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CORPORATE PROFILE
DA

BUSINESS OVERVIEW

CMIC Ocean En-Tech Holding Co., Ltd. (“CMIC"” or the “Company”,
formerly known as TSC Group Holdings Limited) was incorporated in the
Cayman Islands and its shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The Company
and its global subsidiaries (the “Group”) are primarily engaged in asset
investments and operations management of offshore platforms, design,
manufacturing and service of core equipment packages in the land and
offshore oil and gas exploration and development industry, and clean
energy and technology investments.

Together with our substantial shareholder, China Merchants & Great
Wall Ocean Strategy & Technology Fund (L.P.) (the”Fund”), we provide
integrated financing and asset solutions to global clients. Our affiliated
joint venture, Wealthy Marvel Enterprises Limited (the “JV" or “WME")
(owned as to 50% by Alliance Offshore Group Limited (“AOG", a wholly-
owned subsidiary of the Company) and 50% by the Fund) concluded
transactions with Shelf Drilling (“SHELF”), the world’s largest operator
of jack-up rigs by amount of global contracts in hand in relation to jack-
up rigs according to CLARKSONS's Statistics as at 31 January 2020, for
sales of two units of jack-up rigs and subscription of shares in SHELF.
We deliver efficient and high-quality integrated solutions to enhance the
intrinsic value of our assets as well as to create value for our customers.
Our principal objective is to position the Group at the front of cyclical
opportunities as a means of completing a strategic layout of extension
from offshore core equipment manufacturing to offshore rig asset
investments, operations and management.

EBEHN

ERBEREFERMRZERERAR (BEERE
BRIk ARRE] - AT TSCEREZERBR AR NRF
SHEEMKY  ERERERXZMER AR ([H
RADERLET - KRR REZHKMBE QR (EREIA
SEDNEILEBREFIETREEREREY
B E RS RMRMRABETERORGERES
RET - BUEBRRY - LB REERMBRIRE %75
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ARRBERNREEIRARMEFRBHBEREE
*E2(EEIEFEE:D)  ZoMNAZENER
BIEFIEERART - BB TESE LT (Wealthy
Marvel Enterprises Limited * E§fB[ & B A F |8k
[WME] © BBANA Bl 2 B Hi 8 A B Alliance Offshore
Group Limited [AOG] 828 ¥ RHE E & B 1550% /% 15)
B2 PRE — K (RIZCLARKSONS 23k B 7 = & # F
AEFaNSBRERMAG - BE202091831H) B
FHa 8 HF 438 4 i Shelf Drilling (R78SHELF]) Rk
HE2EE AN EH T A RRBBSHELFRHR S - @
BEFHRAGERESFIEFEEESNSE
B RASENCEMS BAYARGRE - EA
HEERA  BERASEEFIEZORERE
MEFIRETaEEELEERERMEBREHRE -

CMIC Ocean En-tech Holding Co., Ltd.
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After many years of development, the core offshore equipment and
packages businesses of the Group have became world leading. The
principal businesses include the design, manufacture, installation and
commissioning of onshore and offshore drilling rig equipment and
general packages. Specific equipment products include cranes, machine
rack pipes, jacking systems, power control and transmission systems,
tension adjustment and compensation devices and systems, etc. Rigs
maintenance, repair and operation (MRO) products and services include
oilfield expendables, accessories and parts manufacturing, sale and repair
services.

The Group pays close attention to the development of clean energy and
technology related industries, proactively looks for the opportunities for
investment and consolidation with marine energy science and technology
related industries to realise synergistic effects of each business segments
through investing in the undervalued opportunities along the industrial
supply chain to enhance the overall performance of our business and
maximise the interest of the shareholders and investors.

As for mid and long term development plans, the Company intends to
further strengthen its offshore engineering industrial value chain, with the
help of the extensive experience of the old and new teams, continue to
acquire high-quality offshore engineering platform assets and to enhance
effectiveness and efficiency of utilisation and brand influence on offshore
assets through investment in or cooperation with global leading offshore
rig operators and oil companies. By utilising our channels in accessing
capital, the Company will continue to expand its offshore assets operation
and management business and achieve full development in 2020.

CORPORATE PROFILE
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CORPORATE PROFILE | MILESTONES
ATEN | ERE

Emer International’s 2nd
manufacturing facility

EMER

Emer International started
business in Houston, Texas,
U.S.A. and took the lead to
introduce a number of advanced
equipment and technologies to
China’s oil and gas industry

R B S BN (R ETIE £
R - RHEDHRITESES A
B A BERBMRMm

founded in Qingdao, China.
It is a manufacturing plant for
hydraulic ends and accessories of
mud pumps
KREBRNTEEERYE 4
EEEM - BLERRRIR AL
1

Emer International acquired
Zhengzhou Highlight and
Zhengzhou GEAR, obtained solid
over control production line
and lifting system product line,
became the only company in
China that can provide research
and development, design and
manufacture of lifting device for
jack-up rigs

PR AR B i B U ES M A DR AN D
MER - BSEFEERTRE

RMEmMAR AT BIME—fElE
HEARNBEHFEAREER
- RETFEEN AT

1995 2001 2002 2005 2008

Emer International was listed on
GEM of the Stock Exchange

REREENEBRIFR T

HHCT, Emer International’s first
manufacturing facility founded

in Xi'an, China, manufactured
power control and driving system
for onshore drilling

BRBROE — FEEMERE
Hi(HHCT)RA P BIFE ZpRSL - B
ek 3t #8444 B D 15 I AN BE B R 4

CMIC Ocean En-tech Holding Co., Ltd.

04 Annual Report 2019

Emer International acquired
GME (London AIM), and was
rebranded as TSC Offshore,
expanded the product line of
offshore drilling equipment and
acquired the whole package
capability of offshore drilling
rigs. It has become one of the
few global companies that can
provide the whole package of
offshore drilling rigs in parallel
with NOV and MH

25 B U EEGME(London AIM)
Wk B ABTSCEE  BATHEL
EFRBEMS  BET B
BEEES - ENOV ~ MHIEFIAK
BERVHREREE FEFER
HAREZ—



TSC Offshore transferred its
listing to the Main Board of the
Stock Exchange
TSCRFEZERBHIAER
il

2009 ;'2011

TSC Offshore rebranded as
TSC Group
TSCOBFE R RTSCER

In the same year, CIMC
became strategic shareholder
of TSC Group

A hEEEKRTSCEE
BB

CORPORATE PROFILE | MILESTONES

The Company allied with Zentech and
CSSC to construct high spec R-550D
jack-up drilling rigs and started the
development of investment and
operations management of offshore
engineering platforms

HiZentech XA EEM A ERE S
HI&R-550D B FHAEHF A - FIaE
EEFIIRTAREELTIRER

In the same year, the Company
established Qingdao equipment
manufacturing base

R - Y BEERBREEM

February 2018

2018%2A

The Fund became the controlling
shareholder of TSC Group

BRI R RRTSC SR B AR AR 3R

December 2018
2018128

In December 2018, two CJ46 drilling
rigs were bareboat chartered to SMS, to
provide services to Abu Dhabi National
Oil Company

2018512 A 2 FECI46EH F &4
SMS RIS FLEEBR AR A 7]

L

/3

aF
)
4

AREN | EE®

January 2019

2019%1A8

e The Company conducted
rights issue to introduce new
shareholders

HHRARIE 5| AZTAR R
e TSC Group Holdings Limited
was officially renamed as

CMIC Ocean En-Tech Holding
Co., Ltd.

