZENFIER
JEWZEIEM14.4% - ME 2
2018F12A31H Al A AR
#1,919.28 & 7T+ 15 & M
B 5 WA R EREER
17.8% o
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(b) Trade and other payables (b) EZREMESE

Our trade and other payables primarily consist of
trade and bills payables, other payables related
to agency services, accrued salaries, wages and
benefits and amounts due to fellow subsidiaries.

The following table sets forth the aging analysis of
our trade and bills payables based on the invoice
date as of 30 June 2019 and 31 December 2018:

BRI E 5 M H e IR
TZEREZRNTALE
RERE - IR IRESAE #E & H
oM FIR - EatHE - T
B R Aa M DA B e A [R5 Y

NGIE/S

TREFE Z=201996 A30
B &2018%F12A31H #& 1M
B S RN FEMEN IR
BEHHMRRST

As at 30 June As at 31 December

2019 2018

R2019%F 720185

6A30AH 12A31H

(RMB million) (RMB million)

(AR¥EET) (AREEET)

Within 3 months SEALAA 5,093.2 5,627.4
3 months to 6 months 3EAZE6MEA 969.9 739.8
6 months to 1 year EEIE:S 2,267.1 1,819.9
Over 1 year NS 8,305.1 8,489.0
16,635.3 16,676.1

The Group’s credit policies with its suppliers for the
Period remained the same as that for 2018.
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VI. INDEBTEDNESS

Borrowings

Our consolidated borrowings as of 30 June 2019 and

31 December 2018 for the purpose of calculating the

Management Discussion and Analysis

BEERWR DT

VI. B

1. &8

H ZE2019%6 A30H M2018F12 A
318 ZMA UG ERRRES

indebtedness of our Company were as follows: WEEEDRT
As at As at
30 June 31 December
2019 2018
120195 720184
6H30H 12H31H
(RMB million) (RMB million)
(AR¥EET) (AR FET)
Current: e
Short term bank loans RARRITE N
Unsecured mER 383.9 640.1
Secured BER 204.0 228.5
Subtotal INET 587.9 868.6
Add: current portion of mn: REIRITER
long term bank loans HmENEB 9.7 9.8
Subtotal INET 597.6 878.4
Non-current: B :
Long term bank loans RAEBIRITE R
Unsecured |IER 3.4 61.0
Secured BER 51.4 55.2
Subtotal et 54.8 116.2
Less: current portion of B REBIRTTE K
long term bank loans K ENEB 9.7 9.8
Subtotal INEF 45.1 106.4
Total et 642.7 984.8
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Our short term borrowings primarily included credit
borrowings, mortgage borrowings and pledge borrowings
from commercial banks and other financial institutions. As
at 30 June 2019, our short term borrowings (including
the current portion of long term borrowings) amounted
to RMB597.6 million, accounting for 93.0% of our total
borrowings.

Our long term borrowings primarily included credit,
mortgage and pledge borrowings from commercial
banks and other financial institutions. These included
bank borrowings related to projects financed by export
seller’s credit, with the total balance of such borrowings
(excluding the current portion of long term borrowings)
amounting to approximately RMB45.1 million as at 30
June 2019. As at 30 June 2019, our long term borrowings
(including their current portion) amounted to RMB54.8
million, accounting for 8.5% of our total borrowings. The
decrease in our interest-bearing borrowings to RMB642.7
million as at 30 June 2019 was primarily due to the
decreases in both short term borrowings and long term
borrowings during the Period.

All borrowings were denominated in RMB, USD, CAD
and JPY and were subject to interest rates ranging from
1.55% to 7.00% per annum.
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There had been no material defaults in repayment of our
bank borrowings and breaches of the finance covenants
during the Period. The maturity profile of our interest-
bearing borrowings as at 30 June 2019 and 31 December
2018 was as follows:

RAHIRE  RAEERERITEE
TEBEERENER  TE
BEERBEZONER - BZ
2019576 30H K2018F12A31H -

HAWEEEE

JERR T -

As at As at
30 June 31 December

2019 2018

20195 720184

6A30H 127311

(RMB million) (RMB million)

(AREEET) (AEEBET)

Within 1 year or on demand TEUNARERER 597.6 878.4
After 1 year but within 2 years 1FE2F 9.8 67.4
After 2 years but within 5 years 2FE5EF 26.6 26.8
After 5 years 5L 8.7 12.2
Total @5t 642.7 984.8

The Group monitors its capital on the basis of gearing
ratio. Gearing ratio is derived by dividing total borrowings
by total assets and multiplied by 100%. As of 30 June
2019, the Group’s gearing ratio was 1.2%, 0.6% lower
than 1.8% as of 31 December 2018, mainly due to the
repayment of borrowings.

Contingent Liabilities

The Group was involved in a number of legal proceedings
and claims against either the Company or the subsidiaries
of the Company in the ordinary course of business.
While the outcomes of such contingencies, lawsuits or
other proceedings cannot be determined at present, the
Directors believe that any resulting liabilities will not have a
material adverse impact on the financial position, liquidity
or operating results of the Group.

REEBNERLETEEERE
Ko BEREETEEE LR
B EBEHRIA100%E H o &
£2019F6A30H  "EEMIE
B EAE1.2%  BE £2018F
12A31H M1.8% T f&0.6% © =
ZHREEEE -

FEEE

AEERBEEBD S RZ R
AR B HAR B E QR A
RIFRL B - AR RIARRE
EREFXNBEMN - FRHEMX
REFNER  EFHEEMAH
BB ErEHAEEN
BN - RBEC AR EREE
EEBRTNEE -
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VIIl. RISK FACTORS AND RISK MANAGEMENT

We are exposed to various types of risks, including currency
risk, interest rate risk, credit risk, liquidity risk, competition risk
and investment risk, etc., in the normal course of our business.
Our management continuously monitors our exposure to these
risks to ensure appropriate measures are in place and are
implemented in a timely and effective manner.

Currency Risk

Currency risk arises primarily from sales and purchases
and our International Engineering Contracting Business
overseas and overseas financing which give rise to
receivables, payables and cash balances that are
primarily denominated in U.S. dollars and Euros. As
a matter of policy and in compliance with the PRC
laws and regulations, we are not allowed to widely
engage in hedging activities. Therefore, we entered into
foreign currency forward contracts to lock in the value
in RMB for some of our future cash receipts, primarily in
respect of the proceeds of our international engineering
contracting projects to reduce our currency risk and to
obtain certainty of forecasted income generated from
the deferred payments to be received from the project
owners. The Group maintains and follows the internal
policies and controls for managing the use of derivative
financial instruments and will not participate in pure
speculative arbitrage activities.

Interest Rate Risk

Interest rate risk arises primarily from borrowings and
bank deposits, of which the borrowings bearing interests
at variable rates and at fixed rates expose us to
cash flow interest rate risk and fair value interest rate
risk, respectively. The Company regularly reviews and
monitors the mix of our fixed and variable rate
borrowings, either through managing the contractual
terms of interest-bearing financial assets and liabilities
or using of interest rate swaps in order to manage our
interest rate risks.
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Management Discussion and Analysis

Credit Risk

Our credit risk is primarily attributable to trade and other
receivables. The Company has a credit policy in place
and our exposure to these credit risks is monitored
on an ongoing basis. With respect to the International
Engineering Contracting Business, credit terms granted
are negotiated individually on a case-by-case basis and
are set forth in the relevant engineering contracting
contracts. The Company conducts monthly reviews of
credit risks and end-of-credit-term period reviews to
determine if the Group needs to make any necessary
provisions for credits that we have extended to customers.
We evaluate our customer’s credit status and repayment
capability through establishing an appropriate business
evaluation system. Meanwhile, we implemented the policy
to buy export credit insurance. For the Trading Business,
the Company and the trading subsidiaries are required to
buy unified export credit insurance from Sinosure; for the
International Engineering Contracting Business financed
by export seller’s credit, the Group typically buys export
credit insurance from Sinosure for its projects to meet its
financing needs as well as to control credit risk for trade
and other receivables.

Liquidity Risk

Liquidity risk is the risk that the Group is unable to
raise sufficient funds at the balance sheet date to meet
its financial obligations when they fall due. To manage
liquidity risk, the Company prepares both annual and
quarterly financial budgets which include budgeting for
capital and utilization of credit facilities to plan and
consolidate various financial resources to meet the
needs of its business, operations and development.
Furthermore, the Group monitors and maintains a level of
cash and cash equivalents the management considered
adequate to finance its operations and mitigate the effects
of fluctuations in cash flow.
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Competition Risk

The Group competes with both domestic and foreign
contractors for the International Engineering Contracting
Business. Competition generally stems from price,
design, variety of the services provided, service quality,
financial solutions, business models and environmental
standards. Similar to other Chinese contractors in the
industry, the Group faces competition from engineering
contractors with advanced technology from the developed
countries such as the U.S., Japan and various European
countries as the latter have relatively large competitive
advantages in global branch networks, information
collection, management and construction capabilities,
adaptability and brand recognition, among other areas.
The Company will continue to leverage our competitive
advantage in pricing, especially for projects in the
developing countries, benefiting from more competitive
labor cost and equipment price. The Company will also
continue to leverage the cooperation between the PRC
government and foreign governments (especially those of
the developing countries) to compete with both domestic
and foreign contractors.

The Group competes with both Chinese and foreign
companies for the international trading business.
Competition with Chinese companies engaged in the
international trading business focuses on price, range
of products and range of suppliers and clients, whereas
competition with foreign companies focuses on the price
and quality of products manufactured by Chinese and
foreign suppliers. While competition in the international
trading market is intense, given this market is considerably
vast, the Company will continue to compete with the
Chinese and foreign companies by capitalizing on our
financing capabilities and value-adding services. With
more than 40 years of operating history in the inter
national trading business, the Directors believe the Group
has an edge over our PRC competitors within the industry
in terms of our extensive sales and marketing networks,
long-established experiences in the international trading
market, well-trained business talents, strong capabilities
in providing financing solutions and good reputation.
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Management Discussion and Analysis

Investment Risk

Investment risk mainly represents any discrepancy
between actual return and anticipated return from
investment. Investment risk is caused by factors which
are out of the Company’s control or contingent factors
which cannot be ascertained when making an investment
decision, relevant advance payments for certain
projects, decrease of investment in infrastructure by
non-governmental investment institutions resulting from
changes in policies, significant outlay of working capita
over extended period of time, and governmental approvals
from and regulatory compliance with various governmental
departments when implementing the investment projects.
The Company has set up an investment review committee
and engaged independent third parties such as financial
advisors, taxation advisors and legal counsels during
the investment process to carry out comprehensive
due diligence, analysis and deliberation with a view to
improving the level of decision-making in investment and
managing investment risks.
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Country Risk from Overseas Business

Currently, most of the projects of our International
Engineering Contracting Business are conducted
overseas, especially in developing countries or less-
developed regions including some countries and regions
in constant social or political turbulence. Our International
Engineering Contracting Business is therefore subject
to constantly changing economic, regulatory, social and
political conditions in the overseas jurisdictions in which
we conduct business or operate our projects.

To the extent that the Group’s overseas business or
operations is affected by unexpected and adverse foreign
economic, regulatory, social and political conditions,
the Group may experience project disruptions, losses
of assets and personnel, and other indirect losses.
In some of the high-risk locations where the Group
has employees, business or operations, the Group may
incur additional costs in safeguarding our personnel and
assets. The Company typically seeks to manage potential
losses through contractual arrangement which protects
us against liabilities due to force majeure and provides
for indemnities from project owners, subcontractors and
suppliers, as well as purchase of construction, installation
and engineering all-risks insurance and third-party liability
insurance.

China Machinery Engineering Corporation

FEMMREIRRAERAT

I B B LB

CBRPIRE DAY E ,T\I&%K
\L%i‘ﬂlﬁﬁ REINETT - B H
EERAE R FREE %mm
B BEReiE Lt BUAR
BESHEREME - Bl - &
BIREABEBERMETES
HACETHE MEINEEERAR
WHT%EHW%@ EE 4
gREBUABERTE -

AR B FINFEBREEZD
%ﬂZ%&$ﬂm%lﬁ@ B

HERBUABRATE A&
lwaFﬁﬁxﬁ‘ﬁﬁﬁA
BEAREMBEEE £
REEBEBEE  EHREEN
SRBMER  REBESIGEL
BINKARUREREMIABRE
E- AR —RSKBEBERAL
PR B R PIRA T 0 B &
ENEARETEEEEE 58
AR EREL RERE - WE
ERBEREE ZERIE YK
ARE=FEERRE - AEGDE
L&A -



Management Discussion and Analysis

Safety and Quality Risk

Due to the nature of construction work involved in
our International Engineering Contracting Business, the
Group’s projects may involve certain inherently dangerous
activities, including operations on aerial platform,
underground construction, use of heavy machinery and
working with flammable and explosive materials. Despite
that the Company ensures compliance with the requisite
safety requirements and standards, we are subject to the
inherent risks of geological catastrophes, fire, toxic gas,
equipment failure and explosion and so on. Besides, our
employees are subject to the personal risks caused by
unstable safety environment. Any personal injury or loss
of life our employees may suffer, damage to or destruction
of properties and equipment and other losses caused
by force majeure in the situations mentioned above
would result in the delay in our engineering contracting
projects, extended construction time and efforts of our
management, suspension of our operations or even
imposition of legal liabilities. The Company endeavors to
lower our exposure to the abovementioned potential risks
associated with our International Engineering Contracting
Business by taking measures including making contractual
arrangements with the project owners in the event of
disruption to the projects due to force majeure, seeking
indemnities from the project owners, subcontractors
and suppliers, purchasing construction, installation
and engineering all-risks insurance, third-party liability
insurance and personal accident insurance, strengthening
our internal control system on ensuring a safe and high
quality working environment for our projects, as well
as maintaining close communications with the project
owners and local governmental authorities.
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Post-project Transfer Risk

Our international engineering contracting projects are
contractually completed after the warranty period expires
and the project owner issues a final acceptance certificate.
During the course of actual use and operation by the
project owner, operational or quality issues may arise due
to natural factors such as hurricanes and tsunamis or
improper operation or maintenance by the project owner’s
operational staff. According to the contracts, the Group is
then no longer liable for any warranty obligations or other
liabilities. However, since some projects are associated
with national interests and people’s livelihood or bear
significant influences in the local areas, any flaws or
defects in quality that occur after project completion may
adversely compromise our reputation, as well as having a
negative impact on customers’ overall evaluation on us.
Some of the project owners may require us to bear costs
for continuous maintenances or replacement of relevant
components, causing us losses not foreseeable under the
contracts. Since corporate reputation is the cornerstone
for our expansion of markets, the Company will continue
to step up the training for the project owner’s operational
staff and endeavor to enter into operational maintenance
support contracts with the project owners, so as to
enhance the operational and maintenance capabilities of
the project owners’ operational staff and avoid or reduce
the quality issues caused by improper manual handling
as far as possible. At the same time, the Company
emphasizes on the cultivation of core markets and the
sustainable development of our business while attaching
importance to collecting opinions and comments from
customers, actively communicating with customers, as
well as being committed to maintaining good social
benefits and corporate interests.

China Machinery Engineering Corporation
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10. Corruption Risk

Currently, the PRC government has been strengthening
its anti-corruption efforts and governments of various
countries for which we have undertaken works are also
enhancing their regulatory efforts in anti-commercial
bribery. Personal non-compliance or corruption of
any employee will bring material adverse impact to
the reputation of our Company. Being an international
engineering contractor and service provider, the Group
cannot avoid carrying out necessary and work-related
communications with the PRC government, governments
of countries where our works are conducted, Chinese
financial institutions and project owners. During this
process, we may be exposed to risks associated with
personal non-compliance of employees or even corruption
risks. The Company will continuously strengthen its
internal control and further improve its anti-corruption
regime as well as strengthening accountabilities. The
Company has already, at the same time, embarked
on staff’'s compliance trainings, so as to enhance the
compliance awareness of the staff and increase their
compliance consciousness.
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11. Sanctions Risk 11. &R ER

70

We are a company incorporated in the PRC and we
comply with all applicable PRC laws and regulations,
undertake the international commitments and international
obligations made by China and the relevant resolutions
passed by the United Nations Security Council. However,
as a result of our international activities, we are also
subject to the laws and regulations of the various countries
and regions in which we do business. In order to prevent
and control the risk of sanctions, we established an
export control internal compliance program (ICP) within
the Company. The Company’s ICP adopts the principle
of comprehensive control (CATCH-ALL), and the scope
and content of the ICP control will be adjusted in time in
accordance with the changes in the international export
control situation and the possible impact on the business
of the Company. In particular, if any of our transactions is
conducted in or through the United States, or otherwise
involves U.S. persons, U.S. dollar clearing in the United
States or U.S.-origin goods, U.S. sanctions regulations
may be applicable to some or all of such transactions.

In recent years, the U.S. sanctions landscape has evolved
substantially, especially those targeted at Iran and Cuba.
16 January 2016 marked the “Implementation Day”, which
marked the full execution of sanctions relief promised to
Iran as part of the Joint Comprehensive Plan of Action
(JCPOA) as negotiated by Iran, the P5+1 (United States,
Russia, China, France, United Kingdom, Germany) and
the EU and endorsed by the UN (the “lran Nuclear
Deal”). In exchange for curtailing certain nuclear-related
activities, Iran was granted relief from certain U.S., EU,
and UN sanctions. However, the United States announced
on 8 May 2018 that it will withdraw from the Iran Nuclear
Deal and restore sanctions against Iran. So the Company
decided to terminate all business ties in Iran thereafter
from a prudent perspective and the Company has no
existing or implemented project in Iran.
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As to Cuba, following a resumption of formal diplomatic
ties between the two countries under the Obama
administration and the removal of Cuba from the U.S.
government’s State Sponsors of Terrorism list, a series
of amendments to OFAC’s Cuban Assets Control
Regulations and Section 746.4 of Export Administration
Regulations administered by the Bureau of Industry and
Security of United States Department of Commerce
expanded the range of transactions in which U.S. persons
are allowed to engage with Cuba. However, beginning
in November 2017, the Trump administration began to
reverse some (but not all) of the changes made by the
Obama administration and to re-tighten the U.S. embargo
against Cuba. These changes included the creation of
the State Department “List of Restricted Entities and
Subentities Associated with Cuba” that identifies entities
that are “under the control of, or act for or on behalf of,
the Cuban military, intelligence, or security services or
personnel” (the “Cuba Restricted List”). U.S. persons
are prohibited from engaging in certain direct financial
transactions with entities on the Cuba Restricted List.
Additionally, the Commerce Department will deny licenses
in most cases for exports of U.S.-origin items for use by
entities on the Cuba Restricted List. Furthermore, on 4
March 2019, the Trump administration announced that it
would authorize U.S. nationals to file a limited range of
civil claims against entities operating in Cuba pursuant
to Title Il of the Cuban Liberty and Democratic Solidarity
Act of 1996 (also known as the Helms-Burton Act).
Following the regulatory changes in the United States
and taking into account the local economic conditions, no
potential project carried out in Cuba has been approved
by the general manager of the Company. The Company
has no existing or implemented project in Cuba and
has expressed no willingness to carry out business in
Cuba market recently. Pursuant to our ICP control, every
potential project carried out in Cuba must be (1) reviewed
by the Company’s internal export compliance office, (2)
reviewed by outside legal counsel, and (3) approved by
the general manager of the Company.
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Notwithstanding the Trump Administration’s revised sanctions
policies vis-a-vis Iran and Cuba, we believe we have
been in compliance with the sanctions undertakings
made at the time of the Listing with regard to economic
sanctions. We also believe that our internal control
policies targeted at sanctions compliance, and in
particular our internal compliance program on export
control, are sound and sufficient to assist us in navigating
the evolving international sanctions landscape. Despite
the far-reaching and complex nature of U.S. sanctions
programs, our limited activities in the United States
and rigorous internal control policies will minimize
our exposure and liability to any potential sanctions
violations. Of course, it is not possible to foresee which
countries or organizations the U.S. government may
place under sanctions in the future. However, previous
U.S. administrations, including the Trump administration,
have provided either a “wind-down” period, or issued
a general or specific license, in order to allow affected
firms to terminate operations and withdraw from countries
placed under new sanctions. Although the termination or
forfeiture of any business operations or revenue in relation
to any newly sanctioned counterparties, industries,
projects or countries, may cause an adverse impact
on our operations, financial condition, or ability to carry
on business in the jurisdictions concerned, we strive
to reduce such hazards through proactive political and
economic risk assessment, along with timely legal advice
from experienced external counsel. Furthermore, as a
result of the foregoing, the Company’s exposure in Cuba
is so limited that any adverse impact from changes to
Cuba sanction by the United States will be minimal.
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Vill. PROSPECTS FOR THE SECOND HALF OF THE VIl. F¥FRE

YEAR

(=) IREABEK

() Engineering Contracting Business

Make every effort to facilitate the contract signing
and coming into effect, pay close attention to
changes in the policies of relevant authorities, adjust
the direction of development in a timely manner, and
strictly control contract signing quality.

Focus on the various domestic diplomatic
opportunities and major and important events in the
second half of the year, and plan ahead and as early
as possible.

Vigorously strengthen the front force, promote the
localization of personnel, and maintain long-term

existence.

Develop ideas for the financing issue, and focus
efforts on the “F” of EPC+F.

Constantly strengthen professional construction.

Promote centralized procurement with full efforts.

Coordinate both domestic and foreign resources and
stress on accumulating domestic resources.
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(ll) Trading Business

1.

o

Stabilize the traditional business in hand and improve
the level of sophistication.

Unswervingly carry out market development. Clarify
the direction of innovation and explore new projects
based on the current situation and with a focus on
the core market, core technologies, core products
and business practice, taking into account long-term
development.

Accelerate the pace of talent fostering, pay attention
to the construction of talent echelon, and tap the
potential of existing talents.

Continue to strengthen collaboration among sectors.

Strictly prevent and control risks.

(Ill) Services Business

Find out the shortcomings of the two institutes in
terms of internationalization, leading talent training,
and risk prevention and control, and do a good job
in implementation of rectification, and get rid of all
development shortcomings.

Enhance the layout and management capabilities
of the two institutes in the national market, improve
the overall strength and industry status of the two
institutes, and constantly strengthen the supporting
role for the main business.

Put in order the core competency of the design
consulting sector.

Effectively carry out M&A and restructuring of design
resources to enhance the market response and
competitiveness of the Company.
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Corporate Governance and Other Information

SHARE CAPITAL

As of 30 June 2019, the total share capital of the Company
was RMB4,125,700,000, divided into 4,125,700,000 Shares
with nominal value of RMB1.00 each.

INTERIM DIVIDEND

The Board does not recommend the payment of interim
dividend for the Period.

INTERESTS, SHORT POSITIONS AND SHARE
OPTION SCHEME OF THE DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT
IN THE SHARES, UNDERLYING SHARES AND
DEBENTURES

As of 30 June 2019, none of the Directors, Supervisors or
members of the senior management of the Company had
any interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), which
would have to be notified to the Company and the Stock
Exchange pursuant to the provisions of Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions of
the SFO), or which were required, pursuant to Section 352 of
the SFO, to be recorded in the register referred to therein, or
which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code.
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4. SUBSTANTIAL SHAREHOLDERS’ AND

OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING

SHARES

As of 30 June 2019, so far as it was known by or otherwise

notified to any Directors or the chief executive of the Company,

the particulars of the corporations or persons (other than a

Director, Supervisor or chief executive of the Company) which

would fall to be disclosed under the provisions of Divisions
2 and 3 of Part XV of the SFO, or which would be required
pursuant to Section 336 of the SFO, to be entered in the

register referred to therein were as follows:

FTERREHEMATRRG R
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Long positions and Short positions in the Shares BRONEFERAE
Approximate Approximate
Percentage of ~ Percentage of
Number of Issued Shareholding Shareholding
Shares/ in the Relevant in the Total
Capacity/ Underlying Class of Shares Shares
Name of Shareholders Class of Shares Nature of Interest Shares Held Total (Note 1) (Note 1)
EEBRHER ERAEHR
FscRTRe / RESNEI L REABAN
RRER Rt 85l 51/ BEME RERGHEA By (Hi#1) (Wi1)
SINOMACH Domestic Shares Beneficial owner/Personal 3,185,260,000 |
interests (Note 2)
(Long position)
Cil mER EafAA/ AAER 3,185,260,000
(Hitz)
(4#8)
— 8,217,430,000 100% 77.99%
Interests of controlled 32,170,000
corporation/ Corporate (Note 2)
interests (Long position)
Rt EE /tEER 32,170,000
(Wit2)
(5#) |
SSF H Shares Beneficial owner/ 81,352,000 81,352,000 8.96% 1.97%
Personal interests (Long position)
HRESESE Hi EnAA/ AAER 81,352,000
(4#8)
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Approximate Approximate
Percentage of  Percentage of
Number of Issued Shareholding Shareholding
Shares/ in the Relevant in the Total
Capacity/ Underlying Class of Shares Shares
Name of Shareholders Class of Shares Nature of Interest Shares Held Total (Note 1) (Note 1)
ERRHER EROAHR
FsERTRE / RESNRAL BEOEAL
RRAR gkl 5%/ REtE RERGHEA | (Hit1) (Hizt1)
Valug Partners Group Limited H Shares Interests of controlled 66,684,000 66,684,000 7.34% 1.62%
corporation/ (Note 3)
Corporate interests (Long position)
EESEARAA Hik RiEzEER / FREE 66,684,000
(Hit3)
(#8)
Value Partners High-Dividend  H Shares Beneficial owner/ 64,047,000 64,047,000 7.05% 1.55%
Stocks Fund Personal interests (Long position)
FRREREES HiR EafAA/ AAER 64,047,000
(#8)
Cape Ann Asset Management H Shares Investment manager/ 54,765,000 54,765,000 6.03% 1.33%
Limited Other interest (Long position)
Hik REEE / Abiks 54,765,000
(4#8)
LSV Asset Management H Shares Investment manager 40,670,000 |
/Other interests (Long position)
Hik REEE /s 40,670,000
(#8)
Interests of controlled 14,004,000 54,674,000 6.02% 1.33%
corporation/Corporate (Note 4)
interests (Long position)
RErER /rEEs 14,004,000
(Hit4)
#8) |
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Approximate Approximate
Percentage of  Percentage of
Number of Issued Shareholding Shareholding
Shares/ in the Relevant in the Total
Capacity/ Underlying Class of Shares Shares
Name of Shareholders Class of Shares Nature of Interest Shares Held Total (Note 1) (Note 1)
HERRGEH RROAHR
FEERTRG/ RERAEA L BHEABAY
RRA# RHER 5%/ BEMHE RERGHE 8y (Wit1) (Hit1)
Wellington Management H Shares Investment manager/ 46,348,835 46,348,835 5.10% 1.12%
Group LLP Other interest (Long position)
(Note 5)
Hi& REEE / Ehiks 46,348,835
(48)
(Hits)
Notes: Hiat -

M

This percentage is calculated on the basis of the number of underlying
Shares/total Shares that had been issued by the Company as of 30
June 2019.

SINOMACH was beneficially interested in 3,185,260,000 Domestic
Shares, representing approximately 77.21% of our total share capital.
China United was beneficially interested in 32,170,000 Domestic
Shares, representing approximately 0.78% of our total share capital.
Since China United is a wholly-owned subsidiary of SINOMACH,
SINOMACH is, therefore, deemed to be interested in the Domestic
Shares held by China United. The following Shares which are referred
to in the notes above represent the same block of Shares in which all
the relevant parties are deemed under the SFO to be interested.

China Machinery Engineering Corporation
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(3) The 66,684,000 Shares as referred to in note 3 above.

Value Partners Group Limited has 100% interest over Value Partners
Hong Kong Limited. Value Partners Hong Kong Limited has 100%
interest over Value Partners Limited.

(4)  The 14,004,000 Shares as referred in note 4 above.

Among these 14,004,000 Shares, 11,972,000 Shares were held by
LSV Emerging Markets Equity Fund, LP and 2,032,000 Shares were
held by LSV Emerging Markets Small Cap Equity Fund, LP, both are
a general partner of LSV Asset Management. Accordingly, LSV Asset
Management is deemed to be interested in all the Shares in which LSV
Emerging Markets Equity Fund, LP and LSV Emerging Markets Small
Cap Equity Fund, LP are interested.

(5) The 46,348,835 Shares are referred in note 5 above.

Among these 46,348,835 Shares, 15,281,630 Shares were
held by Wellington Management International Ltd., an indirect
non-wholly-owned subsidiary of Wellington Management Group
LLP and 31,067,205 Shares were held by Wellington Management
Company LLP, an indirect non-wholly-owned subsidiary of Wellington
Management Group LLP. Accordingly, Wellington Management Group
LLP is deemed to be interested in 46,348,835 Shares.

Save as disclosed above, and as at 30 June 2019, the Directors
were not aware of any corporations or persons (who were not
Directors, Supervisors or the chief executive of the Company) who
had an interest or short position in the Shares or underlying Shares
which would fall to be disclosed under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which would be required, pursuant
to Section 336 of the SFO, to be entered in the register referred
to therein.
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PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

During the Period, the Company did not redeem any of its H
Shares listed on the Stock Exchange nor did the Company or
any of its subsidiaries purchase or sell any of such Shares.

BOARD COMPOSITION

As at the date of this report, the Board comprises: Mr. ZHANG
Chun and Mr. HAN Xiaojun as executive Directors; Mr. YU Benli
and Mr. ZHANG Fusheng as non-executive Directors; and Mr.
LIU Li, Ms. LIU Hongyu, Mr. FANG Yongzhong and Mr. WU
Tak Lung as INEDs.

COMPLIANCE WITH THE CG CODE

The Group is committed to maintaining high standards of
corporate governance to safeguard the interests of the
Shareholders and enhance corporate value and accountability.
The Company has adopted the CG Code as its own code of
corporate governance. The Company has complied with the
code provisions as set out in the CG Code during the Period
and up to the date of this report.

China Machinery Engineering Corporation
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COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND SUPERVISORS

The Company adopted the Model Code as its own code of
conduct regarding securities transactions by Directors and
Supervisors on terms no less exacting than the required
standard set out in the Model Code. Upon specific enquiry
of all the Directors and Supervisors, all the Directors and
Supervisors confirmed that they had complied with the Model
Code during the Period.

The Company also adopted its own code of conduct regarding
employees’ securities transactions on terms no less exacting
than the standard set out in the Model Code for the compliance
by its relevant employees who are likely to be in possession of
unpublished price-sensitive information or inside information
of the Company in respect of their dealings in the Company’s
securities.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Pursuant to the relevant requirements of the Listing Rules,
the Company has appointed sufficient number of INEDs
with appropriate professional qualifications, or appropriate
accounting or related financial management expertise. The
Company has appointed a total of four INEDs: Mr. LIU Li, Ms.
LIU Hongyu, Mr. FANG Yongzhong and Mr. WU Tak Lung.

EEERKEMER

BTESRESETESRS
B (RESFRD

RABERABRESTAD - ERES
RESETESR NIRRT - &
fEFRRTER CREST ) PrEtay R e %
Al- B2 REZREFHFEHREEN
AR mEH—BET GRESTAD -

ARREEA—EEGERTER (R
E7A) AR ENREERS X HH
BEITRTR . AHAEEERQA
MARAFEREEEMIARHEEDN
HEAREBRATEEARRES -

BAFHITES

ARRBERECEMRA) BERRE
ZERHBBEYABEENEEER
FEABEENSHAARYBEERR
ENBYIFNITES - ARAHREZE
MEBILIFNTES : BINEE - B
MFLE - TRBTRERRBERE -

Interim Report 2019
ZE-NFHHRE

81



82

Corporate Governance and Other Information
TPEERRHMER

10. CHANGE TO INFORMATION OF DIRECTORS

11.

AND SUPERVISORS

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes
to Directors’ and Supervisors’ information subsequent to the
date of the annual report of the Company and up to the date
of this report are set out below:

Since January 2019, Mr. WU Tak Lung, an INED, ceased as
an independent non-executive director of Sinotrans Shipping
Limited (FR4MEFEARR/A 7)), a company listed on the Main
Board of the Stock Exchange (stock code: 368), which was
delisted in January 2019. Since May 2019, Mr. WU resigned
as an independent non-executive director of Olympic Circuit
Technology Co., Ltd. (BRtiEEEEHLHR A R]), a company
listed on the Shanghai Stock Exchange (stock code: 603920).

Since April 2019, Mr. QUAN Huagiang, a Shareholder
Representative Supervisor and the chairman of the Supervisory
Board, ceased as a member of the Standing Committee of the
CPC of China National Erzhong Group Co. (7 Bl 5 — B AU 4
£ E/2 7)) and the chief accountant of China Erzhong Group
(Deyang) Heavy Industries Co., Ltd. (ZE%£® ({=f5) EAHE
B BR 2 F]).

On 23 April 2019, Mr. QIAN Xiangdong resigned as a
Shareholder Representative Supervisor of the third session of
the Supervisory Board.

On 24 June 2019, Mr. GUO Weihua was elected as a
Shareholder Representative Supervisor of the third session of
the Supervisory Board.

REVIEW BY THE AUDIT COMMITTEE

The Audit Committee comprises one non-executive Director,
Mr. ZHANG Fusheng, and two INEDs, namely Mr. LIU Li
(committee chairman) and Ms. LIU Hongyu. It has jointly
reviewed with the management on the accounting standards,
and discussed internal control and financial reporting matters
(including the review of the interim results) of the Group. This
report has been reviewed by the Audit Committee. The Audit
Committee considered that the interim results and this report
are in compliance with the applicable accounting standards,
laws and regulations, and the Company has made appropriate
disclosures thereof.

China Machinery Engineering Corporation
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12. COMPLIANCE WITH SANCTIONS 12. & <Pl B RS

UNDERTAKINGS

As disclosed in the Prospectus, the Company and the
Directors have covenanted to the Stock Exchange that they
will not, directly or indirectly, (1) use any of the proceeds
from the Global Offering, or make such proceeds available to
any individual or entity, to fund any activities in or business
of or with (i) any individual or entity or (i) in any country or
territory, that at the time of such funding, is the target of
any sanctions administered by OFAC, or (2) engage in any
activity that is sanctionable under the ISA (as amended
by the Comprehensive Iran Sanctions, Accountability, and
Divestment Act of 2010) or the Executive Order 13846 (the
“Executive Order”) for so long as the ISA and Executive
Order remain in effect (the “Sanctions Undertakings”). The
Directors confirmed that both the Company and the Directors
were in compliance with the Sanctions Undertakings as at the
date of this report. In particular, the Company has taken the
following measures to ensure compliance with the Sanctions
Undertakings:

1. Proceeds Account — The Company has opened and
maintained separate designated bank accounts for the
proceeds from the Listing in Hong Kong as at the
date of this report (the “Proceeds Accounts”). The
Proceeds Accounts are segregated from other normal
bank accounts of our Company and designated for the
sole use of deposit and deployment of the proceeds
from Listing. With such segregation and designation, the
Proceeds Accounts record all transactions and activities
within these bank accounts and trace the flow of funds
in and out of the Proceeds Accounts. As at 31 December
2015, the proceeds from the Company’s Listing in Hong
Kong have been fully utilized for the intended purposes.
For details, please refer to page 145 of the 2015 annual
report of the Company dated 27 April 2016.
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2. Accounting measures — The Company has ensured that
separate books and records are in place to monitor the
activities, including deposits and disbursements, of the

Proceeds Accounts.

3. Internal control policies — We have formulated a dedicated
set of internal control policies particularly in respect of
the Proceeds Accounts to regulate various aspects of
operating the Proceeds Accounts, such as the designated
use, record keeping (e.g. the underlying documents for
projects or transactions towards which the proceeds will
be applied), regular review, responsible personnel to be
appointed, accountability and reporting line and other
necessary operational procedures.

4. Internal compliance program on export control (the “ICP”)
— With the Company’s existing ICP platform, the export
control office has continued to be responsible for project
screening, evaluation and approval from an export control
perspective to ensure the nature and location of the
activities or business, as well as the identity of the
counterparties and products involved, etc., would not
violate the Sanctions Undertakings.

In recent years, the US sanctions landscape has evolved
substantially, especially those targeted at Iran. 16 January
2016 marked the “Implementation Day”, which marked the full
execution of sanctions relief promised to Iran as part of the
Joint Comprehensive Plan of Action (JCPOA) as negotiated by
Iran, the P5+1 (United States, Russia, China, France, United
Kingdom, Germany) and the EU and endorsed by the UN. In
exchange for curtailing certain nuclear-related activities, Iran
was granted relief from certain U.S., EU, and UN sanctions.