TSCEEZEKRARARERE

EBREBBRETFIRE

TR A A

e In February 2019, the
affiliated joint venture WME
entered into sales agreements
with SHELF, the world’s
largest operator of offshore
jack-up rigs, for two units of
CJ-46 jack-up rigs

* 201952 F - AERAIWME

HIRIRE— X FRA B

B E SR SHELF K 2£2 %

CIAGFUEHF B M E 1

ST

e In May 2019, the sales of two
units of CJ-46 rigs to SHELF
was completed. At present, the
rigs provide services to Saudi
Aramco

o WFSAH - 2B K E4SHELFE]
CHA6TIBIT ATk ZE] - BAT

ERBPOD A AERK AR A

=

e In September 2019, the
Company won the contract for
the offshore rig service project
of Pemex, the national oil
company of Mexico, in relation
to provision of two units of
JU2000E rigs to Pemex. The
rigs arrived Mexico in early
December

o FAFIA - HIEEFEFERAM
ARIPemex8 LI RISIEE -
FPemexi2 {2 A )U2000E 2 # H
FEEETARER12ALAE
ERPE

SEERSHERNEERERLA | )5
—T-NEER
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CORPORATE PROFILE | MAJOR EVENTS

DAEN | EEXEHE

MARCH 3 H

HHCT, a wholly-owned subsidiary of the Company, entered into
orders in relation to several sets of electric control equipment and
services with CNPC Xibu Drilling.
2EFRAAT SRS AT AAANBRETSESERE
HARTGRTEE o

JULY7H

The two units of CJ46 rigs sold to SHELF started operation at the
operation site.

& 43 SHELFAI2 BECJA6 T S8 H+ T & I (ESE M R IR 1E 3£ -

OCTOBER 10H

The Company settled the debts by issuing to Jinghong Company
122,726,709 settlement shares at the issue price of HK$0.56
per settlement share, representing a premium of 115% over the
closing price on the last trading day.

LA0.56 /8 /AR B AR [ R R A B3 17122,726, 709 A H A (D A
BEER  RHERXSHBKRHEREI115% °

JANUARY 143

08

TSC Oil and Gas Services Group Holdings Limited, a wholly-owned
subsidiary of the Company, was granted the contract in relation
of land rig equipment and accessories project of Tarim oildom in
Xinjiang.
2EFAAFTSREHREERBEHR A RENBEENHR
EREnEAREREGBBESR -

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019

O)

FEBRUARY 2H

The joint venture WME signed agreements with SHELF with respect to
sales of two units of CJ46 rigs. Moreover, WME and the Fund jointly
increased their capital investment into SHELF and thus jointly hold
19.4% shares of SHELF, becoming SHELF's largest shareholder.
BERFWMEERZIRE—XE EBAREH; T QEERSHELPERK
H2BECIAGEIEH T AL S - RS BFRIRES KR
B SHELF » FEEMRDEN19.4% » BOAEE—KIRRE o

MAY 5H

An overseas subsidiary won the contract for the offshore rig
service project of Pemex, the national oil company of Mexico, in
relation to provision of two units of JU2000E rigs to Pemex. The
Company completed the delivery of two units of CJ46 rigs sold to
SHELF and the rigs were sent to the operation site.
BINFRARIHIERFETFEEKAM A A PemexE  #HREE
B REFIRHE2EIU2000EF #EH T & o 28 H B4 SHELFE)
ClACRIEH T AR EYMRE - BIER MRS, -

SEPTEMBER 9 H

The Company won the contract for activation of two units of
JU2000E rigs in Mexico which were delivered to Mexico on 16
September.

EPFHR2EIU2000ER EBHF AR AELIE - MEFAR
9A16 A B R I A IR AT 22 PR FF ©

DECEMBER 12 H

Two units of JU2000E rigs arrived Mexico in early December and
final inspection was conducted for the rigs before operation.
2BEJU2000ER EH T &0 12 A L AHE RS - ETEXEAD
RIEIRER ©



FIVE YEARS FINANCIAL SUMMARY

The following is a summary of the consolidated results, assets and

liabilities of the Group prepared on the basis set out in notes.

EFMBHRE

AT RARERE T XM EMBEERRNEAR

B BERAEBEHE -

statements.

CONSOLIDATED RESULTS mEeXEE
2019 2018 2017 2016 2015
—2-nE TN\ —TtF —T-R¥ —T-I1F
Us$'000 Us$'000 Us$'000 Us$'000 Us$'000
TER TET TET =T TET
Revenue Wz 70,246 58,839 76,552 142,531 194,899
Cost of sales HEKA (46,210) (48,792) (67,331) (104,745) (140,543)
Gross profit E7 24,036 10,047 9,221 37,786 54,356
Other revenue and net income (including - f Iz RiF WA
reversal of impairment losses/ (RERERRE
provisions) e/ BB 14,404 934 2,411 5,685 3,842
Selling and distribution expenses HERSHAX (4,981) (5,635) (6,902) (5,170) (12,554)
General and administrative expenses —RRITBHAY (23,960) (27,693) (25,991) (33,409) (33,089)
Other operating expenses (including Hifg gy ( BRERE
impairment losses/provisions) B8/ %) (1,239) (6,609) (58,797) (111,841) (5,975)
Finance costs REKR (1,727) (2,450) (4,352) (4,363) (4,545)
Share of results of associates DIEBENAEE 36 1 4 = =
Share of result of joint venture PERERREE 3,728 = = = =
Profit/(loss) before taxation BBATER /(B518) 10,297 (31,405) (84,406) (111,312) 2,035
Income tax FTiSH (979) (10,381) 987 (264) (738)
Profit/(loss) for the year attributable to X2 AIRRAEARER1G
equity shareholders of the Company A, (E518) 9,701 (41,358) (82,790) (110,450) 2,097
ASSETS AND LIABILITIES EEHEE
2019 2018 2017 2016 2015
—E-hF -\  ZE—+tF ZE5F —hEF
Us$'000 Us$'000 Us$'000 Us$'000 Us$ 000
TEx TEL TEL TET TEL
Non-current assets FRBEE 97,587 52,774 73,355 86,057 115,591
Current assets mEEE 258,591 228,008 241,252 326,767 454,138
Current liabilities EU=VET (228,789) (245,183) (286,619) (275,359) (312,281)
Net current assets/(liabilities) nHEEFE/ (BF) 29,802 (17,175) (45,367) 51,408 41,857
Non-current liabilities FnBEE (6,975) (7,201) (14,321) (41,391) (38,453)
Total assets BEE 356,178 280,782 314,607 412,824 569,729
Total liabilities mEE (235,764) (252,384) (300,940) (316,750) (350,734)
Net assets BEFE 120,414 28,398 13,667 96,074 218,995
Notes: MiaE
1. The summary of consolidated results of the Group includes the results of the 1. ARENERE AABE S IEARE] L HMB A RIH 5
Company and its subsidiaries as if the current Group structure had been in 5 BIE Al IWEERER AR EZEAR®
existence throughout the financial periods, or from the respective dates of BEMARYERRAREERE) —BEFE - A5E
the incorporation where this is a shorter period. The consolidated results of BE-T— ﬂi‘?’ R=+—RIEFENGE FKEH
the Group for the year ended 31 December 2019 are as set out on pages RIS ERMIBSREAMEI17TEE118E ©
117 to 118 of the audited financial statements.
2. The consolidated statement of financial position of the Group as at 31 2. AKER_T—AF+- A=+ —BNEAMHIRR
December 2019 are as set out on pages 119 to 120 of the audited financial 2%%63@&%*2%?%1&%5’]%1 191208 °

ERERSFREERNEERERAR

—T-NEER
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CHAIRMEN'S STATEMENT
EE®RE

The year 2019 was a critical turning point for CMIC and the first year for the Fund to improve its efficiency and
strengthen its control after its investment in CMIC.

“TSC Group”, CMIC's predecessor, is a product and service provider dedicated to the global offshore and
onshore oil and gas exploration and development and rig demolition industry. It has completed a total of 9 rig
turnkey projects, built the world's first R-550D offshore jack-up rig and started the offshore assets operation
and management business. It has rich industry resources and a service network spreading at home and abroad,
and highly tallies with the Fund’s original intention of strategic investment. In February 2019, after introducing
strategic investors, the Company was officially renamed as “CMIC Ocean En-tech Holding Co., Ltd.” and set sail
with a new look and a new strategic development direction. In the past year, the new team worked hand-in-
hand with the original team of TSC Group. In the context of the global economic downturn and the continuing
sluggish offshore engineering market, the Company achieved cash flow-back through revitalizing the operation
of rig assets; seized the Mexican oil market to gain business development space; exerted efforts to win orders for
land rig equipment and gained market recognition. In the end, thanks to the efforts of all parties, CMIC realised
a turnaround and turned in satisfactory results for shareholders.

At the beginning of 2020, Mr. Wang Hongyuan, chairman of the Board and CEO of the Company, resigned from
his positions in the Company due to other commitments. Mr. Lou Dongyang was appointed as the chairman
of the Board of the Company and Mr. Cong Yongjian was appointed as an executive Director and CEO of the
Company. On behalf of the Board, | would like to express my sincere gratitude to Mr. Wang Hongyuan for his
hard work and outstanding contributions to the Company in the past two years. | believe that the new and old
members of the Board and senior management team can get along well with each other as soon as possible to
form a joint force to lead CMIC to keep progress and make great achievements.

At present, the successive outbreak of the new coronavirus epidemic at home and abroad has a huge impact
on the global economy. Russia and Saudi Arabia have released information on increasing crude oil production
since April, resulting in a drop in the price of Brent crude to below US$30 per barrel in mid March, which
undoubtedly “made the situation worse” for the downturn of the oil and gas industry. Of course, with the
gradual improvement of the epidemic situation, the global economy will gradually be on track, and | believe
that the oil and gas industry will be able to regain market confidence. At present and in the next stage, CMIC is
and will still be in a period of strategic opportunities with “promising prospect” in which opportunities coexist
with and outweigh challenges. We must have a clear understanding of the situation, seize opportunities, and
adopt innovative ideas to advance the work in more predictable and pertinent way. We have to plan ahead, seek
progress while maintaining stability, and get prepared for the future. In 2020, the CMIC shall leverage on the
global energy structure adjustment to seize the opportunity of rig asset integration which occurs once in 30 years
in the offshore engineering market and fully cooperate with the shareholder China Merchants Group in respect
of resources to consolidate the foundation and give play to advantages; At the same time, CMIC will continue to
deepen its transformation and development to achieve balanced development of the Company’s offshore asset
management, high-end equipment manufacturing, and oil and gas service business. A multi-layered and all-round
incentive mechanism will be built and improved for short-, medium-, and long-term development to energize the
Company through the mechanism and promote transformation with vitality. We will continue to jointly forge
ahead in a pioneering and innovative spirit, to serve all shareholders and global clients.

Low Lorgyary Sang ing Tlaa
Lou Dongyang Jiang Bing Hua
Chairman of the Board Co-Chairman

Hong Kong, 27 March 2020

'I 0 CMIC Ocean En-tech Holding Co., Ltd.
f\nnuul Report 2019
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CEO’S STATEMENT
HREHITERS

The year 2019 was the first year for CMIC's business upgrade. In the context of the slowdown in global
macroeconomic growth and the fact that the offshore engineering market has not fully picked up, CMIC, firmly
adhering to the general principle of “striving for progress while maintaining stability”, cooperated with potential

strategic partners in a more proactive way and promoted its transformation and development through the
structural reform at the supply side.

In 2019, the Company'’s accumulated revenue, gross profit, net profit for the year and total assets amounted to
US$70.2 million, US$24.0 million, US$9.3 million, US$356.2 million, respectively, representing a year-on-year
increase of 19.4%, 139.2%, 122.3% and 26.9%, respectively. The Company’s total liabilities decreased by 6.6%
year-on-year to US$235.8 million and its net assets increased by 324.0% year-on-year to US$120.4 million. The
gearing ratio and interest-bearing debt ratio of the Company was 66.2% and 2.6% (excluding lease liabilities),
respectively. As of the end of December 2019, the balance of cash and cash equivalents and pledged bank
deposits amounted to US$36.1 million, representing an increase of 75.0% over the same period of last year.
Throughout 2019, the new orders of the Company amounted to US$68.9 million.

In the past year, the Company mainly implemented its strategic transformation centering on “business
integration, structural optimization, cost reduction and efficiency improvement, and strict risk control”. To get
more benefits, the Company proactively integrated the offshore manufacturing elements of its shareholders of
China Merchants Group and CIMC Group, realised global leasing and sales of multiple offshore rigs through

“boosting production with finance”, and improved the offshore asset management business despite the "adverse
situation”.

In the first half of the year, the Company successfully integrated six jack-up rigs, of which two units of CJ46
rigs served the Abu Dhabi National Oil Company and started offshore drilling services; the Company signed
agreements with SHELF with respect to sales of two units of CJ46 rigs and together with the Fund, a substantial
shareholder of the Company, jointly increased their capital investment into SHELF and thus jointly hold 19.4%
shares of SHELF, becoming SHELF’s largest shareholder. This signifies a substantial breakthrough in CMIC's
offshore asset management business. The Company conducted in-depth cooperation with the international top
rig operation management company by way of exchange of shares with assets, which is an important step in
the Company's strategic transformation and beneficial to the expansion of the Company’s offshore rig asset
management business and the of the industrial chain and also generates synergistic pulling effects for the
offshore equipment manufacturing, spare parts supply and rig maintenance businesses.

Mexico is the current hotspot area of global offshore engineering. Leveraging on the resource advantages gained
in the development of the international market for many years, the Company and its partner CP Latina jointly
won the contract for drilling services of PEMEX, the national oil company of Mexico, and to provide them with
two units of JU2000E jack-up rigs. The CMIC team'’s successful access 1o the Mexican market indicates that the
Company's offshore asset management business has been recognized by the international mainstream market

again and is also conducive to the simultaneous expansion of the Company's offshore equipment manufacturing
and service business.

In terms of equipment manufacturing and oil service related businesses, sales orders still face severe challenges
as affected by the industry cycle. Upholding the principle of “development of offshore and onshore businesses in
an innovative model”, the Company proactively develops land rig projects. It got equipment orders from CNPC
through the innovative package solution model integrating “lease instead of sales + supporting service”; and

drilling equipment orders from Tarim oildom in Xinjiang by way of lease and sales. Thus, the Company has been
fully recognised by the market.

'I 2 CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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In"early 2020, the new coronavirus epidemic swept the world and cast a shadow on the global economy. Russia
and Saudi Arabia released information on increasing oil production, which caused a cliff-like drop in the Brent
crude index in March, and crude oil prices would be under great pressure in the short term. With the epidemic
under control, economic recovery and introduction of market rescue measures by the governments of al|

At present, as the offshore engineering market has not fully recovered, it poses a good opportunity which
occurs once in 30 years to integrate the offshore assets. Due to this opportunity, China’s shipyards have built
an inventory of more than 50 units of offshore assets, most of which are jack-up rigs, accounting for 70% of
China’s inventory of offshore assets, which is extremely beneficial to the integration of jack-up rigs.

In the context with both challenges and opportunities, in 2020, the Company must firmly adhere to the
balanced development concept of “quality first, benefit priority, scale moderate”, continue to improve |
the equity structure, and increase attempts for potential cooperation opportunities with strategic partners J
including exchange of shares with assets and equity swaps, and proactively introduce strategic investment

future potential development in terms of offshore engineering, technology and energy and achieve synergy
with equipment manufacturing industry. Focusing on its core values, it will look for opportunities to extend
the transformation to new areas and markets. The traditional sales model will gradually evolve to the method
in combination of “financial leasing + supply chain management”, to promote the proactive integration of
1 technological changes represented by “technicalization, intellectualization and networking” and promote the
' technological innovation and efficiency improvement in the field of marine energy by use of technological
breakthroughs in the fields of Al, big data, robotics, Internet of Things and others.