China Machinery Engineering Corporation
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For further details, please refer to the Company’s announcement
published on the respective websites of the Stock Exchange
and the Company on 23 March 2016. However, the United
States announced on 8 May 2018 that it will withdraw from
the Iran Nuclear Deal and restore sanctions against Iran. So
the Company decided to terminate all business ties in Iran
thereafter from a prudent perspective and the Company has
no existing or implemented project in Iran.

In addition, given the new development in the sanctions
landscape on Cuba, Holland & Knight LLP has advised
the Company that, despite the remaining U.S. embargo on
Cuba, the Company (and its shareholders and investors)
would face very limited risks in engaging in Cuba activities if
done from outside of U.S., and similarly limited risks if done
under U.S. authorization from or through a U.S. subsidiary
of the Company. With Cuba having been removed from the
U.S. Department of State’s State Sponsors of Terrorism
(“SST”) list, the reputational risks and heightened due diligence
(especially for non-U.S. financial institutions) associated with
transactions involving countries placed on SST list has been
reduced significantly, even though the U.S. embargo remains
in place. For further details, please refer to the Company’s
announcement published on the respective websites of the
Stock Exchange and the Company on 19 December 2016.
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Report on Review of Interim Condensed Consolidated Financial

Statements

RIS B RERNEFHARS

Ernst & Young LK ETEEFFR
22/F, CITIC Tower BBPIRAEE 158
1 Tim Mei Avenue h{EkKE 2248

Central, Hong Kong

EY:

Independent review report
To the shareholders of China Machinery Engineering Corporation

INTRODUCTION

We have reviewed the interim financial information set out on pages
88 to 161, which comprises the condensed consolidated statement
of financial position of China Machinery Engineering Corporation
(the “Company”) and its subsidiaries (the “Group”) as at 30 June
2019 and the related condensed consolidated statement of profit
or loss, comprehensive income, changes in equity and cash
flows for the six-month period then ended and other explanatory
notes. The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance with the
relevant provisions thereof and International Accounting Standard
34 Interim Financial Reporting (“IAS 34”) issued by the International
Accounting Standards Board. The directors of the Company are
responsible for the preparation and presentation of this interim
financial information in accordance with IAS 34. Our responsibility
is to express a conclusion on this interim financial information
based on our review. Our report is made solely to you, as a body,
in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

China Machinery Engineering Corporation
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Report on Review of Interim Condensed Consolidated Financial

Statements

RIS T B HRERNEHRE

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 Review of Interim Financial
Information Performed by the Independent Auditor of the Entity
issued by the Hong Kong Institute of Certified Public Accountants.
A review of interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared,
in all material respects, in accordance with IAS 34.

Ernst & Young
Certified Public Accountants

Hong Kong
26 August 2019
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Interim Condensed Consolidated Statement of Profit or Loss

RIS R R

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

For the six months
ended 30 June

B Z6H30H IL<E A
2019 2018
20194 20184
(Unaudited) (Unaudited)
(RS (REEZEET)
Notes RMB’000 RMB’000
st AR¥FT ARKFTT
REVENUE ON 4 13,938,669 12,048,280
Cost of sales SHE A (11,835,328) (10,108,536)
Gross profit EF 2,103,341 1,939,744
Other revenue H A 5 10,284 65,407
Other income, net HI A FEE 5 16,525 12,308
Selling and distribution expenses HERDHEMAX (470,945) (486,128)
Administrative expenses THAX (540,619) (490,913)
Impairment losses on financial cRMkEREERERBE
and contract assets, net (117,777) (125,493)
Other operating expenses Hibg & (1,065) (8,060)
PROFIT FROM OPERATIONS KRR 999,744 906,865
Finance income B URA 6 262,114 233,824
Finance expenses WA 6 (135,919) (38,298)
Net finance income B TS U N F 58 6 126,195 195,526
Share of profits and losses of: FEAR VAT & ) R &5 18
Associates /NG| 94,010 66,667
Joint ventures BENT] 18,412 21,322
PROFIT BEFORE TAX BB AT R 1,238,361 1,190,380
Income tax Frisasi 7 (258,063) (297,290)
PROFIT FOR THE PERIOD 7 HA 8 35 F 980,298 893,090
Attributable to: BEER
Owners of the parent HRARER A 981,450 892,357
Non-controlling interests R (1,152) 733
980,298 893,090
EARNINGS PER SHARE SRER
ATTRIBUTABLE TO ORDINARY BRAREAER
EQUITY HOLDERS OF THE PARENT &8 AFE{S
Basic and diluted (RMB) BEXRE#E (AKK) 9 24 cents () 22 cents (7)

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Comprehensive Income

RS SR e I E R

For the six months ended 30 June 2019 * HZ 201946 A30H 1-7<1E A

For the six months

ended 30 June
HZ6H30HLAEA
2019 2018
2019F 2018%F
(Unaudited) (Unaudited)
(K& (REEFEET)
RMB’000 RMB’000

AREFT ARETFTT

PROFIT FOR THE PERIOD FHEER 980,298 893,090
OTHER COMPREHENSIVE INCOME HitfmeWas
Other comprehensive income/(loss) that will REEHR KIS E%ﬁ ar
not be reclassified to profit or loss EREMEMERERE
in subsequent periods (B8)
Remeasurement of defined benefit obligations B EREXRR (9,735) 3,685
Changes in fair value of financial assets WA BEGEEHEED
at fair value through other comprehensive AR MRS KRR
income (FVOCI) BENAAEER 24,868 9,008
Share of other comprehensive income/(loss) (LB &N R E AR S
of associates Wz /(E518) 13,650 (20,705)
Net other comprehensive income/(loss) that REEHBETSERHE
will not be reclassified to profit or loss in EEREMEMERE MR/
subsequent periods (B1B) F8 28,783 (8,012)
Other comprehensive loss that RE BRI ENHEE
may be reclassified to profit or loss in BRHEMGE ER
subsequent periods
Exchange differences on translation MEBINTE R AR A
of financial statements of MREERELEZRE
overseas subsidiaries (50,927) (44,248)
Net other comprehensive loss that may be REERE A ETDER
reclassified to profit or loss BEMNEMERS
in subsequent periods EiEFE (50,927) (44,248)
Other comprehensive income for the period, AR E AR S W
net of tax (BRTE) (22,144) (52,260)
Total comprehensive income for the period R EGENRAE 958,154 840,830
Attributable to: %%EP@ :
Owners of the parent NE)EE A 959,220 840,096
Non-controlling interests 3H gd (1,066) 734
958,154 840,830
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Interim Condensed Consolidated Statement of Financial Position

AR B S Ot AR R

30 June 2019 ¢ 201946 H30H

30 June 31 December
2019 2018
120195 R2018%F
6H30H 12H31H
(Unaudited) (Audited)
(REHFS) (TS
Notes RMB’000 RMB’000
Brat AR¥Fr ARET T
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - BB NERE 10 2,424,465 2,293,698
Investment properties WEME 631,860 640,115
Right-of-use assets EREEE 11 1,802,471 -
Prepaid land lease payments TEf LA EFKIE = 1,755,868
Intangible assets H%EF 455,872 464,816
Investments in joint ventures HEERNAINEE 399,002 380,590
Investments in associates ;ﬂéﬁ ERRHRE 1,265,792 1,102,433
Trade and other receivables B 5 & E fth W RIE 14 6,058,796 3,905,768
Deferred tax assets R IEE E 551,606 561,201
Other non-current assets EMIERBEE - 897,782
Equity investments designated at L AR EBERE
fair value through other Hﬁi\ﬁ’@ﬂ T AE A
comprehensive income RE MR ERE 18 497,641 425,890
Total non-current assets RBEERTE 14,087,505 12,428,161
CURRENT ASSETS REEE
Inventories =& 12 668,716 578,900
Trade and other receivables B 5 N E b fE W FRIE 14 12,387,937 11,620,437
Contract assets aREE 13 4,353,757 3,977,833
Restricted deposits 2 BR 75 5K 1,040,372 1,211,805
Time deposits with original SEIHARER=EAH
maturity of over three months TEAFR 4,345,585 5,013,871
Cash and cash equivalents HehIREeEEY 15 17,752,424 21,383,610
Total current assets B EEARE 40,548,791 43,686,456
CURRENT LIABILITIES REEE
Borrowings == 17 597,582 878,403
Contract liabilities SsRAE 13,389,093 14,941,065
Trade and other payables E 5 K E b IR 16 22,088,738 21,811,779
Lease liabilities HEEE 28,784 -
Defined benefit obligations REXmFHIE 29,887 33,114
Tax payable JET T IE 284,977 527,133
Continued/...

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Financial Position

R A B S OF B ik L 3R

30 June 2019 ¢ 201946 A30H

30 June 31 December
2019 2018
A201945F M2018%
6H30H 12H31H
(Unaudited) (Audited)
(REET) (25T
Notes RMB’000 RMB’000
ora AR FT ARMEFor
Total current liabilities BB EAEE 36,419,061 38,191,494
NET CURRENT ASSETS REEEFHE 4,129,730 5,494,962
TOTAL ASSETS LESS EEABEBRABERS
CURRENT LIABILITIES 18,217,235 17,923,123
NON-CURRENT LIABILITIES FRBERE
Borrowings ==t 17 45,136 106,356
Trade and other payables B N HAMENRIE 16 930,739 746,769
Lease liabilities HERE 40,858 -
Defined benefit obligations HETEmHRIE 466,400 462,384
Deferred tax liabilities BRI EE 88,923 94,360
Total non-current liabilities FnBE BB 1,572,056 1,409,869
Net assets BEE 16,645,179 16,513,254
EQUITY s
Issued capital BEITIRAR 19 4,125,700 4,125,700
Reserves S 20 12,408,146 12,301,708
Total equity attributable to BAREEAEGEERERE
owners of the parent 16,533,846 16,427,408
Non-controlling interests IR ER 111,333 85,846
Total equity S 16,645,179 16,513,254
Director Zhang Chun Director Han Xiaojun
== RE =2 BES
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Interim Condensed Consolidated Statement of Changes in Equity
HHA A S S RE RS B

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

Non-
controlling Total
Attributable to owners of the parent interests equity
FRRBLTRRA FEREE  BEEE
Fair value
reserve of

financial ~ Statutory  Exchange
Issued Capital  assets at surplus  fluctuation  Retained
capital reserve Fvocl reserve reserve profits  Sub-total
UAREE
itEAK
2EHA
LUE
liEstiE T
BENAL  iRER EX
BRABE  EARE  BERE MEE  RERE  REEH it
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AREFL  ARRTT  ARRTT  ARKTL  ARET:E  ARET:Z  AREFn  AREFL  AREFR

At 1 January 2019 (audited) R201981A1A
(&Z:H) 4,125,700 1,785,692 (23,776) 1,377,179 (36,548) 9,199,161 16,427,408 85,046 16,513,254
Profit for the period ¥l sy - - - - - 081450 981450 (1,152 980,208
Other comprehensive income/(loss) A& Z
for the period GRkE/(BR)
Exchange differences on e
franslation of foreign nEER
operations - - - - (51,013) - (51,013) 86 (50,927)
Remeasurement losses on RERREBEN
defined benefit obligations, TIAE8 - Mtk
net of tax - - - - - (9,735) (9,735) - (9,735)
Changes In fair value of WAnREEAE
financial assets BHiAL S
at FVOCI, net of tax YaneREE
WAL EEEE
Mtk - - 24,868 - - - 24,868 - 24,868
Share of other comprehensive (SRR
income of associates EpirAka - - 13,650 - - - 13,650 = 13,650
Total comprehensive income/loss)  AEEEE AU /
for the perod (E&) 2% - - 38,518 - 1013 9TT5 959,220 (1,066) 958,154
Business combination (note 21) &A% (Hi21) - - - - - - - 26,553 26,553
Dividends paid to shareholders - FAATRREIRS
of the Company (note ) (W) - - - - - (852782  (852782) - (852782)
At 30 June 2019 (unaudlted) 20196308
(REZ:H) 4,125,700 1,785,692 14,742 1,317,179 (87,561) 9,318,094 16,533,846 111,338 16,645,179
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Interim Condensed Consolidated Statement of Changes in Equity
HHA A S SRS B *

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

Non-
controlling Total
Attributable to owners of the parent interests equity
FENEAAEEA FirhER  EREE
Avalable-  Fair value
for-sale  reserve of
investment ~ financial  Statutory  Exchange
Issted Capital  revaluation ~ assets at surplus~ fluctuation ~ Retained
capital reserve reserve FVoCl reserve reserve profits — Sub-total
WonEE
SERH
BEA
Eftiza
Tt haEhes
LERE EENAR  EEAR B
BRARA  BARE EMER  BERE  NEE FBEE  REEA Nt
RMB'000  AMB000  RMB'000  RMB'000  RMB'000  ARMB000  RMB'000  RMB'000  RMB'000  RMB'000
NEETT AEETr A\GEFr ARETr ARETr AGEFT AEETT AREFr AREFT AEEFT
At 1 January 2018 (audited) ~ R2018%1 R 1R
(#=:h) 4105700 3479823 (7,299) - 1198687 16925 8486646 17000486 80,263 17,380,749
Impact of adopting IFRS 9 RAEIREBt R4 28
F - - 7,295 26,697 - - (85,790) (61,798) = (61,798
Restated opening balance  EFSEIRELEAS0%
under IFRS 9 JERNER: e 4125700 3,479,828 = 26,697 1,198,687 16,925 8,400,856 17,248,688 80,263 17,328,951
Proftfor the perod AHEAER = = - - - - B3 89237 733 898,090
Other comprehensive REFL
income/(loss) for the period &AMz / (B51E)
Exchange differences MERR
on ranglation nEER
of foreign operations = = = = = (44,249 = (44,249) 1 (44,248
Remeasurement ganson  RAEFRRHAEL
defined benefit obligations,  FHEME + FRE
net of tax - - - - - - 3,086 3,685 = 3,68
Changes in fair value of WA BEEAL
financial assets BYAL S
at FVOC!, net of tax BateBEEd
INNEDR
it - - - 9008 - - - 9008 - 08
Share of other comprehensive  FE(FEEE A 7]
income of associates EtitrAlis - - - (20,709) - - - (0,705 - (20,709)
Total comprehensive TG AlE/
income/loss) for the period  (&518) 128 - - - (1697) - (4209 89042 840,096 73 840830
Business combination under  [El— ¥R 5| &Y
common control BAK (1,080,031) - - - - - (1,980,031) (1,980,031)
Capital contribution froma.~—~~ — %= RRRH
non-controling sharsholder A& A - - - - - - - - 3,264 3,264
Dividends paid to shareholders i FARARRHRE
of the Company 2 g s = 2 - (819482 (849482) - (89482
Profit appropriation to reserves  EAZ AR - 285900 - - - - (285,900 - - -
Dividends paid to fFHBAT
non-controling shareholders  JE2RREARS
of subsidfiaries - - - - - - - - (551) (551)
At 30 June 2018 (unaudited) 1201865308
(REZ:) 4125700 1,785,692 - 15,000 1,198,687 (27,324) 8,161,516 15,259,271 83,710 15,342,961
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Interim Condensed Consolidated Statement of Cash Flow
FHISAS RS RER

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

2019 2018

20194 20184

(Unaudited) (Unaudited)
(RGERT) (REsE)

Notes RMB’000 RMB’000
et AR¥FIT AREFT

CASH FLOWS FROM REKEITHHN
OPERATING ACTIVITIES REeERE
Profit before tax: M F B F 1,238,361 1,190,380
Adjustments for: FERIFR
Finance costs BT A AR 6(a) 46,665 26,541
Foreign exchange differences, net M H Z R HEE (18,066) (134,438)
Share of profits and losses FE(L B & R R)om ) & B8
of associates (94,010) (66,667)
Share of profits and losses JEIEE &R B m A & EE
of joint ventures (18,412) (21,322)
Interest income B YA 6(a) (122,801) (131,399)
Investment income on financial assets TREERERE 5 (7,305) (55,934)
Net losses/(gains) on disposal of items REYWE  FEK
of property, plant and RABEIEE MEK
equipment /(Wezs) F58 5 895 2,471
Net losses on foreign R HRINE A 4 R Al 45 HR
currency forward exchange BIRFRE
contracts and interest rate swaps 5 7,812 8,661
Depreciation of property, plant, VI - BE - R
equipment and investment properties MIREENTE 6(b) 55,914 57,950
Depreciation of right-of-use assets FREEETE 6(b) 42,001 =
Amortisation BN 6(b) 28,851 38,707
Impairment losses REEE 6(b) 118,836 125,493
1,278,741 1,040,443
Increase in inventories FEEMm (82,489) (102,401)
Increase in contract assets SRIBEEM (392,897) (2,618,782)
Increase in trade and other receivables B 5 & E b e U R IEE N (2,046,894) (650,056)
Increase/(Decrease) in contract liabilities & R & &M, CF2) (1,551,972) 2,673,963
Decrease in trade and other payables B 5 & E b R IR > (566,840) (83,721)
Increase/(Decrease) in defined benefit LT ESE N S CR)
obligations 789 (10,777)

Cash generated from/(used in) operations #&<5EEFTE(FTA) &

B (3,361,562) 248,669

Income tax paid BEFEH (504,358) (204,210)
Net cash flows from/(used in) KEERE(FTR) B

operating activities HEene F5 (3,865,920) 44,459

Continued/...
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Interim Condensed Consolidated Statement of Cash Flow

RIS HRERER

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

2019 2018
20194 20184
(Unaudited) (Unaudited)
(RES) (REEZEET)
Notes RMB’000 RMB’000
it AR¥FT AREKFTT
CASH FLOWS FROM REREZTDHNRSRE
INVESTING ACTIVITIES
Interest received A 73,559 62,673
Investment income on financial assets ERMBEERE NS 7,305 55,934
Purchases of items of property, plant and FEE %% « BKE &
equipment G (117,515) (149,320)
Purchase of an investment property BEIREER (24) =
Purchases of non-current BEERBDEMEE
financial assets (38,586) (4,241)
Proceeds from disposal of items BEEWMHE  BEMKEER X
of property, plant and equipment and F FAEE EMSIUE
right-of-use assets 2,269 1,904
Proceeds from settlement of forward HERAINES LR
exchange contracts and interest F 18 B R PR 1S SR IE
rate swaps 7,028 1,280
Proceeds from disposal of other BEEMIEREEEMSHIE
non-current assets 5,746 -
Additions to prepaid land ANBEFBN L HEERE
lease payments = (11,769
Additions to other intangible assets NEHMERLEE (1,376) (10,351)
Additions to other long-term assets RERMRAEE (12,374) (2,010)
Acquisition of a subsidiary Uk BE B E A 21 74,757 (1,980 031)
Investments in associates HEE NRINRE (213,601)
Placing of restricted deposits 5 WU IR B 17 3K (22,700) (65,001)
Proceeds from redemption of FE [0 2 PR Hll 7 3k M0 AT 1S IR
restricted deposits 194,133 86,806
Placing of non-pledged time FHREERRRIGEIHI B A
deposits with original maturity =8 A M EE IR E TR
of over three months when acquired (1,432,505) (4,664,340)
Proceeds from redemption of B0 B RIA 2B A BB A
non-pledged time deposits = & A &9 = 3 7 B K
with original maturity of over Fr1S500E
three months when acquired 2,100,791 6,780,431
Net cash flows from investing activities KEEEFTRH
REmE 55 626,907 101,965
Continued/...
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Interim Condensed Consolidated Statement of Cash Flow