In the future, the Company will keep on innovation and development with an eye on opportunities for
integration of the energy market and the domestic offshore engineering, and focus on marine resources, with
a view to comprehensive development of high-end equipment manufacturing, asset management, engineering
operation and maintenance, and supply chain services and enhancement of the core competitiveness of its
businesses. Besides, it will gradually expand to and develop the value chain of the marine €nergy technology-
related industries in due course through industrial layout, value investment, and asset integrati

(;%ezjmzzykvz
Cong Yongjian
Executive Director & CEO

Hong Kong, 27 March 2020
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MARKET REVIEW AND PROSPECT
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MARKET ANALYSIS OF THE INDUSTRY

Continued Growth of Global Energy Demand

The US Energy Information Administration (EIA) forecasts in its latest
International Energy Outlook 2019 Reference Case that the global
energy consumption will increase by nearly 50% by 2050. Much of
this growth will be attributable to non Organisation for Economic
Co-operation and Development (OECD) countries and focus on
the regions where strong economic growth drives demand. In
particular, in Asia, all end-use sectors including oil refining, mining,
manufacturing, agriculture and construction will account for the
largest share of energy consumption, representing more than half
of end-use energy consumption throughout the forecast period.
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By 2050, with the increase in commodity consumption, the energy
consumption of industrial sectors in the world will increase by
more than 30%, and the global industrial energy consumption
will reach approximately 315 quadrillion British thermal units (Btu);
transportation energy consumption will increase by nearly 40%
which is mainly driven by non-OECD countries, the transportation
energy consumption of which will increase by nearly 80% by 2050.
The energy consumption for personal travel and freight grows
much faster in these countries than that in many OECD countries.
By 2050, the global natural gas consumption will increase by over
40%, and the global total natural gas consumption will reach nearly
200 quadrillion Btu. In addition to natural gas used for power
generation, natural gas consumption in industrial sectors is also
increasing. Chemical industry and primary metal manufacturing, as
well as oil and gas extraction, account for most of the growth in
industrial demand.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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Changes in the proportion of global energy consumption
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For the oil market, the year 2019 was turbulent. In 2019, the
prices of WTI crude oil and Brent crude rose by more than 25%,
respectively, making them the best performing commodities. The
attack on Saudi Arabia’s oil facilities caused the country’s crude
oil output to halve. On 16 September, the price of Brent crude
soared by nearly 15%, the largest single-day increase. Although the
production in Saudi Arabia has returned to normal, the oil prices
were still at a high level following the easing of the international
situation and OPEC’s commitment for further production cuts.
Natural gas was the only GSCI energy commodity that experienced
a decline in 2019. Natural gas futures on the New York Mercantile
Exchange fell 26% in the past year, and it was at the bottom of the
S&P Goldman Sachs Commodity Index.

However, as affected by COVID-19 epidemic and the announcement
on increase in crude oil production in Russia and Saudi Arabia, the
price of WTI crude oil and Brent crude fell rapidly by about 54% in
three months since the beginning of 2020. The current crude oil
price is close to its lowest level in 20 years. In the future, the growth
pressure of shale oil will be huge, and there will a significant trend
of industry consolidation and elimination. OECD cut the forecast of
2020 global economic growth from 2.9% to 2.4%. The forecast is
based on the judgment that the situation of COVID-19 reached the
pandemic peak in the first quarter of 2020 and then began to ease.
OECD cut the forecast of U.S. economic growth for 2020 from 2.0%
to 1.9%, and down-regulated the growth rate of Eurozone, Japan
and UK from 1.1% to 0.8%, from 0.6% to 0.2%, and from 1.0%
to 0.8%, respectively.
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If the global spread of the COVID-19 cannot be effectively controlled HCOVID-19HTBREEERELNTE T
in the first quarter of 2020, the slowdown in global economic 2020 —Z=EEHBERIESH - 2B R
growth will further inhibit the increase in crude oil demand, and the AR - A — I FOR SRV - BF T
overall recovery of the offshore engineering industry may face more TRITER ISP R AEE R E Sl 3T o

twists and turns.

Slight Increase in Upstream Expenditure on the Oil SRR AT Bk W/ g

Industry

According to Bloomberg's forecast, the offshore capital expenditure IRIBRZ TR - 20206 « 2021 AB ARG
of oil companies will increase slowly in 2020 and 2021, with FHEARZ A/ NEESIE N - FEEHEINEE
expected increases of 2% and 3%, respectively. D RE2% 3% °

Slight increase in capital expenditure from global offshore oil
2IRE L AMER H/MEE F
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The Global Offshore Rigs Market

At the end of 2019, the utilisation rate of global jack-up rigs was
77%, a slight increase from last year, and the global average daily
rate was US$95,000. The increase was against the background
of the turbulent rise in oil prices in 2019. As of February 2020, as
affected by the COVID-19 epidemic, the drop in crude oil price had
offset the increase in 2019, and the price was even lower than that
in 2018. The transmission of the impact of crude oil prices on the
utilisation rate and daily rate of the rigs generally takes a period of
time. Therefore, no immediate impact has yet shown up. However,
if the global COVID-19 epidemic and increase in oil production
continue to deeply affect oil demand and crude oil price, it may
put more pressure on the current utilisation rate and daily rate of
rigs. At the end of 2019, the utilisation rate of floating rigs was
72%, a slight increase from last year, and the average daily rate
was US$163,000, a significant increase from last year. The reason
for the large increase in the daily rate was that, as the daily rate of
the floating rigs in 2018 dropped significantly as compared with
2017, the base for 2018 was low. The utilisation rate gap between
the old rigs (built before 2001) and the new ones (built after 2001)
has increased significantly, and the utilisation rate of the new rigs
has increased faster than that of old rigs. The old rigs are also
recovering, but in a slow pace, which will facilitate ship owners to
eliminate the old rigs, speed up the industry’s production capacity
clearance, and help the industry to recover. In particular, SHELF, an
offshore jack-up rigs operator, which the Company and the Fund is
the largest shareholder, stands out in the fierce market competition.
In the fourth quarter of 2019 alone, the amount of its contracts in
hand increased by approximately US$1 billion. At present, the total
amount of its contracts in hand is approximately US$2 billion and
the marketed utilisation rate of its rigs is close to 100%, retaining its
leading position among jack-up rigs operators worldwide.

Historical Statistics for Demand, Supply and Utilization Rate
of Global Jack-up Rigs

MARKET REVIEW AND PROSPECT
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Historical Statistics for Demand, Supply and

Utilization Rate of Global Jack-up Rigs Forecast

2REAXNFEAEREERAAZE LG AR

2015 2016 2017 2018 2019 2020

Demand FoREE 348 305 316 325 375 414

Growth-y-o-y/y-t-d FER X -19% -12% 4% 4% 15% 10%

Active Supply AR EE 469 474 479 473 484 495

Growth-y-o0-y/y-t-d FEELE -5% 1% 1% 0% 2% 2%

Utilisation Rate RS 74% 64% 66% 69% 77% 84%

Source: CLARKSONS R+ CLARKSONS
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From 2016 to 2019, the demand for jack-up rigs increased slowly year by
year

From 2016 to 2018, the supply of jack-up rigs remained basically unchanged.
The supply increased slowly in 2019 and 2020
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The Middle East, Asia Pacific region and West Africa are the most
active areas in the world for using the jack-up rigs, with utilisation
rate and the number of rigs in operation much higher than other
regions. According to the 2019 statistics of CLARKSONS, the
hotspots of major demand for global shallow water jack-up rigs
concentrated in the Middle East, Asia Pacific region, West Africa and
Gulf of Mexico. In 2019, the largest demand for jack-up rigs came
from the Middle East, in which 123 rigs in operation with utilisation
rate of 85%. The number of rigs in operation and utilisation rate
ranked first in the world; the second was China with 57 rigs in
operation and utilisation rate of 83%.

PR mAMAFEAEZERAFARNEHFEER
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& o HRECLARKSONSHI201 9 £ st &%
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The number of jack-up rigs in operation and
utilisation rate of rigs in different regions of the world in 2019
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The top 10 operators in the world had received a substantial
number of market orders, and their rigs are aging seriously with an
average age of 21.4 years and a strong demand for replacement.
According to the 2019 statistics of CLARKSONS, the top 10 jack-
up rigs operators in the world in 2019 had 242 rigs, accounting for
43% of the global rig assets.
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No. of Global Jack-up Rig Fleet (as at the end of 2019)
2R TN BESR (BIL2019F K)

North Sth West NW

Yard

Med & Middle Asia  Stay/
America America  Africa Europe Caspian East/India  Pacific Off Hire Stacked Avg.Age  Total

Owner/ il RR/ KB B+ T4

Top Owners % EES [iE T8 RER g YN eyl BB T S 1)
Valaris 2 1 1 17 4 2 13 18.0 50
Shelf Drilling 5 4 16 2 2 7 3122 36
CNOOC 1 3 25 1 3 18.0 33
Borr Drilling 3 5 3 2 2 13 9.0 28
ADNOC 18 2 224 20
Perenco 3 15 39.2 18
CNPC 11 1 4 84 16
Aban Offshore 2 3 5 5 23.8 15
ADES 6 6 1 41.3 13
Maersk Drilling 9 1 3 10.2 13
Total Top 10 AT ABE 3 2 15 23 10 64 48 13 64 242
Share of Total BhE 1% 1% 6% 10% 4% 26% 20% 5% 26% 43%

Source: CLARKSONS Top 10 jack-up rig owners hold 43% of the global rigs

We have full confidence in the development prospects of the
offshore engineering market. In the short term, the rising demand
in markets such as India, the Middle East and Mexico will further
promote the Group to seize opportunities and open up new market
areas. In the medium and long run, with the continued growth of
global energy consumption in the future, the offshore engineering
market will also fully recover.

The Group will continue to adhere to a balanced development
concept of “quality first, benefit priority, scale moderate” as the
fundamental development strategy, focuses on”Offshore as the
base, Energy as the value driver, Technology as the accelerator,
Capital as the incubator and Globalization as the foundation”,
and is committed to creating a “world class global marine energy
technology industry chain value integration operator”. Based on
its insight and grasp of the changing global industry, it will revise,
optimise and continuously improve the ability to implement its
strategies.
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THE COMPANY’'S DEVELOPMENT STRATEGY

Development Strategy of Offshore Asset
Management Business

The Group will continue the counter-cyclical layout of the offshore
engineering industry and integrate low-cost and high-quality
offshore assets to expand the size of asset management. First, the
Group will keep on strengthening market-oriented operations in the
future and take advantage of the general trend of offshore asset
mergers and acquisitions and industry restructuring, to introduce
and undertake the advantageous resources of domestic strategic
shareholders and partners; Secondly, it will proactively seek for
advantageous resources in the global marine industry and explore
new opportunities in offshore energy and other fields; Thirdly, the
Group will further promote strategic cooperation with SHELF, China
Merchants Group and CIMC Group to form a mutually beneficial
and win-win cooperation model.

In 2020, the Group will continue to take offshore asset management
business as an important part of its strategic upgrade. We believe
that the increase in the value of offshore assets and utilization
rate and daily rate of rigs will further promote the development of
offshore asset management business.

Development Strategy of the Core Offshore
Equipment Manufacturing and Service Business

The core offshore equipment manufacturing and service business of
the Group mainly comprises the sales and services provided relating
to the core offshore and land rig equipment, drilling packages and
oilfield spare parts and consumption parts sales. We believe that the
number of global land rigs will show a steady upward trend. With
the increase in demand for land rig products, we will continue to
increase investment in sales and market development, especially in
high-end markets including North America, the Middle East, and
Xinjiang and Sichuan in China, and strengthen cooperation with
land rig factories.

The offshore rig market is affected by the manufacturing of offshore
rigs. In the short term, offshore rigs are still oversupplied. However,
as the utilisation rate of offshore rigs increases, the demand for
drilling equipment maintenance services and spare parts supply
will also gradually increase. The Group will continue to explore
opportunities for comprehensive cooperation with the shipyards of
CMIH and CIMC Group and other strategic shareholders, and rely
on the market position of SHELF as a world-class offshore drilling
service company to strengthen alliance with partners and achieve
coordinated development.

CMIC Ocean En-tech Holding Co., Ltd.
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For overseas business, the Group will continue to use the
Houston headquarters in the United States as a base to manage
and coordinate overseas outlets. Relying on the brand, talent,
technology, quality and project management capabilities
accumulated in the oil and gas and offshore engineering industries
for many years, it will develop marketing services to fully stimulate
endogenous power and extend its presence to global marine
engineering and oil and gas hotspots, especially the key areas
including the North Sea, Gulf of Mexico, Caspian Sea, and the
Middle East, to improve quality and efficiency and achieve balanced
development.

Development Strategies for Nurturing, Innovation
and R&D of New Business

In 2019, the Group carried out the research and development of
more than ten new products including the intelligent folding arm
crane for ships, mechanized equipment for land rigs, technology
upgrade for offshore cranes, domestic design of offshore crane
control system, heave compensation boarding ladder, development
of welding process for mud pump crankshaft, and optimized design
of iron roughneck. In the future, we will continue to cultivate
the internal “innovative investment and development platform”
through “capital financing” and utilise technological breakthroughs
in areas of Al, big data, robotics, and the Internet of things to
promote technological innovation and efficiency improvements
in the marine energy field and explore opportunities in the clean
energy and technology fields. A number of projects with certain
development potential will be reserved after long-term tracking and
in-depth research of marine energy technology-related industries
and businesses, e.g. offshore fishing and breeding, marine ranching,
LNG clean energy, offshore wind power, hydrogen energy and
other fields, to enrich business types and seek for investment
opportunities.
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MARKET REVIEW AND PROSPECT
i E R R E

ADVANTAGEOUS RESOURCES FOR CMIC

The Group has deep historical accumulation and rich resources in
the industrial or financial field. The largest shareholder is the Fund, a
joint venture established by two major state-owned enterprises, i.e.
China Merchants Group and China Great Wall Asset Management
Co., Ltd. After the Fund became the largest shareholder, the new
and old management teams accelerated integration to improve
finance, operation, risk control, system, performance and other
aspects, accelerate business transformation, and pool resources
from all parties to build an offshore asset management platform.
The Fund and other strategic shareholders have an in-depth
layout in terms of offshore engineering manufacturing and capital
operation and have extensive experience in the integration of
industry and finance, project investment and risk control. They are
complementary with CMIC in respect of business development and
strategic transformation, and have great collaborative advantages in
interactive development.

The core team of the Group is experienced in the industry, and has
a good international vision and the ability to operate globally. After
years of technology accumulation and refinement, the Group's
Qingdao Research Institute, Xi‘an TSC-HHCT and Zhengzhou
Company have already possessed a professional product R&D and
design team, which has good performance and reputation in terms
of R&D and design of products including power control products,
jacking systems, offshore cranes, drilling equipment, and drilling
packages.

CMIC is a comprehensive enterprise that integrates four major
elements of offshore engineering manufacturing, asset operation
management, finance and national power. It has the ability to seize
the opportunity of the industry downturn to proactively use financial
forces to leverage more resources to build the “offshore asset
management platform”, thus to achieve a high ground layout in the
global offshore engineering industry.