RS HRERER

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

2019 2018
20194 20184
(Unaudited) (Unaudited)
(REERT) (REEERT)
Notes RMB’000 RMB’000
HtaE AR¥FTT AREFT
CASH FLOWS FROM REBMEZTHHN
FINANCING ACTIVITIES REeERE
Proceeds from borrowings EEEHE 1,390,164 678,921
Repayment of borrowings EEEE (1,732,205) (399,949)
Capital contribution from FEIE R AR BB AR A
non-controlling shareholders - 3,264
Principal portion of lease payments HENFH A IS (17,132) =
Dividends paid EfTRE (3,557) (652)
Interest paid ERFE (48,706) (27,522)
Net cash flows from/(used in) BEEEE(FTA) B
financing activities REMEFHA (411,436) 254,162
NET INCREASE/(DECREASE) IN ReRAELESEYEM
CASH AND CASH EQUIVALENTS (m4) = (3,650,449) 400,586
Cash and cash equivalents at REVNRE IR EEY
beginning of period 21,383,610 21,479,315
Effect of foreign exchange rate R EF B R B FRE
changes, net 19,263 129,354
CASH AND CASH EQUIVALENTS REBRNBEESRRESZEY
AT END OF PERIOD 18 17,752,424 22,009,255
ANALYSIS OF BALANCES OF CASH HRERRLSZEYBEIF
AND CASH EQUIVALENTS
Cash and bank balances He RIR1T4% 23,138,381 28,019,195
Restricted deposits balances IR I 17 =h 4k a4 (1,040,372)  (1,341,720)
Time deposits with original FRIEEIEA R BB =8 A5
maturity of over three months TE HRTF 3K (4,345,585)  (4,668,220)
Cash and cash equivalents as stated HemneaxmiEe &
in the statement of cash flows NEEEBEY 15 17,752,424 22,009,255

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

CORPORATE INFORMATION

China Machinery Engineering Corporation (the “Company”) is
a joint stock company with limited liability established in the
PRC. The registered office of the Company is located at No.
178 Guang’anmenwai Street, Beijing, PRC.

The Company and its subsidiaries (the “Group”) are mainly
engaged in the international construction contracting business
and trading business.

On 21 December 2012, the Company became listed on the
Main Board of The Stock Exchange of Hong Kong Limited
(“HKSE”). The Company issued 718,000,000 H shares at
HK$5.40 per share by initial public offering (“IPO”) to investors
in Hong Kong and overseas. Pursuant to the IPO, a total of
71,800,000 domestic state-owned shares of RMB1.00 each
owned by China National Machinery Industry Corporation
(“SINOMACH”) and China United Engineering Corporation
(“China United”) in aggregate were converted into H shares on
a one-for-one basis and transferred to the National Council for
Social Security Fund of the PRC (“SSF”).

On 2 January 2013, an over-allotment option granted by the
Company was fully exercised, and the Company issued and
allotted an aggregate of 107,700,000 H shares at HK$5.40
per share. Accordingly, a total of 10,770,000 domestic state-
owned shares of RMB1.00 each owned by SINOMACH and
China United were converted into H shares on a one-for-one
basis and transferred to the SSF. As at 30 June 2019, a total
of 908,270,000 H shares were listed on the HKSE.

In the opinion of the directors of the Company (the “Directors”),
the holding company and the ultimate holding company of
the Company is SINOMACH, which was established in the
People’s Republic of China.

DNAEHR

hEER R E IR ERAR ([K
AR BERBEKRINBRGERAD
Al o RAE R M BEMA R+ EIL
R ERFIINAAET17855% o

ARmhEMBRR ([AEE]) T8
RE=RRIIRABREBRESES

R2012F12H821H * "R AR BB
BMERXSHMAERAR ([EBBRA])
FRET - ARRABEBEANAFARE
([BRAFREE])  ®REREKRMDS5.40
BRI ERREERGIMNEEEET
718,000,000A8HA% o EHR B IX AR
& HEERIEXEEERAR ([E
) RPBEEgA TRERAR ([FEH
%6 ) HEHEAE H£71,800,000%
EREEARE1.00THEENE R
BER—BR-—OEEEBAHRK UET
FRE2EHSREESESS ([HR
EoBEE]) -

M2013F1H2B AR Al & T B
HELEREETETE  ARFE
ReRAOB T EITRER S H
107,700,0008%HM%  FE 1t - Bt f
Bl Bk & B B & ££10,770,0000% & B%
HAEARE1.00THEAE RERE &
—HB—MEEEAHE - W TR
E4EEE - N201966A308 ' &
908,270,000 HA% 78 & A B 32 BT E

-

m e

REARBESR [EX])WER &
D RAER R B R &R R A R 2R
I AR MBI ) B o

Interim Report 2019
ZE-NFHhHRE

97



98

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R

2.2 IMPACTS OF

RETT PSS Ot B TS AR MY

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

2.1 BASIS OF PREPARATION

The unaudited interim condensed consolidated financial
statements for the six months ended 30 June 2019 have been
prepared in accordance with International Accounting Standard
(“IAS”) 34 Interim Financial Reporting and the disclosure
requirements of the Rules Governing the Listing of Securities
on the Hong Kong Stock Exchange.

The unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read
in conjunction with the Group’s annual financial statements for
the year ended 31 December 2018. The interim condensed
consolidated financial statements are presented in Renminbi
(“RMB”) and all values are rounded to the nearest thousand,
except when otherwise indicated.

NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The accounting policies adopted in the preparation of the
unaudited interim condensed consolidated financial statements
are consistent with those followed applied in the preparation
of the Group’s annual financial statements for the year ended
31 December 2018, except for the adoption of the new and
revised International Financial Reporting Standards (“IFRSs”)
effective as of 1 January 2019. The Group has not early
adopted any other standard, interpretation or amendment that
has been issued but is not yet effective.

The Group applies, for the first time, IFRS 16 Leases. As
required by IAS 34, the nature and effect of these changes
are disclosed below.

Several other amendments and interpretations apply for the
first time in 2019, but do not have an impact on the interim
condensed consolidated financial statements of the Group.

China Machinery Engineering Corporation
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2.2 IMPACTS OF

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 16 Leases

IFRS 16 replaces IAS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC-15 Operating
Leases-Incentives and SIC-27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard
sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees
to account for most leases under a single on-balance sheet
model. Lessor accounting under IFRS 16 is substantially
unchanged from IAS 17. Lessors will continue to classify
leases as either operating or finance leases using similar
principles as in IAS 17. Therefore, IFRS 16 did not have any
financial impact on leases where the Group is the lessor.

The Group adopted IFRS 16 using the modified retrospective
method of adoption with the date of initial application of 1
January 2019. Under this method, the standard is applied
retrospectively with the cumulative effect of initial adoption
as an adjustment to the opening balance of retained earnings
at 1 January 2019, and the comparative information for 2018
was not restated and continues to be reported under IAS 17.

2.2 AT REEFTERTBEREE

Rlpse (&)

B PR B s R R SE 1655 [ HE

BB REER F 16K ER S
AHERIZE17R [HE ] - BRME®RE
REZEERBEIN [ETRHRS
BREBE] EAREZE2RES
16557 [REHE -—BE] REANRE
ZEeRBRR [FHEPREEER
BEARZ AR ZEAE
RFE2VIRFEHEZRA
Y EKRABRAGEE-—BERBRAR
MR ERZHAEE - BRVBRE
ZRIE165 T 2 A ST RIE R R
SR EAEITRE TR ELEEE N
& o MEASEERMEER SR
FATHRBOUNRAGHES B AL EHE
EXREMRE - At - BRMBHREE
A6 M AR E A HEANE S &
EMBEE -

7R EE i B PR S FT B R A A R
MBI B S E YRR 1658 - BIRE
A HH A2019F1 818 - RE UL A
% BBMERZEN - WiEERE
FRZER R 25t 2 1E /201951 A1
HRBm AP ERFERFAE - 2018
FH LA B 48 55 5 N0 48 B AR 1
R R EA 7RI, -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

22IMPACTS OF NEW AND AMENDED 2.2 #E] RIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING A& (&)
STANDARDS (CONTINUED)

B PR B s R RSB 165% [ HE
(&)

IFRS 16 Leases (continued)

(a) HEHNHER

(@) New definition of a lease

Under IFRS 16, a contract is, or contains a lease if the
contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration.
Control is conveyed where the customer has both the
right to obtain substantially all of the economic benefits
from use of the identified asset and the right to direct the
use of the identified asset. The Group elected to use the
transition practical expedient allowing the standard to be
applied only to contracts that were previously identified
as leases applying IAS 17 and IFRIC 4 at the date of
initial application. Contracts that were not identified as
leases under IAS 17 and IFRIC 4 were not reassessed.
Therefore, the definition of a lease under IFRS 16 has
been applied only to contracts entered into or changed
on or after 1 January 2019.

At inception or on reassessment of a contract that contains
a lease component, the Group allocates the consideration
in the contract to each lease and non-lease component
on the basis of their standard-alone prices. A practical
expedient is available to a lessee, which the Group has
adopted, not to separate non-lease components and
to account for the lease and the associated non-lease
components (e.g., property management services for
leases of properties) as a single lease component.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

2.2 AT REEFTERTBEREE
Rlpse (&)

2.2 IMPACTS OF NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

B PR B s R R SE 1655 [ HE
(&)

IFRS 16 Leases (continued)

(b) As a lessee - Leases previously classified as

operating leases

Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of
property and other equipment. As a lessee, the Group
previously classified leases as either finance leases or
operating leases based on the assessment of whether
the lease transferred substantially all the rewards and
risks of ownership of assets to the Group. Under IFRS
16, the Group applies a single approach to recognise and
measure right-of-use assets and lease liabilities for all
leases, except for two elective exemptions for leases of
low value assets (elected on a lease-by-lease basis) and
short-term leases (elected by class of underlying asset).
The Group has elected not to recognise right-of-use
assets and lease liabilities for (i) leases of low-value
assets (e.g., laptop computers); and (i) leases, that
at the commencement date, have a lease term of 12
months or less. Instead, the Group recognises the lease
payments associated with those leases as an expense on
a straight-line basis over the lease term.

(b) EREBA - ZAISEREEHE

EnHEE

AT LA E165
HEBAIE

AEEHRBZEMEREMEE
HEMBEEAK - XEBEZAIE
REBARBHBEREREE
REENBARD R AR RS
BEAKENFG  KHEHESE
SABREMEREEHE - REE
R aREERFE165 - ARE
LA HERBE—JARRM
TECRREEAMEERG - H
EEEEEME (AXE 1A
EEE HAEHMEE (ERE—
BEBEERE MEBERENLER
BRI e REBEEZABROEE
BEE (MFREM) BE - (i)
NiEERE <z AEEMR12(8A
KA THHEERERREER
HERE R AKEEHEE
HARERE K EZFHENEM
MBEEMNRERRFEX
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2.2 IMPACTS OF NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 16 Leases (continued)

(b) As a lessee - Leases previously classified as

operating leases (continued)

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based
on the present value of the remaining lease payments,
discounted using the incremental borrowing rate at 1
January 2019 and included in lease liabilities.

The right-of-use assets were measured at the amount of
the lease liability, adjusted by the amount of any prepaid or
accrued lease payments relating to the lease recognised
in the statement of financial position immediately before
1 January 2019. All these assets were assessed for any
impairment based on IAS 36 on that date. The Group
elected to present the right-of-use assets separately in
the statement of financial position.

The Group has used the following elective practical
expedients when applying IFRS 16 at 1 January 2019:

e Applied the short-term lease exemptions to leases
with a lease term that ends within 12 months from
the date of initial application

e  Used hindsight in determining the lease term where
the contract contains options to extend/terminate
the lease

e Applied a single discount rate to a portfolio of leases
with reasonably similar characteristics

° Excluded initial direct costs from the measurement of
the right-of-use asset at the date of initial application

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

it P ISR S St IS R M EE

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

SFEET P IS O B S AR MY =

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

22 IMPACTS OF NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING

STANDARDS (CONTINUED)

IFRS 16 Leases (continued)

(b) As a lessee - Leases previously classified as

operating leases (continued)

Impacts on transition (continued)

The impacts arising from the adoption of IFRS 16 as at 1

January 2019 are as follows:

2.2 %ﬁﬁﬁﬁg{l"ﬁﬁlﬁﬁjﬁiﬁﬁﬁ

IR ()

B PR Bt e R 2 RSB 165% [ HE

(b) ERFEBA - ZAISBAHEER

ENHEE (&)

2019451 A1 B 54N BB B 75 2R
HEBFE16HAENT ¢

Increase/(Decrease)
#nGRd)
(Unaudited)
(REEE)
RMB’000
AR T
Assets BE
Increase in right-of-use assets 5 AREEEL N 1,844,073
Decrease in prepaid land lease payments TEAS £ 30 FE & TR (1,755,868)
Decrease in prepayments SN N (2,446)
Increase in total assets 4R & EIE N 85,759
Liabilities =L
Increase in lease liabilities HEBBEM 85,759
Increase in total liabilities FEN=REppill 85,759
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

2.2 IMPACTS OF NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 16 Leases (continued)

(b) As a lessee - Leases previously classified as
operating leases (continued)
Impacts on transition (continued)
The lease liabilities as at 1 January 2019 reconciled to the

operating lease commitments as at 31 December 2018
are as follows:

22 AT REEFTERTBEREE

Rlpse (&)
B PR B s R RSB 165% [ HE
(#&)

(b) EREBA - ZAIDEREEHE
ENHEE (&)

HRTE (&)
R2019F1 A1 ENES A EER

201812 A31H W & & FH & 7
PSRRI T ¢

=

(Unaudited)
(RE&EST)
RMB’000
AR TFT
Operating lease commitments as at 31 December #2018 12831 B R L HERIE
2018 26,468
Weighted average incremental borrowing rate as at 20191 A1HH
1 January 2019 JHE 1538 B 5 50N 4.69%
Discounted operating lease commitments at R2019F1 A1 BB MR L EHAIE
1 January 2019 24,991
Less: Commitments relating to short-term leases and ~ J5i : HSEHIFRE Kep THEH
those leases with a remaining lease term ending #2019 12 431 H 3k
on or before 31 December 2019 Z AR TR SRR R A 714
Add: Payments for optional extension periods not o 20184128318
recognised as at 31 December 2018 RERER R AT I A EAR ) 19 3K 61,482
Lease liabilities as at 1 January 2019 H2019F1A1BEMEEEE 85,759
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

22IMPACTS OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING AR E (&)
STANDARDS (CONTINUED)

B PR B s R R SE 1655 [ HE
(&)

IFRS 16 Leases (continued)

HMEBOREE

(c) Summary of new accounting policies (c)

The accounting policy for leases as disclosed in the
annual financial statements for the year ended 31
December 2018 is replaced with the following new

#H £2018F12A31H It F E &
FEPMBRERABENHES:
B 20191 A1 B AR ER 4N E

accounting policies upon adoption of IFRS 16 from 1 BREF TS IR S 2R FE 165 FFLALD T
January 2019: Fre st BOREUY ¢

Right-of-use assets

Right-of-use assets are recognised at the commencement
date of the lease. Right-of-use assets are measured
at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or before
the commencement date less any lease incentives
received. Unless the Group is reasonably certain to obtain
ownership of the leased asset at the end of the lease
term, the recognised right-of-use assets are depreciated
on a straight-line basis over the shorter of the estimated
useful life and the lease term.

EHEEE

EREEENHERSK B HE
R EAREERRANREIAR
AT ERERERBETE - I
HEMEFAENEERBIEL
HE - EREEERANBECHE
REERESHE CEENDA
BEERAARRFRLE BB ZATE
HEEE N FORERE WEREE
HE o RIEAKEAERTENE
HgERENSHEEEMARE
BRIEmANEREEENEM
AAAERFERRES (AREE
BE) NIRESVEHRITE -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

2.2 IMPACTS OF
STANDARDS (CONTINUED)

IFRS 16 Leases (continued)

(c) Summary of new accounting policies (continued)

Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease payments
to be made over the lease term. The lease payments
include fixed payments (including in- substance fixed
payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate,
and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise
price of a purchase option reasonably certain to be
exercised by the Group and payments of penalties for
terminating a lease, if the lease term reflects the Group
exercising the option to terminate. The variable lease
payments that do not depend on an index or a rate are
recognised as an expense in the period on which the
event or condition that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit
in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in the
in-substance fixed lease payments or a change in the

assessment to purchase the underlying asset.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

22IMPACTS OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING AR E (&)
STANDARDS (CONTINUED)

IFRS 16 Leases (continued) B BR B H R 2RI SE 1655 [HHE ]
(#&)

(c) FEFBERME (&)

(c) Summary of new accounting policies (continued)

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to its short-term leases of office buildings and
equipment (i.e., those leases that have a lease term of
12 months or less from the commencement date and do
not contain a purchase option). It also applies the lease
of low-value assets recognition exemption to leases of
office equipment that are considered of low value. Lease
payments on short- term leases and leases of low-value
assets are recognised as an expense on a straight-line
basis over the lease term.

Significant judgement in determining the lease term
of contracts with renewal options

The Group determines the lease term as the non-
cancellable term of the lease, together with any periods
covered by an option to extend the lease if it is reasonably
certain to be exercised, or any periods covered by an
option to terminate the lease, if it is reasonably certain
not to be exercised.