For reference only, all market and strategy analysis presented in this
annual report is from the Group’s perspective, for which the Group
does not assume any legal liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS

CMIC IS AN OPERATOR DELIVERING THE
INTEGRATED CHAIN VALUE OF OFFSHORE ENERGY
TECHNOLOGY

OVERVIEW

The year 2019 was a crucial and special year for CMIC. Based on the
development of high-end equipment manufacturing, operation and
maintenance and supply chain services for oil and gas and offshore
engineering, the Company accelerated the expansion of offshore asset
management business. Facing the severe market environment, the
Company achieved good performance, mainly in the following three
aspects. First, the Company completed the rights issue in February 2019
which successfully raised approximately HK$657 million and introduced
new strategic shareholders, laying a solid foundation for the Company to
develop new businesses, further proceed with strategic transformation
and seek for long-term development. Second, the Company proactively
expanded the offshore asset management business. In March, two
units of CJ46 jack-up rigs were leased through the joint venture WME
to serve Abu Dhabi National Oil Company. The Company entered into
an agreement with Shelf Drilling Ltd. (“SHELF") for sales of two units of
CJ46 jack-up rigs. The two sold rigs were delivered in early May 2019.
In addition, the Company, together with its partner CP Latina, was
granted with the drilling service contract by Pemex Perforacion y Servicios
("PEMEX"), the national oil company of Mexico, pursuant to which the
Company shall provide PEMEX with two units of JU2000E jack-up rigs
which were delivered in September 2019. At present, CMIC’s offshore
asset management business has begun to take shape and provided
the Company with stable cash flow. Third, in terms of oil and gas and
offshore engineering equipment, operation and maintenance, and supply
chain business, the Company seized the opportunities in the hotspot
drilling markets in Mexico and western China by increasing marketing
efforts, expanding its businesses including power control equipment,
high-power high-pressure mud pumps, modification of drilling rigs and
supply of drilling accessories, and developing financial lease and sales
business for professional equipment, and achieved gratifying results.

In 2019, under the leadership of the Company’s core management team,
the Company turned losses into profits and achieved revenue of US$70.2
million throughout the year, representing a year-on-year increase of
19.4%, and net profit attributable to equity shareholders of the Company
of US$9.7 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR DN
FINANCIAL REVIEW M & B
2019 2018 Change
—E-hFE ZT-N\F )
US$'000 US$'000 US$'000
FER FET FET %
Revenue ION 70,246 58,839 11,407 19.4
Gross Profit EM 24,036 10,047 13,989 139.2
Gross Profit Margin EFE 34.2% 17.1%
Profit/(loss) from operations R, (EE) 8,260 (28,956) 37,216 128.5
Net profit/(loss) attributable to [ AR R A 2
Equity Shareholders w A, (B 18) 9,701 (41,358) 51,059 1235
Net profit/(loss) Margin Fom A, (E5HE) = 13.8% (70.3%)
Earnings/(loss) per Share GREF, (&) US$0.35 (US$2.98 US$3.33
(Basic and diluted) (EAR K #E) centEAL centsZE1Il) centsZE1IL 111.7
Revenue KA

The Group's revenue increased from US$58.8 million in 2018 to US$70.2
million in 2019. The increment of such revenue was mainly due to the
increase in orders as a result of significant increase in upstream capital
expenditure from land drilling rigs in China.

Segment Information by Business Segments

AEBRAMR T — N\FHS8.8EBETTLEME—
E-NEFWN702BBET - WAINEZHRFTEH
Bt $E M FORFE AN HORIEIE R imaT BE4E 0 -

BEBIBEDEZDHER

2019 2018 Increase/(decrease)
—E-hF —E-N\F #m Od)
UsS$'000 US$'000 Us$'000
FER % FE1 % FET %
Capital Equipment and B R KA
Packages 39,296 55.9 32,724 55.6 6,572 20.1
Oilfield Expendables and i F#EM & ¥kt
Supplies 28,873 411 24,604 41.8 4,269 17.4
Engineering Services THERRTS 2,077 3.0 1,511 2.6 566 37.5
Total revenue IWAEET 70,246 100.0 58,839 100.0 11,407 19.4
Capital Equipment and Packages EXREREAR

Revenue recognised in Capital Equipment and Packages projects increased
by 20.1% from US$32.7 million in 2018 to US$39.3 million in 2019. The
addition of drilling related equipment of US$6.6 million was mainly driven
by the pick-up of land rigs market and increase in orders in the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS

Oilfield Expendables and Supplies

The increase of 17.4% from US$24.6 million in 2018 to US$28.9 million
in 2019 for Qilfield Expendables and Supplies was due to the increase in
orders of oilfield expendables and supplies from the markets in the PRC
and Mexico with the increase in drilling operations in both countries.

Engineering Services

Engineering Services revenue increased from US$1.5 million in 2018 to
US$2.1 million in 2019 mainly due to the increase in management fee for
lease of offshore rigs.

Segment Information by Geographical Regions
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2019 2018 Increase/(decrease)
—E-hE —ZE-N\F #m Ord)
Us$ 000 US$'000 US$'000
FEx % FE=T % FE=T %
Mainland China R A 40,615 57.8 29,118 49.5 11,497 39.5
North America it 9,562 13.6 10,175 17.2 (613) (6.0)
South America EES 10,614 15.1 11,003 18.7 (389) (3.5)
Europe B 4,622 6.6 5,307 9.0 (685) (12.9)
Singapore N3 559 0.8 94 0.2 465 494.7
Indonesia U 554 0.8 48 0.1 506 1,054.2
Others Hit 3,720 5.3 3,094 5.3 626 20.2
Total revenue WAEF 70,246 100.0 58,839 100.0 11,407 19.4
Gross Profit and Gross Profit Margin ERNRERE

The Gross Profit of US$24.0 million for the year of 2019 increased by
139.2% from US$10.0 million in the previous year. Gross Profit Margin
increased from 17.1% in 2018 to 34.2% in 2019. The increase was
mainly due to high profit margin contribution from the increase in sales
of oilfield expendables and land rigs supporting equipment in America
and PRC.

Other Revenue and Net Income

The increase in Other Revenue and Net Income from US$0.9 million
in 2018 to US$3.9 million in 2019 was mainly due to interest income
of deposits and finance income from lease receivables. In 2019, the
unutilised proceeds from rights issues were deposited into the licensed
banks in Hong Kong as the main interest-bearing deposits, resulting in an
increase in the total interest income of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DM

Selling and Distribution Expenses

Selling and Distribution Expenses decreased by US$0.6 million from
US$5.6 million in 2018 to US$5.0 million in 2019. Selling and Distribution
Expenses mainly comprised of sales staff salaries, commissions, marketing
expenses including travel costs and other sales and promotional
expenditure. The decrease of Selling and Distribution Expenses was due
to the decrease in selling expenditures under cost control.

General and Administrative Expenses

General and Administrative Expenses decreased from US$27.7 million
in 2018 to US$24.0 million in 2019. The decrease was mainly due to
decrease in research and development cost and professional fee.

Other Operating Expenses

The decrease in Other Operating Expenses from US$4.2 million in 2018
to US$1.2 million in 2019 was mainly due to decrease in amortisation of
intangible assets as well as one-off cost provision, which incurred in the
last year, in 2019.

Finance Costs

Finance Costs, primarily interest on bank loans and other borrowings and
interest on lease liabilities, amounted to approximately US$1.7 million
in 2019. The Group repaid bank loans in order to reduce interest cost in
2019.

Group'’s Liquidity and Capital Resources

As at 31 December 2019, the Group carried tangible assets of
approximately US$49.2 million (2018: US$51.1 million) being property,
plant and equipment, investment properties, interest in leasehold land
held for own use under operating leases and non-current assets classified
as held for sale.

As at 31 December 2019, the Group's intangible assets was approximately
US$0.3 million (2018: US$0.4 million). The reduction in intangible assets
was due to amortisation charge for the year. As at 31 December 2019,
the Group's interest in associates was approximately US$0.3 million (2018:
US$0.3 million), interest in joint venture was approximately US$42.5
million (2018: US$Nil) and deferred tax assets was approximately US$1.8
million (2018: US$2.5 million).

As at 31 December 2019, the Group’s current assets amounted to
approximately US$258.6 million (2018: US$228.0 million). Current assets
mainly comprised of inventories of approximately US$149.0 million
(2018: US$145.9 million), trade and other receivables of approximately
US$64.8 million (2018: US$56.3 million), contract assets of approximately
US$1.3 million (2018: US$2.0 million) and lease receivables (current) of
approximately US$3.6 million (2018: US$Nil).

CMIC Ocean En-tech Holding Co., Ltd.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2019, amount due from a related company amounted
to approximately US$0.1 million (2018: US$0.1 million), pledged bank
deposits amounted to approximately US$1.1 million (2018: US$0.8
million) and cash and cash equivalents amounted to approximately
US$35.0 million (2018: US$19.8 million).