The Group has the option, under some of its leases, to
lease the assets for additional terms. The Group applies
judgement in evaluating whether it is reasonably certain
to exercise the option to renew. It considers all relevant
factors that create an economic incentive for it to exercise
the renewal. After the lease commencement date, the
Group reassesses the lease term if there is a significant
event or change in circumstances that is within the control
of the Group and affects its ability to exercise the option
to renew.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

22IMPACTS OF NEW AND AMENDED 2.2 #E] RIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING A& (&)
STANDARDS (CONTINUED)

IFRS 16 Leases (continued) B BR B H R 5 2RI SE 1655 [HHE
(#)
(d) Amounts recognised in the unaudited interim (d) RARLESTFHHARES G AR
condensed consolidated statements of financial MEREZRREANSEE

position and profit or loss

The carrying amounts of the Group’s right-of-use assets TERIINPBARNEBFRAEEE
and lease liabilities, and the movements during the period rHEEBENRDERED :
are as follows:

Right-of-use assets

EREEE
Office buildings Land use right Total Lease liabilities
BREF TiERE CEl HESE

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RE&ET) (RBE:T) (RIBET) (REBE:T)
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT ARETFT ARETFT

As at 1 January 2019 R2019%181H 88,205 1,755,868 1,844,073 85,759
Additions NE 1,279 - 1,279 697
Depreciation charge WEHRX (18,604) (23,397 (42,001) -
Interest expense MERS - - - 1,392
Payments 3 - - = (17,132)
Others Hith (880) - (880) (1,074)
As at 30 June 2019 #2019%6 A30H 70,000 1,732,471 1,802,471 69,642

1 08 China Machinery Engineering Corporation
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2.2 IMPACTS OF

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRIC Interpretation 23 Uncertainty over Income Tax
Treatment

The interpretation addresses the accounting for income taxes
when tax treatments involve uncertainty that affects the
application of IAS 12 Income Taxes. It does not apply to taxes
or levies outside the scope of IAS 12, nor does it specifically
include requirements relating to interest and penalties
associated with uncertain tax treatments. The interpretation
specifically addresses the following:

e Whether an entity considers uncertain tax treatments
separately.

e  The assumptions an entity makes about the examination
of tax treatments by taxation authorities.

o How an entity determines taxable profit (tax loss), tax
bases, unused tax losses, unused tax credits and tax
rates.

e How an entity considers changes in facts and
circumstances.

An entity has to determine whether to consider each uncertain
tax treatment separately or together with one or more other
uncertain tax treatments. The approach that better predicts the
resolution of the uncertainty needs to be followed.

The Group applies significant judgement in identifying
uncertainties over income tax treatments. Since the Group
operates in a complex multinational environment, it assessed
whether the interpretation had an impact on its interim
condensed consolidated financial statements.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

22IMPACTS OF NEW AND AMENDED 2.2 #E] RIS FT B BR B 35 3R &5 2

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRIC Interpretation 23 Uncertainty over Income Tax
Treatment (continued)

Upon adoption of the Interpretation, the Group considered
whether it has any uncertain tax positions, particularly those
relating to transfer pricing. The Company’s and the subsidiaries’
tax filings in different jurisdictions include deductions related
to transfer pricing and the taxation authorities may challenge
those tax treatments. The Group determined, based on its tax
compliance and transfer pricing study, that it is probable that
its tax treatments (including those for the subsidiaries) will be
accepted by the taxation authorities. The interpretation did
not have an impact on the interim condensed consolidated
financial statements of the Group.

Amendments to IFRS 9 Prepayment Features with
Negative Compensation

Under IFRS 9, a debt instrument can be measured at
amortised cost or at fair value through other comprehensive
income, provided that the contractual cash flows are ‘solely
payments of principal and interest on the principal amount
outstanding’ (the SPPI criterion) and the instrument is held
within the appropriate business model for that classification.
The amendments to IFRS 9 clarify that a financial asset passes
the SPPI criterion regardless of an event or circumstance that
causes the early termination of the contract and irrespective
of which party pays or receives reasonable compensation for
the early termination of the contract. These amendments had
no impact on the interim condensed consolidated financial
statements of the Group.
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2.2 IMPACTS OF

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IAS 19 Plan Amendment, Curtailment
or Settlement

The amendments to IAS 19 address the accounting when a
plan amendment, curtailment or settlement occurs during a
reporting period. The amendments specify that when a plan
amendment, curtailment or settlement occurs during the
annual reporting period, an entity is required to determine the
current service cost for the remainder of the period after the
plan amendment, curtailment or settlement, using the actuarial
assumptions used to remeasure the net defined benefit liability
(asset) reflecting the benefits offered under the plan and the
plan assets after that event. An entity is also required to
determine the net interest for the remainder of the period
after the plan amendment, curtailment or settlement using
the net defined benefit liability (asset) reflecting the benefits
offered under the plan and the plan assets after that event,
and the discount rate used to remeasure that net defined
benefit liability (asset). These amendments had no impact on
the interim condensed consolidated financial statements of the
Group as it did not have any plan amendments, curtailments,
or settlements during the period.

Amendments to IAS 28 Long-term interests in
associates and joint ventures

The amendments clarify that an entity applies IFRS 9 to long-
term interests in an associate or joint venture to which the
equity method is not applied but that, in substance, form part
of the net investment in the associate or joint venture (long-
term interests). This clarification is relevant because it implies
that the expected credit loss model in IFRS 9 applies to such
long-term interests. The amendments also clarified that, in
applying IFRS 9, an entity does not take account of any losses
of the associate or joint venture, or any impairment losses
on the net investment, recognised as adjustments to the net
investment in the associate or joint venture that arise from
applying IAS 28 Investments in Associates and Joint Ventures.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

22IMPACTS OF NEW AND AMENDED 2.2 #E] RIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING A& (&)
STANDARDS (CONTINUED)

Amendments to IAS 28 Long-term interests in Bt RIS 285E ST A [ R
associates and joint ventures (continued) BENAREE QAN RIIRER ]
(&

These amendments had no impact on the interim condensed ZEERTE R IR A I SRR A

consolidated financial statements as the Group does not have BE RERASERNAEEE QA

long-term interests in its associate and joint venture. &é\%’ AL R AR S o

Annual Improvements 2015-2017 Cycle: 2015F Z2017FBH 2 FERE :

e IFRS 3 Business Combinations o EIBMKEMEEREIR [E£KE

B |

The amendments clarify that, when an entity obtains ZEEERE  EBBEISHEA
control of a business that is a joint operation, it applies LR — TSR IR B - B
the requirements for a business combination achieved in ERSHPERNERE FFRHE
stages, including remeasuring previously held interests in T BREAARBEENFEL
the assets and liabilities of the joint operation at fair value. AR ZERKEEBHNEERE
In doing so, the acquirer remeasures its entire previously BRI o A WES S
held interest in the joint operation. EFTEERNZERKEELL

AIFTRE R 2 AR R 2R ©

An entity applies those amendments to business BERKZEEETERRYEE BB
combinations for which the acquisition date is on or B2019F1 A1 22 ARNE
after the beginning of the first annual reporting period & F &£ ¥ 5 B 6 A 1A e sl 2 12 &Y
beginning on or after 1 January 2019, with early EBEH - ERIREER o

application permitted.

These amendments had no impact on the interim ZEEFTH AL GRS G
condensed consolidated financial statements of the M%i R ELE RESTE
Group as there is no transaction where a joint control is SHEEGIENZS -
obtained.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

22IMPACTS OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING AR E (&)
STANDARDS (CONTINUED)

2015F 2201 7F B 2 F E R :
(&)

Annual Improvements 2015-2017 Cycle: (continued)

IFRS 11 Joint Arrangements

A party that participates in, but does not have joint

BRI R EERE 115 [ HE
Z 5

SRk m $— A

0|

control of, a joint operation might obtain joint control EEBH2EF AN ERLE
of the joint operation in which the activity of the joint Z/E@J%EXHB%‘\@ﬁ%iﬁiﬁ e

operation constitutes a business as defined in IFRS 3.
The amendments clarify that the previously held interests
in that joint operation are not remeasured.

An entity applies those amendments to transactions in
which it obtains joint control on or after the beginning of
the first annual reporting period beginning on or after 1
January 2019, with early application permitted.

These amendments had no impact on the interim
condensed consolidated financial statements of the
Group as there is no transaction where a joint control is
obtained.

IAS 12 Income Taxes

The amendments clarify that the income tax consequences
of dividends are linked more directly to past transactions
or events that generated distributable profits than to
distributions to owners. Therefore, an entity recognises
the income tax consequences of dividends in profit or
loss, other comprehensive income or equity according
to where it originally recognised those past transactions
or events.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

22IMPACTS OF NEW AND AMENDED 2.2 #E] RIS FT B BR B 35 3R &5 2
INTERNATIONAL FINANCIAL REPORTING A& (&)
STANDARDS (CONTINUED)

2015F 22017 B 2 F E R :
(&)

Annual Improvements 2015-2017 Cycle: (continued)

e |AS 12 Income Taxes (continued) o FEMRETHERIE125E [ FriEH]

An entity applies the amendments for annual reporting
periods beginning on or after 1 January 2019, with
early application permitted. When the entity first applies
those amendments, it applies them to the income tax
consequences of dividends recognised on or after the
pbeginning of the earliest comparative period.

Since the Group’s current practice is in line with these
amendments, they had no impact on the interim
condensed consolidated financial statements of the
Group.

IAS 23 Borrowing Costs

The amendments clarify that an entity treats as part of
general borrowings any borrowing originally made to
develop a qualifying asset when substantially all of the
activities necessary to prepare that asset for its intended
use or sale are complete.

The entity applies the amendments to borrowing costs
incurred on or after the beginning of the annual reporting
period in which the entity first applies those amendments.
An entity applies those amendments for annual reporting
periods beginning on or after 1 January 2019, with early
application permitted.

Since the Group’s current practice is in line with these
amendments, they had no impact on the interim
condensed consolidated financial statements of the
Group.
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2.3ISSUED BUT

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

NOT YET EFFECTIVE
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in its
financial statements.

Amendments to IFRS 3  Definition of a Business'’

Amendments to IAS 1
and IAS 8

Definition of Material’

IFRS 17 Insurance Contracts?
Amendments to IFRS 10 Sale or Contribution of Assets
and IAS 28 between an Investor and its
Associate or Joint Venture®

! Effective for annual periods beginning on or after 1 January 2020
2 Effective for annual periods beginning on or after 1 January 2021

9 In December 2015, the IASB postponed the effective date of
this amendment indefinitely pending the outcome of its research
project on the equity method of accounting

The Group is in the process of making an assessment of the
impact of these new and revised IFRSs upon initial application.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and services and has
three reportable operating segments as follows:

(@) Construction contracts: this segment mainly undertakes the
Engineering Procurement Construction (“EPC”) contracting
business of overseas infrastructure-related construction
projects (including hydropower, thermal power or other
engineering projects) in various countries.

(b) Trading business: this segment mainly engages in the
business of importing and/or exporting various machinery,
electrical and instrumental products for domestic and
overseas customers.

(c) Services business: this segment mainly engages in
providing export-import agency services, design services,
tendering agency services and logistics services.
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R

RETT PSS Ot B TS AR MY

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

OPERATING SEGMENT
(CONTINUED)

INFORMATION

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resource allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
loss, which is a measure of adjusted profit/loss before tax. The
adjusted profit/loss before tax is measured consistently with
the Group’s profit before tax except that share of profits and
losses of associates and joint ventures, interest income from
bank deposits, finance costs related to defined benefit plans,
investment income on financial assets, loss on disposal of a
subsidiary, fair value gains/losses from the Group’s financial
instruments as well as head office and corporate income/
expenses are excluded from such measurement.

Segment assets exclude investments in associates and joint
ventures, prepaid land lease payments, right-of-use assets,
intangible assets, deferred tax assets, time deposits, cash and
cash equivalents, equity investments at fair value through profit
or loss, derivative financial instruments and other unallocated
head office and corporate assets as these assets are managed
on a group basis.

Segment liabilities exclude lease liabilities, defined benefit
obligations, tax payable, deferred tax liabilities and other
unallocated head office and corporate liabilities as these
liabilities are managed on a group basis.

Intersegment sales and transfers are transacted with reference
to the selling prices used for sales made to third parties at the
then prevailing market prices.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH GRS B R RR M

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

3. OPERATING SEGMENT INFORMATION 3. BREDIER (&)
(CONTINUED)

(a) Segment revenue, results, assets and liabilities (a) 2EPWA > 25 - BEEREE
Six months ended B Z2019%6H30H Construction Trading Services
30 June 2019 IEREA contracts business business Total
BERR EEES i ES S &5t

(Unaudited)  (Unaudited) (Unaudited) (Unaudited)
(RB&|:) (REER) (REER)  (REER)
RMB’000 RMB’000 RMB’000 RMB’000
ABEFT ARETT ARETT AREFT

Segment revenue (note 4) DEBBA (Hit4)
External customers SN R B 9,611,542 3,244,668 1,082,459 13,938,669
Intersegment sales DEEEE 213,958 24,431 172,771 411,160
Reportable segment revenue AHREFBRA 9,825,500 3,269,099 1,255,230 14,349,829
Reportable segment profit FEEa v 776,598 95,253 210,947 1,082,798
Finance income on receivables RN P FIERY
from customers IHBBA 53,587 58,410 - 111,997
Finance costs BA &R 19,777 26,860 28 46,665
Depreciation and amortisation MEREE 12,729 4,183 10,777 27,689
Provision for impairment losses REBERE
- Trade and other receivables - B 5 REMERIE 71,729 14,106 14,969 100,804
- Inventories -FE5 - 1,059 - 1,059
— Contract assets -AREE 16,973 - - 16,973
As at 30 June 2019 1K201956 A30H Construction Trading Services
contracts business business Total
BESE EUES S PR R &5t
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REET)  (REE) (K& (RESETT)
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT AREFT
Reportable segment assets AREDHEE 20,587,644 5,789,551 2,129,835 28,507,030
Reportable segment liabilities AHEIHEE 31,510,372 7,143,463 3,955,607 42,609,442

Interim Report 2019
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

3. OPERATING SEGMENT INFORMATION 3. REQI|ER (&)

(CONTINUED)
(a) Segment revenue, results, assets and liabilities (a) 2EPUWA > 25 - BEEREE
(continued) (#&)
Six months ended HZE2018F6H308 Construction Trading Services
30 June 2018 1E~EA contracts business business Total
BEER ECES AR5 575 )
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REE&:) (REEFT) (R&ERT) (RIEEET)
RMB’000 RMB’000 RMB’000 RMB’000
AREFTT AREFT AREFT AREFT
Segment revenue (note 4) FBWA (Hiiz4)
Sales to external customers HETINERE 7,426,066 3,627,958 994,256 12,048,280
Intersegment sales HEEEE 240,429 61,963 134,957 437,349
Reportable segment revenue AHREDBBA 7,666,495 3,689,921 1,129,213 12,485,629
Reportable segment profit AREDBER 621,709 95,946 156,454 874,109
Finance income on receivables RN P IR
from customers B A 6,685 32,571 4 39,260
Finance costs KA 684 19,462 6,395 26,541
Depreciation and amortisation WEREH = - 8,400 8,400
Provision/(reversal of provision) for REBERE
impairment losses (BfERm)
- Trade and other receivables - 85 REMEWRFE 122,212 (504) 12,159 133,867
- Contract assets - AREE (8,374) = = (8,374)
As at 30 June 2018 #2018F6 A30H Construction Trading Services
contracts business business Total
BEAR EUES RS 575 G
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(K& (REEFT) (R&ERT) (RIEEET)
RMB’000 RMB’000 RMB’000 RMB’000
AREFTT AREFT AREFT AREFT
Reportable segment assets RESIREE 19,528,357 6,097,837 1,037,320 27,563,514
Reportable segment liabilities HRESHEE 34,714,202 7,832,622 4,218,896 46,765,720
Capital expenditures amounting to RMB131,265,000 and H Z=2019F K2018F6H30H
RMB171,440,000 for the six months ended 30 June 2019 IERNBEEHNEABRE S B AA
and 2018, respectively are unallocated to segments as R #131,265,0007C & A R #&
such expenditures are managed on a group basis. 171,440,0007C + 1 4= 1 5 F &

DES TR REERIARE
FAEE -

1 1 8 China Machinery Engineering Corporation
FEIRMREIRRAOERA S



Notes to the Unaudited Interim Condensed Consolidated Financial Statements

S

Far P HIE S Ot B R aR M =

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

3. OPERATING SEGMENT
(CONTINUED)

(b) Reconciliation of reportable segment revenue,
profit/(loss), assets and liabilities

INFORMATION 3.