As at 31 December 2019, current liabilities amounted to approximately
US$228.8 million (2018: US$245.2 million), mainly comprised of trade
and other payables of approximately US$189.5 million (2018: US$201.3
million), bank loans of approximately US$5.0 million (2018: US$10.3
million), and current tax payable of approximately US$4.2 million (2018:
US$4.1 million). The decrease in short-term bank loans was mainly due
to the repayment of the bank loans. Contract liabilities amounted to
US$29.0 million (2018: US$29.4 million) and lease liabilities amounted to
US$1.1 million (2018: US$0.1 million).

As at 31 December 2019, the Group had non-current liabilities of
approximately US$7.0 million (2018: US$7.2 million), which comprised
of bank loans of approximately US$4.2 million (2018: US$7.1 million),
lease liabilities of approximately US$2.8 million (2018: US$0.1 million)
and deferred tax liabilities of US$Nil (2018: US$0.1 million). The Group
monitors capital with reference to its debt position. The Group’s strategy
is to maintain the gearing ratio, being the Group’s total liabilities to total
assets, under 100%. The gearing ratio as at 31 December 2019 was
66.2% (2018: 89.9%).

Capital Structure

At 31 December 2019, there were 3,069,039,117 shares issued and the
Company carried a share capital of approximately US$39,190,732. On 4
February 2019, the Company increased 1,473,156,204 issued shares by
way of Rights Issue. On 29 October 2019, the Company entered into the
Deed of Settlement with the creditors, pursuant to which the Company
issued 122,726,709 settlement shares.

Charges on Assets
To secure the loans from banks, the Group has charged certain assets to
banks. Details are set out as follows:

(i) Land and Buildings and plant and machinery with aggregate net
book value of US$18.9 million (2018: Interest in leasehold land held
for own use under operating leases, building, inventories, trade
receivables and plant and machinery with aggregate net book value
of US$19.7 million).
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DM

(i)  Corporate guarantees given by Zhengzhou TSC Offshore Equipment
Co. Ltd. and TSC Oil and Gas Services Group Holdings Ltd. to the
extent of banking facilities outstanding of US$Nil (2018: US$3.8
million) as at 31 December 2019.

(i)  Corporate guarantees given by the Company to the extent of
banking facilities outstanding of US$2.2 million (2018: US$3.6
million) as at 31 December 2019.

Certain bank loans of the Group are subject to the fulfilment of covenants
relating to statement of financial position ratios of certain subsidiaries, as
are commonly found in lending arrangements with financial institutions.
The drawn down loan balances would become payable on demand if the
covenants are breached. The Group regularly monitors its compliance
with these covenants. As at 31 December 2019, none of the covenants
relating to the Group’s bank loans had been breached.

Bank loans of US$3,619,000 outstanding as at 31 December 2018 which
the Group did not meet certain covenants had been fully settled during
the year ended 31 December 2019.

Foreign Currency Exchange Exposures

The Group is exposed to currency risk primarily through sales and
purchases that are denominated in a currency other than the functional
currency of the operations to which they relate. The Group has foreign
exchange exposure resulting from most of the Group'’s subsidiaries in the
PRC carrying out production locally using Renminbi while approximately
50% of the Group’s revenue was denominated in United States dollars.
As at 31 December 2019 and 31 December 2018, no related hedges
were made by the Group.

In order to mitigate that foreign exchange exposure, the Company may
utilise foreign currency forward contracts to better match the currency of
our revenues and associated costs in the future. However, we do not use
foreign currency forward contracts for trading or speculative purposes.
The Group will actively explore ways to hedge or reduce currency
exchange risk in future.

Staff Employees and Remuneration Policy

As at 31 December 2019, the Group had approximately 458 full-time staff
in the United States, the United Kingdom, Brazil, Mexico, United Arab
Emirates, Singapore, Hong Kong and the PRC. The Group's remuneration
policy is basically determined by the performance of individual employees
and the market conditions. The Group also provides other benefits to
its employees, including medical schemes, pension contributions, share
award incentive scheme etc.
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MANAGEMENT DISCUSSION AND ANALYSIS

USE OF PROCEEDS

The net proceeds from the subscription of shares amounted to
HK$505.07 million. Such proceeds have been used for the intended uses
as set out in the circular of the Company dated 19 January 2018 and
the clarification announcement of the Company dated 29 March 2018
in relation to subscription of shares under specific mandate. As at 31
December 2019, there were no remaining unutilised net proceeds from
the subscription of shares.
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As at 31 December 2019, the use of net proceeds from the subscription #HZE—-ZT—AF+-_A=+—HB AL - REFMEX
is as follows: EHFEABREAT :
Amount for Utilised Unutilised
intended use amount amount
RERAZEH CEASH REALHE
(HK$ million) (HK$ million) (HK$ million)
BE(ER) BE(ER) BE(ER)
Expansion of the Group’s existing EAREMMERHWEER
business and/or potential W iE R B EE TS
acquisition and repayment of debts 237.56 237.56 -
Repayment of the unsecured notes {18 7 &£ [ 2677 A ZE 4L 4
issued by the Group ZE 217.00 217.00 -
General working capital of the Group AEEZ —REEED 50.51 50.51 -
Total 3 505.07 505.07 -
The proceeds from the rights issue amounted to HK$657.3 million. Such ¢ HEAEATEFHIBA657 3B EB T ° ZSHKEEIRE

proceeds have been used for the intended uses as set out in the circular
of the Company dated 11 January 2019. The unutilised proceeds have
been deposited into the licensed banks in Hong Kong as interest-bearing
deposits.

As at 31 December 2019, the use of proceeds from the rights issue is as
follows:

ARBEMR-ZE-NF— A+ HOBHAEY
BRERZER - RPAWAF/RECHFARETER
FERITIE R BIFK o

BE_Z-NAFT+-_A=1t—RRL HEFAEX
HERERBERMT

Amount for Utilised Unutilised
intended use amount amount
REEBHAEE CERAEHE FEASHE
(HK$ million) (HK$ million) (HK$ million)
BE(ER) BE(ER) BE(ER)

Subscription of shares of joint venture RIESE A FRMOKEE
or other investments wE 460.1 320.5 139.6
Repayment of debts of the Group BERALEER 131.5 126.0 5.5
General working capital of the Group ANEEZ — KL EES 65.7 63.0 2.7
Total #Et 657.3 509.5 147.8
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DM

STRATEGY AND PROSPECTS

Market Review

In 2019, the global economy contained many uncertainties, and the
world economic situation was bewildering. Despite signs of temporary
pacification of the Sino-U.S. economic and trade frictions, it is difficult
to reach a package solution in the short term. It is expected that
negotiations may still be repeated, and further upgrades will not be ruled
out and will spread to the fields of science and technology, finance, law
and politics. Affected by the global economy, the downward pressure on
China’s economy has increased. The manufacturing industry has entered
a critical period of “climbing”. The overall market slump and unstable
orders may last for a period of time.

For the energy market, in 2019, the international oil price rose first and
then declined, and experienced a sharp shock. The price of Brent crude
oil increased from US$54 at the beginning of the year to US$68 at the
end of the year, an overall increase of approximately 26%. However,
due to the impact of the COVID-19 epidemic and the increase in crude
oil production in Russia and Saudi Arabia, in early 2020, the prices of
WTI crude oil and Brent crude oil fell rapidly by approximately 54% in
three months. The current price of crude oil is close to its lowest level
in 20 years. There will be huge pressure on the growth of shale oil in
the future, and there will a significant trend of industry consolidation
and elimination. The Organisation for Economic Co-operation and
Development cut the forecast of 2020 global economic growth from 2.9%
to 2.4%. If the global spread of the COVID-19 cannot be effectively
controlled in the first quarter of 2020, the slowdown in global economic
growth will further inhibit the increase in crude oil demand, and the
overall recovery of the offshore engineering industry may face more
twists and turns. The global natural gas supply and demand will continue
to be loose, prices will remain low, and the game between the supply
and demand sides and between traditional and emerging countries will
continue to intensify. China is proactively pursuing the transformation
of its energy structure and is vigorously promoting the use of clean
energy. There is a large demand in the clean energy market dominated
by LNG, hydrogen energy, photovoltaic and offshore wind power. The
development potential and investment direction of such clean energy will
remain the focus of our future business transformation.