REDWER (&)

(b) AIEMED LA ~ B@F (8

B) EERAENYHER

For the six months
ended 30 June

BIZ6H30AH IL <8 B

2019 2018
20195 20184
(Unaudited) (Unaudited)
(REEES) (RiesEE)
RMB’000 RMB’000
AR¥TFT AREFT

Revenue: WA
Reportable segment revenue EE R TN 14,349,829 12,485,629
Elimination of intersegment revenue 2 EBEIYA K 55 (411,160) (437,349)
13,938,669 12,048,280

Profit: Al
Reportable segment profit EE Rl 1,082,798 874,109
Share of profits and losses of associates FE(L BN B ) & B 18 94,010 66,667
Share of profits and losses of joint ventures  fE{& 4R BT RIEE 18,412 21,322
Investment income on financial assets SREEREKE 7,305 55,934
Loss on disposal of a subsidiary BREMNBARERE (15) -
Other income, net H g A F5E 2,084 7,002
Other operating expenses HigEm= () -
Interest income from bank deposits RERITERZFEUWA 122,801 131,399

Interest cost recognised in respect of AR E R IRET BIHER

defined benefit retirement plans B B AR (9,215) (7,150)
Unallocated foreign exchange gains, net RO B2 PE s 558 19,263 129,354
Depreciation and amortisation e R gy (99,077) (88,257)
Profit before tax MR B A 1,238,361 1,190,380
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETTH GRS OB SRR M

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

3. OPERATING SEGMENT INFORMATION 3. REQI|ER (&)
(CONTINUED)

(b) AIERED LA ~ B@F (B
B) BEERAENYHR (F)

(b) Reconciliation of reportable segment revenue,
profit/(loss), assets and liabilities (continued)

As at As at

30 June 31 December
2019 2018
R20194 20184
6H30H 12H31H
(Unaudited) (Audited)

(REEHEG) (KE=st)
RMB’000 RMB’000
ARETFTRT ARETT

Assets: EE
Reportable segment assets AmEDEHEE 28,507,030 24,908,974
Elimination of intersegment receivables 7S [ R L R TR A 8 (5,840,852)  (5,370,896)

22,666,178 19,633,078

Restricted deposits PR H1 77 3 1,040,372 1,211,805
Time deposits with original maturity R 2 HA B EBR = (& A &
of over three months TR 4,345,585 5,013,871
Cash and cash equivalents HeERREEEY 17,752,424 21,383,610
Property, plant and equipment ME - BENMERE 2,424,465 2,293,698
Right-of-use assets FRAEEE 1,802,471 -
Prepaid land lease payments TafS L EFRIE - 1,755,868
Intangible assets ‘| EE 455,872 464,816
Long-term assets EHEE 70,233 82,136
Investments in joint ventures HELNRHKRE 399,002 380,590
Investments in associates HEE N BHIRE 1,265,792 1,102,433
Deferred tax assets EETRIBEE 551,606 561,201
Other non-current assets HIERE)EE - 897,782
Equity investments designated at fair value RAnEEF=H EEETA
through other comprehensive income EiRE WS RERE 497,641 425,890
Other unallocated assets Hib kDR EE 1,364,655 1,007,839
54,636,296 56,114,617
Liabilities: afE:
Reportable segment liabilities AEmEsHERE 42,609,442 43,486,607
Elimination of intersegment payables 53 B Rl FE < SR IE K 88 (5,569,765)  (5,002,235)
37,039,677 38,484,372
Lease liabilities HEaRE 69,642 =
Defined benefit obligations JIE X 1% 496,287 495,498
Tax payable JER IR 284,977 527,133
Deferred tax liabilities EETRIB A & 88,923 94,360
Other unallocated liabilities HEMARDEEE 11,611 -
37,991,117 39,601,363

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

3. OPERATING SEGMENT INFORMATION 3. REQIER (&)

(CONTINUED)

(c) Geographical information (c) HhEEEER

REIEBEFHWA

Revenue from external customers

For the six months
ended 30 June

B ZE6H30H I EA
2019 2018
20194 20184
(Unaudited) (Unaudited)
(RE&HFST)  CREERT)
RMB’000 RMB’000
AREFT AREFIT
China Hh 3,474,284 3,639,777
Iraq Fhise 2,131,685 176,455
Pakistan E AR 1,515,472 2,005,155
The Republic of Angola LR LA E 934,951 1,880,116
Cote d’lvoire (XSS =N 891,690 458,050
Zambia {5 At 729,936 46,208
Cameroon X 252 520,014 590,118
Sri Lanka HERR 465,248 170,536
Ukraine B 445,132 -
United States EH 365,989 321,616
Others EHAh 2,464,268 2,760,249
13,938,669 12,048,280

The revenue information above is based on the locations

of the customers.

A WA E R Ty iR % P i i 2

e
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

3. OPERATING SEGMENT INFORMATION
(CONTINUED)

(c) Geographical information (continued)

Non-current assets

CETHER (&)

nr

(c) WEEBHELR (&)

HRBEE

As at As at

30 June 31 December
2019 2018
20194 20184
6A30H 12H31H
(Unaudited) (Audited)
(REEE) (e&5t)
RMB’000 RMB’000
ARETT AEETT

Mainland China rh B A
Others Eh

5,666,188 5,481,563
112,961 973,367

5,779,149 6,454,930

The non-current asset information above is based on
the locations of the assets and excludes investments in
joint ventures and associates, financial instruments and
deferred tax assets.

(d) Information about major customers
The Group derived (more than 10% of its total revenue)

RMB2,049,558,000 from one single customer for the six
months ended 30 June 2019 (30 June 2018 : Nil).

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

4. REVENUE

Revenue represents the net invoiced value of goods sold, after
allowances for returns and trade discounts; and an appropriate
proportion of contract revenue of construction contracts and
the value of services rendered during the period.

An analysis of revenue is as follows:

L/ ON

WAREHANRERERENE ST
HNEEEmERFE  BESRE
Mo HE RIWAR KRR ERBE

8-

WADHIT

For the six months

ended 30 June

BZ6H30HILAEA
2019 2018
20194 20184
(Unaudited) (Unaudited)
(RBEST)  OCREEED)
RMB’000 RMB’000
AR®FT AREFT
Construction contracts BiEAR 9,611,542 7,426,066
Trading business B 5T 3,244,668 3,627,958
Services business i S ES 1,082,459 994,256
13,938,669 12,048,280
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETTH GRS OB SRR M

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

4. REVENUE (CONTINUED) 4. WA (&)

Set out below is the disaggregation of the Group’s revenue AEENEFERBASTOAT :

from contracts with customers:

For the six months ended 30 June 2019
B Z2019F6A30H L7~ A

Construction Trading Services
Segments 25 contracts business business Total
BERE =P PR3 CH
Type of goods or services Hm R R
Construction contracts BiEAR 9,611,542 - - 9,611,542
Trading business BAEK - 3,244,668 - 3,244,668
Services business RBER - - 1,082,459 1,082,459
Total revenue from contracts EFERWALE
with customers 9,611,542 3,244,668 1,082,459 13,938,669
Geographic markets &%
Asia o 5,022,517 2,252,052 1,016,484 8,291,053
Africa FEM 3,333,889 56,501 47,785 3,438,175
Europe BN 916,237 300,351 2,156 1,218,744
South America mEM 168,899 24,490 1,141 194,530
North America IEEM 170,000 607,910 14,389 792,299
Oceania KM - 3,364 504 3,868
Total revenue from contracts EFERWALE
with customers 9,611,542 3,244,668 1,082,459 13,938,669
Timing of revenue recognition NGNS
Construction transferred over time R—BEEAEE 9,611,542 - - 9,611,542
ofEd ey
Trading transferred at a point of time REEEEEEE - 3,244,668 - 3,244,668
ME5
Services transferred over time R—ER B NEE - - 1,082,459 1,082,459
(0 R 7%
Total revenue from contracts EFARWALAE
with customers 9,611,542 3,244,668 1,082,459 13,938,669

China Machinery Engineering Corporation
FEIRMREIRRAOERA S



REVENUE (CONTINUED)

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P AR A SO I B R MY =

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

4. WA (&)

For the six months ended 30 June 2018

HZ2018F6A30R IE/~ A A

Construction Trading Services
Segments 28 contracts business business Total
RESR B5%% PR %% A3
Type of goods or services Hm3 R R
Construction contracts AR 7,426,066 - - 7,426,066
Trading business ECESS - 3,627,958 - 3,627,958
Services business PRAS 15 = = 994,256 994,256
Total revenue from contracts EFERWALE
with customers 7,426,066 3,627,958 994,256 12,048,280
Geographic markets WEmE
Asia M 3,339,949 2,801,004 947,055 7,088,008
Africa FEM 3,395,209 88,060 37,056 3,620,325
Europe B 118,852 225,962 6,988 351,802
South America mEM 572,052 22,770 2,628 597,450
North America IEEM - 474,487 - 474,487
Oceania KM 4 15,675 529 16,208
Total revenue from contracts EFERWALE
with customers 7,426,066 3,627,958 994,256 12,048,280
Timing of revenue recognition A YN EASE
Construction transferred over time R—BRERNES 7,426,066 = = 7,426,066
Gfeey
Trading transferred at a point of time RE (e 22 - 3,627,958 - 3,627,958
MBS
Services transferred over time R—BEERER - - 994,256 994,256
#0 R 7%
Total revenue from contracts EFERWALE
with customers 7,426,066 3,627,958 994,256 12,048,280
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Se neemms 120



126

Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

4. REVENUE (CONTINUED) 4. WA (&)

FFARBRARS BERTRENS
SRR -

Set out below is the reconciliation of the revenue from
contracts with customers to the amounts disclosed in the
segment information:

For the six months ended 30 June

HZ6A30ALAEA
2019 2018
20195 20185
Construction Trading  Services Construction Trading Services
contracts business business Total contracts business business Total
BEGR  EAEE BEEE &t BESE  EREH  hEEE GH)
Revenue WA
External customers NEEE 9,611,542 3244668 1,082,459 13,938,669 7,426,066 3,627,958 994,256 12,048,280
Inter-segment Vb A 213,958 24,431 172,111 411,160 240,429 61,963 134,957 437,349
9,825,500 3,269,099  1,255230 14,349,829 7,066,495 3689921 1129213 12,485,629
Adjustments and eliminations ~ FHERHEH (213,958) (24,431)  (172,771)  (411,160) (240,429) (61,963) (134,967) (437,349)
Total revenue from RRARWALE
contracts with customers 9,611,542 3244668 1,082,459 13,938,669 7,426,006 3,627,958 994,256 12,048,280

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

5. OTHER REVENUE AND OTHER INCOME, NET 5, HtW AR EMBR AFEE

An analysis of other revenue and other income, net is as & E A H A R E AU AR S
follows: e

For the six months
ended 30 June

HZE6H30H LB A
2019 2018
20195 20184

(Unaudited) (Unaudited)
(RigES)  CREER)
RMB’000 RMB’000
AREFT AREFT

Other revenue Hg A
Investment income on financial assets DREIE ERE W 7,305 55,934
Government grants B 6 B 2,979 9,473
10,284 65,407
Other income, net HittUg A\ E58
Net losses on disposal of BB  BEKEEEE
items of property, plant and REBEFE
equipment (895) (2,477)
Net losses on foreign currency RHARINE S #) K Fl| 2= 4 HR
forward exchange contracts and B8 F 5
interest rate swaps (7,812) (8,661)
Gain on bargain purchase recognised REMIKAFERR
in other income BB W= 4,577 -
Others Hib 20,655 23,440
16,525 12,308
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

6. PROFIT BEFORE TAX

The Group’s profit before tax from continuing operations is

arrived at after crediting/(charging):

(a) Finance income and finance expenses

6. FRBLADER

AEERBFHELEXH R AR

FT5Et A/ (F1BR) AT HIRZSHE ¢

(a) MBRARMBERFRT

For the six months
ended 30 June

B Z6H30H L~EA
2019 2018
20195 20184
(Unaudited) (Unaudited)
(RE&HET)  CREERT)
RMB’000 RMB’000
AREFrT ARKEFT
Finance income on receivables FEU = P SR IE 8 B TS A
from customers 111,997 39,260
Foreign exchange gains PE 5 Wiz 27,316 63,165
Interest income B YA 122,801 131,399
Finance income BAISURA 262,114 233,824
Interest cost recognised in PLRR TE X 2 T 155 FE AR A
respect of defined benefit F B A
obligations (9,215) (7,150)
Interest expenses on borrowings EEMERY (46,665) (26,541)
Bank charges and others RITE R RHAM (80,039) (4,607)
Finance expenses B (135,919) (38,298)
Net finance income recognised RIBR R IS A JF 58
in profit or loss 126,195 195,526

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

6. PROFIT BEFORE TAX (CONTINUED)

(b) Other items

6. FRBiALRR (&)

(b) HAbEE

For the six months
ended 30 June

BZ6H30HLAMEA
2019 2018
20195 20184
(Unaudited) (Unaudited)
(REGETT) (RE&E)
RMB’000 RMB’000

AR¥TFTT ARBETFT

Amortisation b3
- Prepaid land lease payments — A B ERE - 22,527
- Intangible assets — mIEE 10,320 10,357
- Long-term assets — RHEE 18,531 5,823
28,851 38,707
Depreciation e
— Property, plant and equipment —E - WEKERE 47,635 49,550
— Investment properties — BB 8,279 8,400
— Right-of-use assets —EREEE 42,001 -
97,915 57,950
Impairment losses/ BEEE CRE#RE)
(reversal of impairment) on
— Trade and other receivables — B 5 KA ERFIA 100,804 133,867
— Inventories —-FE 1,059 -
— Contract assets —EREE 16,973 (8,374)
118,836 125,493
Operating lease charges KEHEEA
— Lease of properties —HEWE - 19,313
- Rental expenses for short-term leases —RPHEEBER X
and leases of low-value assets KEBEEEHE
g5 2,806 -
2,806 19,313
Cost of construction contracts 2SR 8,022,074 6,019,808
Cost of goods sold S 3,020,063 3,396,438
Cost of services provided FT IR it AR TS RO R AN 793,191 692,290

11,835,328 10,108,536
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETTH GRS OB SRR M

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

INCOME TAX

Pursuant to the relevant laws and regulations in the PRC, the
statutory enterprise income tax rate of 25% was applied to the
subsidiaries of the Group in Mainland China for the six months
ended 30 June 2019 and 2018, except for certain subsidiaries
of the Group which were entitled to the preferential tax rate
of 156% (2018: 15%) because they were recognised as high
and new technology enterprises by the local governments in
the PRC.

Hong Kong profits tax has been provided at the rate of 16.5%
(2018: 16.5%) on the estimated assessable profits arising in
Hong Kong during the period. Taxes on profits assessable
elsewhere have been calculated at the rates of tax prevailing
in the countries (or jurisdictions) in which the Group operates.

FRi&%t

BEFEAEERRER  A5ER
R BT B A B R B £20196F &
201856 H30R IE /<&l A & A 895 €
EMBHMEA2B%  AEH
B T B A | AP B 75 B R
ERBMBEMEEMBEEZHIL%
(2018%F : 15%) HIEBFEFLXERIN

EAFNGHIIRBARNEEBEEN
ft 51 FE 327 B % 1) #216.5% (20184 :
16.5%) I R IZH o RN E b= &)
ERBFBIEANEEB L BT
R (HAVEHRE) HRITRETER
g o

For the six months
ended 30 June

BZ6H30HLAEA
2019 2018
2019% 20184
(Unaudited) (Unaudited)
(REKEET) (CREEERT)
RMB’000 RMB’000
AR#FT AREFT
Current income tax — Mainland China  BIEFT5E — A B A B 270,051 313,065
Current income tax — Hong Kong BVERFTIS T — B 4,096 1,895
Current income tax — Others BNEAFTIS A — HAth 2,036 2174
Deferred income tax BIEPTIST (18,120) (19,844)
Total tax charge for the period AHIEIE S K858 258,063 297,290

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

7. INCOME TAX (CONTINUED) 7.

A reconciliation of the tax expense applicable to profit before
tax at the statutory rates for the countries (or jurisdictions) in
which the Company and the majority of its subsidiaries are
domiciled to the tax expense at the effective tax rates is as
follows:

Fris®t (&)

BARE REKZ BB R A PTEMR
BR (LrA#ERE) fRERERFHELZ
B A A gt A8 R 2 B TR B e B B R
MR R 2 BIRFA AEERIN T

For the six months
ended 30 June

HZ6H308 L<EA
2019 2018
2019 20184
(Unaudited) (Unaudited)
(KT (REERT)
RMB’000 RMB’000
AREFT AREFT
Profit before tax R F2 /1 8 A 1,238,361 1,190,380
Tax at the statutory tax rate AR KR EMHIA 309,590 297,595
Lower tax rate(s) for specific provinces FEE A (0 i 77 & B 6 E &Y
or enacted by local authority BRI R (10,728) (5,895)
Income not subject to tax B R s (10,125) (10,145)
Share of profits of joint ventures and JE(EE &R E) REEE QR
associates not subject to tax B R (28,106) (21,997)
Adjustments in respect of current tax of FLiE 1 HA S BN AR 18
previous periods TE B 2 (14,498) 6,357
Expenses not deductible for tax A HIF A X 11,268 16,905
Tax losses utilised from fFABRT M RIEEE
previous periods (59) (37)
Others HAh 721 14,507
Tax charge at the Group’s effective rate EASBERBERTERN
HEY H 258,063 297,290
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For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

8. DIVIDENDS

(a)

(b)

Dividends payable to shareholders of the
Company attributable to the interim period

The Directors do not recommend the payment of any
interim dividend for the six months ended 30 June 2019
(six months ended 30 June 2018: nil).

Dividends payable to shareholders of the
Company attributable to the previous financial
year, approved during the interim period

On 24 June 2019 upon the approval at the annual
general meeting, the Company declared a final dividend
and a special dividend in respect of the financial year
ended 31 December 2018 of RMB0.2067 per share
(2017: RMBO0.1659 per share) and RMBO0.00 per share
(2017: RMBO0.04 per share), respectively, with a total
amount of approximately RMB852,782,190 (2017:
RMB684,453,630) and RMBO (2017: RMB165,028,000),
respectively.

China Machinery Engineering Corporation

FEMHREIRRAERAT

8. KR

(a)

(b)

RABMHEENTFARATARR
RE

BEETEZIKNEE2019F6A4
308 Lk /N 1@ A B (E A o AR B

(B Z=2018%6 A30H IE/AEA
7)o

REMBEALE 2 BETR
FEERNTARAARRRE

R2019F6 A24 R (& IR A F K
SHER - AR RIFREE20184F
12A31B LM F EE IR AR H
I B REFRIRE DR ASRAR
#0.20677C (20174F : BRAR
#0.16597T) Kk &k A K #0.00
gL (20174 « & R A R %0.04
) BeBEHINANABARK
852,782,1907T (20174 : A R
#684,453,6307T) K& A R ¥EOT
(20174 : A R #165,028,000
TT) °
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For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

9. EARNINGS PER SHARE ATTRIBUTABLE TO 9. FENLARZEEESFEA

ORDINARY EQUITY HOLDERS OF THE PARENT HERER

The calculation of the basic earnings per share amount is BREKRRBHNTHZEZE20196F6A30
based on the profit for the six months ended 30 June 2019 BIEANEASRBEBRE QA L@
attributable to ordinary equity holders of the parent and the BAREF K EARE BT E B AR A0
weighted average number of 4,125,700,000 (six months ended REF¥59%04,125,700,000/% (B ZE2018
30 June 2018: 4,125,700,000) ordinary shares in issue during F6H30R8 L/~ @ A : 4,125,700,000
the period. f%) 5T & o

The calculation of basic earnings per share is based on: BREABHNOFETIER :

For the six months
ended 30 June

HZ6H30B LLAEA
2019 2018
20194 20184

(Unaudited) (Unaudited)
(REE) (R
RMB’000 RMB’000
ARMFT ARETFT

Earnings 2%
Profit attributable to ordinary equity FrEERERBAN AR
holders of the parent used in the FENE AR RS
basic earnings per share calculation A AR T 981,450 892,357
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For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

9. EARNINGS PER SHARE ATTRIBUTABLE TO 9. FENBLARZEREFEA
ORDINARY EQUITY HOLDERS OF THE PARENT NERER (&)
(CONTINUED)

Number of shares
KRG EE
For the six months
ended 30 June

HZ6H30H LA
2019 2018
20195 20184
Thousands Thousands
shares Sshares
FiR Fig
Shares % 17
Weighted average number of STEERERBNAR
ordinary shares in issue during the HINE 1T EERA
period used in the basic earnings INHEF 581
per share calculation 4,125,700 4,125,700
The Group had no potentially dilutive ordinary shares in issue REERE 220194 K%201846 A30
during the six months ended 30 June 2019 and 2018. HIEREALEE BTREBEES T
B IR o
10. PROPERTY, PLANT AND EQUIPMENT 10. 9%~ BERRE
During the six months ended 30 June 2019, the Group B £2019F6H30H L~ @ A - =&
acquired property, plant and equipment at a cost of EEKREVE BERZEHKAE
approximately RMB117,515,000 (six months ended 30 June 9 B AR ¥117,515,0007T (# =
2018: RMB149,320,000). No material items of property, plant 20186 H30H IE /< El A : A R ¥
and equipment were disposed of during the six months ended 149,320,0007T) ° & £20194 %2018
30 June 2019 and 2018. F6H30RIEAER - AEBWEEE
FRIEAME - BKERZEIEE °
11. RIGHT-OF-USE ASSETS 1. EHEEE
Right-of-use assets mainly represent land use right premiums FREEEXEREAEERUNAF
paid by the Group for land located in Mainland China. W £ 3 S S B b (E R RS o

1 34 China Machinery Engineering Corporation
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For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

12. INVENTORIES 12. &
As at As at
30 June 31 December
2019 2018
A20195F 20184
6H30H 12H31H
(Unaudited) (Audited)
(RE&&E) (25T
RMB’000 RMB’000
AR¥F T ARMEF T
Goods in transit TEEm 101,987 100,432
Entrusted processing materials ZEMIYE 156,522 188,228
Finished goods UK Th 406,907 285,881
Completed properties held for sale HEEED B I YE 11,364 11,364
676,780 585,905
Provision for impairment BERE (8,064) (7,005)
668,716 578,900
13. CONTRACT ASSETS 13. EREE

As at As at
30 June 31 December
2019 2018
A20195F 20184
6H30H 12H31H
(Unaudited) (Audited)
(RE&E) (25T
RMB’000 RMB’000
AR¥F T ARMEF T

Contract assets arising from: LNTEEEENESREE
Construction services e T ART% 4,395,837 4,002,940
Impairment TE (42,080) (25,107)
4,353,757 3,977,833
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REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

14. TRADE AND OTHER RECEIVABLES

14. E5 K EtEWRIA

As at As at

30 June 31 December

2019 2018

A20195F #R20184F

6H30H 12H31H

(Unaudited) (Audited)

(K& (£&5&5T)

Notes RMB’000 RMB’000

st AR¥ T ARMEFor

Bills receivable EWEE 123,800 162,411

Trade receivables B S rEMERIE 8,269,584 7,250,344

Long-term trade receivables RHEIE 5 IR 5,288,025 3,371,567

Less: Allowance for doubtful debts & @ RERE S (b) (1,965,594) (1,919,227)

Trade and bills receivables B Z eI IE & e E ik (a) 11,715,815 8,865,095

Advances to suppliers By ERE N ] 3,384,358 3,416,686

Other receivables H fth pE U Fh18 2,701,765 2,660,486

Debt investments BERERE 756,602 598,581

Less: Allowance for doubtful debts i = RER#E (b) (111,807) (114,643)

3,346,560 3,144,424

Total et 18,446,733 15,426,205
Portion classified as non-current DI AR EENIL D

assets (6,058,796) (3,905,768)

Current portion SRENER D 12,387,937 11,520,437

China Machinery Engineering Corporation
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For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

14. TRADE AND OTHER RECEIVABLES
(CONTINUED)

(a) Ageing analysis
An ageing analysis of the trade and bills receivables as

at the end of the reporting period, based on the invoice
date and net of provisions, is as follows:

14. EZ R EMEWRIER (&)

(a)

R 2 AT

RIFZHZEH RBEEHRNE
2 FE MU IR B B M 3R B A B

BRI T :
As at As at
30 June 31 December
2019 2018
120195 20184
6 H30H 12H31H
(Unaudited) (Audited)
(RGET) (Fz&5t)
RMB’000 RMB’000

ARETFT ARET T

Within 3 months 31E AR 7,105,205 5,820,715
3 months to 6 months 31 A =61E A 737,422 299,755
6 months to 1 year S ENEENE:S 2,381,088 1,297,292
Over 1 year 1L 1,492,100 1,447,333

11,715,815 8,865,095

There are no unified standard credit terms granted to
customers of the international engineering contracting
business and trading business. The credit terms granted
to customers of the international engineering contracting
business are negotiated individually on a case-by-case
basis and set forth in the relevant contracts. The credit
terms granted to customers of the trading business are
normally about three to six months. The bills receivable
are generally due within 180 days from the date of
issuance.

B TIEABEBNE S X
EPIEBERG—FEEED-
ETERIBABREBEFH
5 & B TR AE B 1B 2 X B S 1
T XEINNEREERA - KT
BIEBEPHNEER—ROA
ZEXRMEA - BEEE—RRE
1THHEEFT180 R A EH] -
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For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

14. TRADE

AND

(CONTINUED)

OTHER

RECEIVABLES

(b) Impairment of trade and other receivables

The movements in provision for impairment of trade

14. EZ R EMEWRIER (&)

(b) BEZRHEMEWRERE

B 5 FE WK IR B EL A R MR IRDR

receivables and other receivables are as follows: BEREFEOEBNT :
As at As at
30 June 31 December
2019 2018
MR2019%F 20184
6H30H 12H31H
(Unaudited) (Audited)
(RE&EET) (&R ET)
RMB’000 RMB’000
AREFT AREFT
At January 1 #1818 2,033,870 1,330,435
Impact of adopting IFRS 9 ER AN B B B 7 e 42 R
FOFMFE - 84,811
Restated opening balance under IFRS 9 1R 1% BIFR B 75 i & X Al
F o5 B BRI ERER 2,033,870 1,415,246
Impairment losses recognised R REEE 235,581 678,248
Impairment losses reversed B BRI EEE (134,777) (48,113
Amount written off as uncollectible S8 1S AT U = A 2 2R (57,273) (11,511)
2,077,401 2,033,870

China Machinery Engineering Corporation
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R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

14. TRADE AND OTHER RECEIVABLES 14. EZREMERRE (&)
(CONTINUED)

(b) Impairment of trade and other receivables (b) E5 &k HthEWIERE
(continued) (%)
Set out below is the information about the credit risk TREYFEAREBEEETENE
exposure on the Group’s trade receivables using a BAAEEZE ZRUKIBEERR
provision matrix: RS RE R
As at 30 June 2019 M"2019F6 H30H

Gross carrying Expected credit Expected credit

amount losses loss rate
HERTEE EHEEEE BAHEEEFEXR
(RMB’000) (RMB’000)

(AR®Fr) (AR¥Fr)

Within 1 year —F R 4,880,350 70,293 1.44%

1 year to 2 years —FEF 684,246 36,750 5.37%

2 years to 3 years MEE=F 205,068 26,122 12.74%

Over 3 years HBil=F 557,853 456,394 81.81%
6,327,517 589,559

Interim Report 2019
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REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

14. TRADE AND OTHER RECEIVABLES 14. EZREMERRE (&)

(CONTINUED)
(c) The amounts due from the related parties of the (c) FEWAEEPREE S RIE (FFA
Group included in the trade and other receivables EZREMEWFIE) S4TM
are analysed as follows: T
As at As at
30 June 31 December
2019 2018
20195 R2018%F
6H30H 12H31H
(Unaudited) (Audited)
(REEST) (4|5
RMB’000 RMB’000
AR¥Fr ARETT
SINOMACH o] 1,026,584 902,995
Fellow subsidiaries B Z BT A Al 38,074 52,367
Associates i l/NE 6,219 7,941
Fellow ventures SN 55 299
1,070,932 963,602
These balances are unsecured, non-interest-bearing and RERERRBEER  TETELE
repayable on credit terms similar to those offered to the IR AEEEERPERERN
major customers of the Group. EEHEZ -
(d) As at 30 June 2019, borrowings of RMB1,028,000 (31 (d) M2019F6H30H ' f&E B A R
December 2018: Nil) were secured by the Group’s trade #41,028,000 T (2018412 A 31
and bills receivables. H: &) UAEENE S EKRK

AR BRI RER -

1 40 China Machinery Engineering Corporation
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For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

15. CASH AND CASH EQUIVALENTS AND

PLEDGED DEPOSITS

15. RERBSEEBEYREERE

As at As at
30 June 31 December
2019 2018
MR2019%F 20184
6H30H 12H31H
(Unaudited) (Audited)
(REEES) (rez&st)
RMB’000 RMB’000
ARM¥FT AREFT
Cash and bank balances & MIRTTHEER 23,138,381 27,609,286
Less: Restricted deposits B SR HIF R (1,040,372) (1,211,805)
Cash and cash equivalents in REMHTHFRREXOES R
the consolidated statement of WEZEEY
financial position 22,098,009 26,397,481
Less: Non-pledged time deposits with W EEREREREA A
original maturity of over three months =& A LAk #yEE 4
when acquired TEHRTF 3K (4,345,585) (5,013,871)
Cash and cash equivalents in R EARR R K& HIR &
the statement of financial position MEXRMNIRENIREEEY
and in the consolidated statement of
cash flows 17,752,424 21,383,610

The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are made
for varying periods of between one day and three months
depending on the immediate cash requirements of the Group,
and earn interest at the respective short term time deposit
rates. The bank balances and pledged deposits are deposited
with creditworthy banks with no recent history of default.

ARETAEHEMKEMER - A
i R BRRE COMNEE RG] K
(BE  EERNETEMRE)  AK
B R R RS INE XA R ERTT
RMARB LMK EMER

RITBSHERRITERN KR ZH
FMEF R - BHERFERNFERGN
F-HE=ER  BIEANKEEE
Be®dLME  LRABEHAERTF
R KGR - |RITEH R D HERFR
FRA T EE R B EER FH
RIT
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R

RETT PSS Ot B TS AR MY

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

16. TRADE AND OTHER PAYABLES

16. E5 K E BN

As at As at

30 June 31 December

2019 2018

H20194F 20184

6H30H 12H31H

(Unaudited) (Audited)

(REHEST) (&R ET)

RMB’000 RMB’000

AR¥ T ARETFT

Bills payable R E 7,964 187,157
Trade payables B 5N KRIE 16,627,321 16,538,909
Trade and bills payables 2 5N RIE K ENEE 16,635,285 16,676,066
Accrued salaries, wages and benefits EstE e - TEREF 771,860 843,845
Other taxes payable H fih fEH R 1A 77,064 232,599
Long-term payables RARFE T SRIE 321,140 267,435
Long-term payables due within one year — —FRZ|H 7 K HAFEN T F0E 807,478 789,582
Other payables H b fE A 5RIE 4,406,650 3,749,021
23,019,477 22,558,548

Less: Portion classified as current liabilities & : 2 %8 &% =015 (22,088,738) (21,811,779)
Non-current portion FEmE D 930,739 746,769

China Machinery Engineering Corporation
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R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

16. TRADE AND OTHER PAYABLES (CONTINUED) 16. EZ R HAMESKIE (&)

An ageing analysis of the bills payable and trade payables as
at the end of the reporting period, based on the invoice date,

RIEZHZEH RBEEPRVELR
BREFENFRBENRESTOT

is as follows:
As at As at
30 June 31 December
2019 2018
A20194F 20184
6H30H 12A31H
(Unaudited) (Audited)
(RE&ET) (&)
RMB’000 RMB’000
AR¥ T ARETFT
Within 3 months 31E A AR 5,093,168 5,627,392
3 months to 6 months 31 A=6fEA 969,928 739,826
6 months to 1 year 6EA=14F 2,267,091 1,819,844
Over 1 year 1A 8,305,098 8,489,004
16,635,285 16,676,066

The amounts due to the related parties of the Group, which are
unsecured, interest-free and have no fixed terms of repayment,

ENASEBE DA GIABSE
NHIE) DIFTAT - ZERIBREE

included in the trade payables are analysed as follows: ®-pB  BIYWEETERE :
As at As at
30 June 31 December
2019 2018
201945 R2018%F
6H30H 12H31H
(Unaudited) (Audited)
(RE&EET) (f&=ET)
RMB’000 RMB’000
ARMFT AREFT
SINOMACH B 1 4,846 101,514
Fellow subsidiaries EESGIEIANE] 803,023 840,214
Joint ventures A& AT 20,295 36,797
Associates 4N Al 31,572 32,261
859,736 1,010,786
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For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

17. BORROWINGS 17. B &
As at 30 June 2019 As at 31 December 2018
#2019%6 A30H #2018F12A31H
Effective Effective
interest interest
rate (%) Maturity (Unaudited) rate (%) Maturity (Audited)
BERAE(%) A (REE)  EREAIE%) 38R (f&&5T)
RMB’000 RMB’000
ABHFT AREFTT
Current RE
Short term bank loans: 48 HR(TEH -
- Unsecured — EER 3.07-5.44  2019-2020 383,868 3.00-6.00 2019 640,164
- Secured —BER 5.22-7.00  2019-2020 204,029 3.29-5.44 2019 228,450
Current portion of long ~ REASR/TE A
term bank loans: mENED -
- Unsecured - BER 1.55-1.98  2019-2020 1,145 1.55-1.98 2019 1,189
- Secured - BER 513  2019-2020 8,540 5.18 2019 8,600
597,582 878,403
Non-current FRE
Long term bank loans:  REIRITER :
- Unsecured —BER 1.98 2022 2,266 1.00-4.90  2020-2029 59,782
- Secured - BER 5.13 2025 42,870 513  2020-2025 46,574
45,136 106,356
642,718 984,759

China Machinery Engineering Corporation
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For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

17. BORROWINGS (CONTINUED)

17. 188 (&)

Bank loans repayable EEZERITER
As at As at
30 June 31 December
2019 2018
R20194 20184
6 H30H 12H31H
(Unaudited) (Audited)
(REEES) (£ &|5T)
RMB’000 RMB’000
ARETFT ABRETT
Analysed into: DT A
Within one year —F RN 597,582 878,403
In the second year E_—F 9,849 67,407
In the third to fifth years, inclusive FE=FFTERF
(BHEEERE) 26,577 26,775
Over five years AEE 8,710 12,174
642,718 984,759

Notes:

(@) As at 30 June 2019, certain borrowings of RMB72,320,000 (31
December 2018: RMB79,084,000) were secured by the Group’s
property, plant and equipment, which included borrowings of
RMB51,410,000 secured by property, plant and equipment as
mentioned in note 17(d) below.

(b) As at 30 June 2019, certain borrowings of RMB182,092,000
(31 December 2018: RMB204,540,000) were guaranteed by the
Company.

() As at 30 June 2019, borrowings of RMB1,028,000 (31
December 2018: Nil) were secured by the Group’s trade and
bills receivables.

(d) As at 30 June 2019, borrowings of RMB51,410,000 (31
December 2018: 55,174,000) were secured by certain of the
Group’s property, plant and equipment, investment properties,
and right-of-use assets.

Hat

(@)

MR20194E6 300 * ETHEEARK
72,320,0007¢ (2018412 A31A8 :
AR #79,084,0007T) AL E &Y
¥ BEMEREBEREE  Hfa
FEATH 17 PR R B E -
WMEREEEAEFENEEARE
51,410,0007T °

MR20194F6H30H * HETHEEARKE
182,092,0007T (20184 12H31H :
A R #204,540,0007T) B AR 7 fE
ER

M201966H30H » £ B A B #
1,028,0007T (2018412 A31H :
) BARENE SR WRFIE R ER
ZRERER -

MR2019F6H30H ' &8 B A R ¥
51,410,0007¢ (2018412 A31A8 :
ABR#55174,0007T) BAEBEE T
Y - BB RRE - REWENGEA
BEEEREA -
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REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

18. EQUITY INVESTMENTS DESIGNATED AT FAIR

18. LA REBEFEBEESBHFA

VALUE THROUGH OTHER COMPREHENSIVE HiniZ e W PRERE
INCOME
As at As at
30 June 31 December
2019 2018
R2019% 20184
6H30H 12H31H
(Unaudited) (Audited)
(RE&EET) (#&Z=ET)
RMB’000 RMB’000
AR¥FT ARETFT
Listed equity investments, at fair value LiiRERE - BRARER
Hong Kong &5 68,940 56,328
Shanghai =2 5,554 5,644
74,494 61,972
Unlisted equity investments, at fair value  3F FHARHEIRE - I A A BE 423,147 363,918
497,641 425,890

China Machinery Engineering Corporation
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For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

19. ISSUED CAPITAL 19. ERTRA
As at As at
30 June 31 December
2019 2018
MR2019%F 20184
6H30H 12H31H
(Unaudited) (Audited)
(REET) (Feg&st)
RMB’000 RMB’000
AREFT AREFT

Ordinary shares, issued and fully paid B 31T R R @A

Domestic shares of RMB1.00 each BRARE1.00THAE R 3,217,430 3,217,430
H shares of RMB1.00 each R A RE1.007T HIHR 908,270 908,270
4,125,700 4,125,700

20. RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior periods are presented in the
consolidated statement of changes in equity on pages 92 to
93 of the interim condensed consolidated financial statements.

21. BUSINESS COMBINATION

On 7 January 2019, the Group acquired a 55% equity interest
in CERIECO RUBBER (THAILAND) CO., LTD at a total cash
consideration of RMB27,880,000. The acquisition has been
accounted for using the acquisition method. The interim
condensed consolidated financial statements include the
results of CERIECO RUBBER (THAILAND) CO., LTD for the
six months period from the acquisition date.

20. &

BRAZS -

21. ¥i586t

AEBRAHR B E R REES
BEREZEPNZEZTHERAEHYH
BRRFVCAEFWBERNA iR

K E B R2019F187H A A R &
27,880,0007T H) 42 IR & X B Y i
CERIECO RUBBER (THAILAND) CO.,
LTDHIS5% I 7 o 52 U B T % A3 U B
EBIER o MEA RS B KR BE
CERIECO RUBBER (THAILAND) CO.,

LTD B i B B /< 8 A H 48 -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

21. BUSINESS COMBINATION (CONTINUED) 21. ¥ 506t (&)

The fair values of the identifiable assets and liabilities of
CERIECO RUBBER (THAILAND) CO., LTD as at the date of

CERIECO RUBBER (THAILAND) CO.,
LTDR B B M A BRI B E R B (&

China

acquisition were as follows: WARBEIAT
Upon
acquisition date
N =RET
RMB’000
AREFT
Property, plant and equipment Y - BB REE 64,051
Other non-current assets HMIEREEE 233
Inventories FE 8,386
Trade and other receivables B 5 R E A FEWRIE 34,783
Cash and cash equivalents HekIReEEY 102,637
Borrowings BE (164)
Contract liabilities aEafk (1,920)
Trade and other payables B 5 R HEAER IR (148,996)
Total identifiable net assets at fair value BAREBEEINAIHNFEELRE 59,010
Non-controlling interests FEFE R = (26,553)
Gain on bargain purchase recognised REMMA RN ZERE K
in other income (4,577)
Satisfied by cash VAR & S £ 27,880
Analysis of cash flows on acquisition: WHERERENIT
Net cash acquired with the subsidiary U BB B BB A B IR & ) F 58
(included in cash flows from investing activities) (5t AIREEBAEIRER) 102,637
Cash paid EffRE (27,880)
Net cash flow on acquisition IR IR € R F 5R 74,757

Machinery Engineering Corporation

FEMHREIRRAERAT



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

22. COMMITMENTS 22, AiE
The Group had the following capital commitments at the end REBRREERER AT ERE
of the reporting period: g °
As at As at
30 June 31 December
2019 2018
M2019%F 20184
6H30H 12H31H
(Unaudited) (Audited)
(REGEST) (4 =ET)
RMB’000 RMB’000
AREFT AREFT
Contracted, but not provided for: BRI 4B R
Land and buildings T BT 567,790 690,162
Capital contributions EEN N 75,545 281,011
643,335 971,173
23. CONTINGENT LIABILITIES 23. XEAEE
The Company and certain subsidiaries of the Group are AR RAEENE THE AR AL
defendants in certain lawsuits as well as the named parties in HEKBER LR L IRAR AR
other proceedings arising in the normal course of business. EREMERRFHROWEELT o 8
While the outcomes of such contingencies, lawsuits or other REBBIRBEEFEEZSNABEH » A
proceedings cannot be determined at present, the directors of FEMEERFNGER  XRRES
the Company believe that any resulting liabilities will not have HESMBLIIFNaBErTEYHARE
a material adverse impact on the financial position, liquidity, ERBRN  RBESH KL HEE
or operating results of the Group. EEERTHFTE -

Interim Report 2019
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

24. RELATED PARTY TRANSACTIONS 24.

(a) In addition to the transactions detailed elsewhere in these
interim condensed consolidated financial statements, the
Group had the following transactions with related parties
during the period:

(b) In the opinion of the Directors, the transactions below
were conducted in the ordinary course of business of the
Group and in accordance with the terms agreed between
the Group and its related parties:

BB RS

(a) FRuth ARG HMBRRE M
MAPERHIN - REERAH
MR T ETTT TS ¢

(b) REEZEWNER > THXZIRN
AEE-REBBEFREAE
1) £ HL R B 5 e E RO MRS AT

For the six months
ended 30 June

BZ6H30HLAEA
2019 2018
2019% 20184
(Unaudited) (Unaudited)
(REGEET) (CREEEET)
RMB’000 RMB’000
AR¥ T AREFT
Purchase of engineering services and ERNZIEES: |
products from T2 AR5 I E
- Fellow subsidiaries — RZRWERAF] 118,807 27,549
- Associates i /NE] 3,013 -
Sale of engineering services and MR SHE TIRARTS
products to NEm
— SINOMACH — B 587,556 592,254
— Associates ol /N 255,441 843,019
Sale of integrated services to M5 & FHEHELE RIS
- Fellow subsidiaries —RRNBAF 4,933 93,296
— Joint Ventures NG 4,918 =
Net deposits withdrawn from ERNIESE e o=t
— Associate (also a fellow subsidiary) e VNEIRGE T
RRWBAR]) (261,804) (1,071,807)
Interest income earned from B T5& 75 BRERAY I S U A
— Associate (also a fellow subsidiary) — BN A (RI2
B ZHIEAR]) 68,948 27,108

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

24. RELATED PARTY TRANSACTIONS (CONTINUED) 24. (AR5 (&)

(c) BAEETS AUAE RERHEE :

(c) Outstanding balances with related parties:

As at As at
30 June 31 December
2019 2018
R20194F R20184F
6H30H 12H31H
(Unaudited) (Audited)
(REEF) (=)
RMB’000 RMB’000
AR¥Fr ARETF T
Cash deposits placed with RTEE&ANIRE TR
- Associate (also a fellow subsidiary) o NCIRGE
B ZHEAF) 3,619,725 3,881,529
Trade and other receivables due from JEWTIEFHES R
H h fE W sk IE
— SINOMACH — B 1,026,584 902,995
— Fellow subsidiaries —REMEAF] 38,074 52,367
— Associates Bl i /NE] 6,219 7,941
— Joint ventures e /NE] 55 299
Receipts in advance from B T51%& 75 WER Ay TR R IR
— SINOMACH — B 755,744 706,475
— Fellow subsidiaries G E=NG] 20,682 2,461
- Associates — B A A] 510 62,377
Trade and other payables due to RTINS HNE SR
e 3RIE
— SINOMACH — Bl 4,846 101,514
— Fellow subsidiaries — BERMBAT 803,023 840,214
— Associates — B\ A 31,572 32,261
— Joint ventures == WG] 20,295 36,797
Prepayments due to RIS T3 & 7 TR 58
— Fellow subsidiaries G E VNG 114,559 87,393
— Associates /N 8,912 10,465
— Joint ventures = /N 318 26,184

Note:

Except for the balances of cash deposits placed with a fellow

subsidiary which accrue interest at relevant market rates, the

balances due from related parties are unsecured, interest-free

and have no fixed terms of repayment.

BR—REARMERRNRSFRE
IR TS FI RGBS U R
TREHRAEER 2EHEYEETE
B -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTPHI A S S IS R M &

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

24. RELATED PARTY TRANSACTIONS (CONTINUED)

(d) Commitments with related parties:

(d)

As at 30 June 2019, the Group entered into several

sale and purchase agreements with related parties. The

24. BEEA RS (48)

AT T G

R201996 308 » AN £ [E H1 [
AR A TEE ek © AR

commitments and backlogs are as follows: HwRARTHRERENT
As at As at
30 June 31 December
2019 2018
R2019%F 720184
6H30H 12H31H
(Unaudited) (Audited)
(REGEST) (JEF=ET)
RMB’000 RMB’000
AREFT AREFT
Receipt of engineering services and BEIEEN TS
products from TR ME @
- Fellow subsidiaries — RIRAWNE AR 2,517,770 2,453,307
Sale of engineering services and M 5% 77 8 E TR AR
products to N
— SINOMACH — EH# 3,046,645 3,549,728
— Associates i /NE] 412,193 666,938

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

24. RELATED PARTY TRANSACTIONS (CONTINUED) 24. (AR5 (&)

(e) Compensation of key management personnel of (e) XEEETEEEAENEHH :

the Group:

For the six months
ended 30 June

B Z6H30H L /<fE A
2019 2018
201945 20184
(Unaudited) (Unaudited)
(REGEST) (REEERT)
RMB’000 RMB’000
AREFT AREFT
Short term employee benefits EHEBRT 13,318 16,669
Post-employment benefits BREL 12 1E T 301 316
Total compensation paid to MEZEEBABEYNH
key management personnel HENAAEE 13,619 16,985
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETTH GRS OB SRR M

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

25. FINANCIAL INSTRUMENTS BY CATEGORY 25. ERETWERMTIA
The carrying amounts of each of the categories of financial EHESRTARBERRNEDER
instruments as at the end of the reporting period are as s
follows:
30 June 2019 20196 H30H

Financial assets

SREE
Financial assets
at fair value
Financial through profit Financial
assets at or loss - held assets at
FVOCI for trading  amortised cost Total
NARBEHE  UAABENE
BEZ3A EHZEA DS 3
EGalE  BENSRMEE N
WemEE - HFEE HhemEE @t
RMB’000 RMB’000 RMB’000 RMB’000

ARRTR ARR TR ARR TR ABRTR

Equity investments designated at FVOCl M2 A EEFEEEEE

STARtE A R
KR E 497,641 - - 497,641
Financial assets included in trade FAB SR EMEKTIE
and other receivables SREE - 991 13,543,716 13,544,707
Restricted deposits RHIER S - 1,040,372 1,040,372
Time deposits with original maturity of ~ RIAZIEI B BB={E A1
over three months THER - - 4,345,585 4,345,585
Cash and cash equivalents HeRHLZEY - - 17,752,424 17,752,424

497,641 991 36,682,097 37,180,729

1 54 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

25. FINANCIAL INSTRUMENTS BY CATEGORY

(CONTINUED)

30 June 2019

Financial liabilities

THAR

25. RERISSNEMTA (&)

20196 H30H

Financial liabilities
at fair value through
profit or loss

Financial
liabilities at

- held for trading  amortised cost Total
UAREEE
BHZBIHA DS 1]
BRISREE RAZHEN
-RFEE SREE st
RMB’000 RMB’000 RMB’000
AREF7 AREFR AREFT
Financial liabilities included in iTAB S REMENFEN
trade and other payables SREE - 20,758,015 20,758,015
Derivative financial instruments STAB S REMENTIEN
included in trade and other payables fTEERBIA 69,020 - 69,020
Lease liabilities HERE - 69,642 69,642
Interest-bearing bank and other borrowings HEETREMEE - 642,718 642,718
69,020 21,470,375 21,539,395
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

25. FINANCIAL INSTRUMENTS BY CATEGORY

(CONTINUED)

31 December 2018

Financial assets

2018412 H31H

25. WERESTWERT A (&)

SREE
Financial assets
at fair value
Financial through profit Financial
assets at or loss - held assets at
FVOCI for trading amortised cost Total
WAREESE
WRREEE BEZFHFA
BHEEHTA BaH)
koot Gk TREE - S 330
TRAE BEEE  GIENERAE ait
RMB’000 RMB 000 RMB’000 RMB’000
AEETFT ANEEFTT ANEEFTT AEEFT
Equity investments designated at FVOCl A7 BBz EEHEH
STARMET A R
KR E 425,890 - - 425,890
Financial assets included in trade and 5 AZ 5 R EU A
other receivables HEeREE - 552 12,052,395 12,052,947
Restricted deposits RB R - - 1,211,806 1,211,805
Time deposits with original maturity FRESEARE=EAMN
of over three months THER - - 5,013,871 5,013,871
Cash and cash equivalents BERBLEEY - - 21,383,610 21,383,610
425,890 552 39,661,681 40,088,123

1 56 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

25. FINANCIAL INSTRUMENTS BY CATEGORY

26.

(CONTINUED)

31 December 2018

Financial liabilities

25. RERISSNEMTA (&)

201812 A31H

tRAE
Financial liabilities
at fair value through Financial
profit or loss liabilities at
- held for trading amortised cost Total
MDA EBERE
BEZHIA
BaNemAR  NEHRAGE
- REEE femak Ch
RMB’000 RMB’000 RMB’000
ARETT AEETT ANEETFT
Financial liabilities included in AR S REMENFEN
trade and other payables 2RAR - 20,929,417 20,929,417
Derivative financial instruments STAB S REMENTIEN
included in trade and other payables TESRMIA 53,741 - 53,741
Interest-bearing bank and other borrowings SRRTREMEE - 984,759 984,759
53,741 21,914,176 21,967,917
FINANCIAL RISK MANAGEMENT AND FAIR 26. ERABEERAAEE

VALUES

(a) Financial instruments carried at fair value

The following table presents the carrying values of
financial instruments measured at fair value at the end of
the reporting period across the applicable levels of the fair
value hierarchy defined in IFRS 7 Financial Instruments:
Disclosures with the fair value of each financial instrument
categorised in its entirety based on the lowest level of
input that is significant to that fair value measurement.

(a)

UAREEIIRNEMIA

TREIARAEBEFENDH
TARNBEMRERRY K RE
HRETR T HE : RE| MR
RENAABEERNBERAER
MREE SERTANAAE
BExefBEHZAABENEM
FEEZNREERBAZHE

B
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETTH GRS OB SRR M

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

26. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(@) Financial instruments carried at fair value
(continued)

The Group’s financial instruments carried at fair value as

at 30 June 2019 and 31 December 2018 are measured
under Level 1 or Level 2.

As at 30 June 2019

26. IBEAKBREER N AEE ()

(@) A2ABEIRHNEHMIA
(%)

AREE 201996 A30H &2018
F12A31BE AR EBEIENS
R T AR E1 F e E2RE o

Fair value measurement using

RANTHENQAEERE

Quoted
prices in Significant
active observable
markets inputs
(Level 1) (Level 2) Total
R R ™5 EARTHE
H R E WAE
(B18R) (582#%) #at
RMB’000 RMB’000 RMB’000

R201956 H30H AREFT ARETFT AR¥TFT
Assets BE
Financial assets at FVOCI AR BEFERHEES:TA
Hitir A MmN e mEE 74,494 423,147 497,641
Derivative financial STAR 5 K E M FEWRGRIE
instruments, included in RPTESRI T A
trade and other receivables 991 - 991
Liabilities afE
Derivative financial instruments st A H A REI& G & EH
included in other current TESMTE
financial liabilities
— Foreign currency forward — REINEA L
exchange contracts 69,020 - 69,020

1 58 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
R ETPHI A S OB IR ML

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

26. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(@) Financial instruments carried at fair value
(continued)

26. BBABREER N AEE (&)
(a) UAABEFIRNSHMTA
()

Fair value measurement using

FERUATBEN AR EEFE

Quoted
prices in Significant
active observable
markets inputs
(Level 1) (Level 2) Total
& BT BRABE
B R (E BAE
(1) (F24%) HEr
As at 31 December 2018 RMB’000 RMB’000 RMB’000
#2018 12A31H AR®FT ARETFT ARETFT
Assets BE
Equity investments designated A% BETE B HEZ A
at fair value through other H i W ERE
comprehensive income 61,972 363,918 425,890
Derivative financial instruments, 5t A& 5 & H b fEUL Z B H)
included in trade and other TESRMIE
receivables
— Foreign currency forward — REINES LY
exchange contracts 552 - 552
Liabilities &
Derivative financial instruments 5t A& 5 & H b B 2B H)
included in trade and TESMITE
other payables
— Foreign currency forward — RHIINES LY
exchange contracts 53,741 - 53,741
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AT HAE B S OF BA 75 AR AR MY 5

For the six months ended 30 June 2019  #£201946 A30H IE/~{E A

26. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(b) Fair values of financial instruments carried at
other than fair value

The carrying amounts of the Group’s financial instruments
which were stated at cost or amortised cost were
not materially different from their fair values as at 31
December 2018 and as at 30 June 2019.

(c) Estimation of fair values
(1) Receivables and borrowings

The fair value was estimated as the present value
of the future cash flows discounted at the market
interest rate at the end of the reporting period.

(2) Derivatives

Foreign currency forward exchange contracts are
measured by discounting the difference between
the contractual forward price and the current market
forward price. The fair value of interest rate swaps
is obtained using discounted cash flow models. The
Group enters into derivative financial instruments
with various counterparties, principally financial
institutions with strong credit ratings. Derivative
financial instruments, including forward currency
contracts and interest rate swaps, are measured
using valuation techniques similar to forward pricing
and swap models, using present value calculations.
The models incorporate various market observable
inputs including the credit quality of counterparties,
foreign exchange spot and forward rates and interest
rate curves. The carrying amounts of forward
currency contracts and interest rate swaps are the
same as their fair values.

China Machinery Engineering Corporation
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26. IBEAKBREER N AEE ()

(b) FEUAABEIIRNEHMIA
HAREE

(c)

M2018%F12 A31H K R20194F6
B308 » 2N B LA K AN 3 64 K
AHEMNESH T EMRAEER

AN

BEITEERER -

DMABEENMGE

(1)

(2)

FEYREREER

R BEAHEABRKASR
ERBEHRROMISH =
HEIIE -

fTET A

EHIMNER VR R A RE
HERRREMISENER
ZEBEE - FXIBHMA
REBEEEATARSRER
AEE - AEERTFRHF
ETTESRIARS - £
ERERFREBENEBHE
B-TESRIA (BEE
HEBEQOENXI=ME
%)) R BALURHIE B RiE
HIRA WG ERMN  ZRE
AR REFRURBEZAD
LHBREARE  0R5
BFEEEE - SMERH -
EHARN R FNF R 4R o =
EHAHNMARIE A O
FREESEE QA EEER -



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH GRS B R RR M

For the six months ended 30 June 2019  #Z201946 A30H IE/~{E A

27.

28.

SUBSEQUENT EVENT

There was no material event subsequent to 30 June 2019.
APPROVAL OF INTERIM CONDENSED
FINANCIAL STATEMENTS

These interim condensed financial statements of the Company

were approved and authorised for issue by the board of
directors on 26 August 2019.

27. MEREE

7201946 A30H 1& I #& {£ fa] & A Hj
‘’EIE -

28. #it/EP R A B w K

AR E Y HRAA S R R 2 102019
FEH2AREFSH A RFETIE -
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Definitions and Glossary of Technical Terms

“ASEAN”
[REA

“Audit Committee”
[EBitZEZ

“Board”

(Exg]

“CAD”
[mEArT]

“CG Code”
[z R<Tall
"CERIECO"
[ HRR
“China Machinery R&D”
[ H#h |
"CMEC Wuxi"
[k |

"CMEC Suzhou"

[ R &R

China Machinery Engineering Corporation

FEMMREIRRAERAT

Association of Southeast Asian Nations
A 75 F R B

the audit committee of the Board
EEgEiT£EE

the board of Directors

Exg

Canadian dollars, the lawful currency of Canada
MEXRT - MEREEEEHS

the Corporate Governance Code set out in Appendix 14 to the Listing Rules
(LA MsR14Fr8 2 EEAFA

China-East Resources Import & Export Co., Ltd.* (F 4 R4 H O AR & (£
A |]), a wholly-owned subsidiary of our Company established in the PRC
on 22 July 1993 with limited liability

PRRREHAAREEAR - —KPN1993F7 A22 B FEH BIKZH AR A
2 EWBEREENF

China Machinery International Engineering Design & Research Institute Co.,
Ltd.” (P& BB TR 5T 5Ebt B R & £2 7)), a wholly-owned subsidiary of
our Company established in the PRC on 5 October 1993 with limited liability
PHBEIR TIRRAMEREREERR - —KN1993F 10 A