From the perspective of global supply and demand of offshore assets,
offshore rigs are still oversupplied. In the short term, construction orders
for new rigs remain in serious shortage. The global offshore engineering
equipment has experienced two construction peaks since the 1960s. The
second global construction peak was also the process of the transition
of offshore engineering equipment manufacturing to China, which
objectively also created a good opportunity for China’s offshore asset
management companies to integrate assets. At present, China’s shipyards
have built an inventory of more than 50 units of offshore assets, most
of which are jack-up rigs, accounting for 70% of China’s inventory
of offshore assets. If these stagnant offshore assets can be obtained
at an appropriate market price, it will be a rare historical opportunity
for companies committed to offshore asset integration and operation
management.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019

R R A=

™ 35 Bl B

2019 2R ERSEZ THREE  EREEBEVS
RYREE - BEPXLEERIRAREENTR -
BREMAMAER —BFRRTE - BatHDA
BERE  THRARE-DTHLR AR - 28/
R BURTREMBERY XE2HEEXE B
BACE TTBEAMAK » 8HEHE AT T [TeR B IK ]
MEISEE > MISBRITIBEERX  FTETREMNMKE
BB HE —RERE -

WEEFETHRE - 2019F » A HERELEGE
0 BBETREESTE - AREFREESHEY
SAE ISR E|FR68E T + B8 FiR426% ' BH
RZE|COVID- 19T R B RS Z B M BT « D
FURIEESZ - 2020F FIWTIER B A & 45 R h B
TEAE3MEAARE T BA54% - BRI R MERDE
M20F R TEAKE - RKBEHREREBENEKR
TEBSMEANBEEE - KESERBEAR
152020 2 B E IR RIB AN 2.9% THHE2.4%
ACOVID- 19 RS AR IKE LM T 67122020
F—FEBIBRITS  2EEERREARE &
BRI - S TRITENEE

EHEAGEHEE ST - 2RAARHFTREERR
RRED  BRIDEERFHECET  HEMA - E
e EERMIBEEFFEME - PREIERESK
BLRAEBEA - 2 HEEFRZERER - ING - &
BEIR - R BLREZEREIMBRERTHEKX
BRAZER  BLBRERBREGENRRET AL
RRNRIRKEGERNBEESR -

WEHGFIIREERTBRE  BLEHTEMD
HARK - EREA - FFENEETENERER
AR - 2 TREFN T L60FREBE
HEET2ERERE - 2IRE_RREsEF b
BEFIREEYERTEREERNBRE  BE
FHATEMNEGEIREEEEARBAEELRE
TRENKS - BAIFEMBNETSFIREE
FESOBELA F - B RHDAEAXNBHTE - G
BEFSIEENTO% - BEFEBREFNEETE
BELERNABNMISERER  AEBHRNEE
TREEERAHBELERNNRIKGE  —RESNE
B o



MANAGEMENT DISCUSSION AND ANALYSIS

In the past few years, the upstream capital expenditure of the oil and gas
industry continued to decrease, and the current capital expenditure shows
an obvious growth trend. According to the analysis of RYSTAD ENERGY,
the total expenditure on global offshore oil services in 2019 increased
by 6% over the previous year to US$208 billion, which is expected to
increase by 14% in 2020. CNOOC announced that it will invest US$13.8
billion at the upstream in 2020 to drill more than 200 exploration wells.
In respect of utilisation rate of drilling rigs, it has increased gradually.
According to the analysis of CLARKSONS, the utilisation of floating rigs
and jack-up rigs will continue to rise in 2020 and 2021. In February 2020,
the utilisation rate of global MODU (floating drilling rig) reached 75%, an
increase of 8% from 2019. The utilisation rate is expected to reach 80%
by the end of 2020 and 84% by the end of 2021. In February 2020, the
utilisation rate of jack-up rigs reached 77%, an increase of 8% compared
to 2019. The utilisation rate of the jack-up rigs is expected to reach 82%
by the end of 2020 and 86% by the end of 2021. The daily rate of jack-
up rigs is rising. As of the end of January 2020, the daily rate of high-spec
jack-up rigs had increased by 19% compared to 2019. In some regions,
such as China, the North Sea, the Middle East, Brazil, and Mexico,
offshore drilling and development activities have become increasingly
active.

Strategy and Prospects

The offshore engineering market gradually picked up in 2019. Looking
forward to 2020, we will continue to adhere to the concept of “Offshore
as the base, Energy as the accelerator, Technology as the incubator,
Capital as the value driver and Globalisation as the foundation”, striving
to build the strategic positioning of building a brand as the ”
class operator delivering the integrated chain value of offshore energy
technology”. The focus of implementation and advancement will be
placed on the following aspects:

world-

In terms of strategic business collaboration, in 2020, the Company
will continue to strengthen the collaborative development with strategic
shareholders and business partners including the Fund, CIMC Group,
Minsheng Trust, Jinghong, SHELF, etc. to seek for business development
opportunities for integration of industry and finance, rig asset investment,
lease and sales, equipment sales and project financing to achieve
collaboration and extension on the industrial chain.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWE DM

In respect of offshore asset management business, good results
had been achieved in 2019. In 2020, the Company will continue to seek
opportunities to integrate high-quality offshore assets and for integration
with upstream and downstream enterprises through sharing of and
cooperation with internal and external strategic resources, to obtain more
synergy benefits from the extenstion of industrial chain to the upstream
and downstream while seeking for potential asset appreciation in the
future. On the other hand, we attach great importance to and develop
the light asset management business model. At present, the Company
manages a total of six units of jack-up rigs and it has improved the
offshore asset management system with a high-quality global offshore
asset management team. In the future, in the international market, in
addition to managing its own assets, it will seek for other offshore assets
in the global market and carry out professional management of offshore
assets.

High-end offshore engineering and oil and gas equipment
business, in 2020, on the basis of high-end equipment manufacturing,
the Company will proactively explore transition from the traditional
drilling accessories supply business to provision of supply chain and
operation and maintenance services to global oil and gas and offshore
engineering customers; the development in concert with offshore asset
management business will provide customers with efficient and long-term
equipment maintenance and spare parts; the Company will proactively
try new business models, such as a new sales model that combines core
equipment including drilling equipment, power control equipment, lifting
equipment and cranes with financial leasing.

As to key regional markets, the Company will continue to focus on
oil and gas and offshore engineering hotspots in 2020, such as Mexico,
the North Sea, the Middle East, West Africa, Brazil, North America and
China. Mexico is currently a hotspot area for global offshore engineering
and has a strong demand for drilling rigs. Last year, the Company was
successfully granted the contract from PEMEX, the national oil company
of Mexico, for lease of two units of jack-up rigs. The Group will use this
opportunity to tap deeper into the resources in the Mexican market and
leverage on the resource advantages accumulated over many years of
development to drive the sustainable development of business orders of
offshore asset management and equipment. As the Chinese government
attaches greater importance to energy security, it has stepped up its
investment in oil and gas upstream, in particular more investment in and
acceleration of oil and gas exploration and development in the western
region, to proactively increase reserves and production. The Company will
adopt a variety of flexible sales and service models to fully meet customer
needs, help customers increase production capacity and achieve improved
performance.

In 2020, the Company will continue to strengthen and standardise
the management process, further implement measures to improve
quality and efficiency to further control costs and reduce expenses, and
formulate an incentive system in line with the short, medium, and long-
term development of the Company to arouse the enthusiasm of directors,
management, employees and strategic stakeholders to the greatest
extent.

CMIC Ocean En-tech Holding Co., Ltd.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLANS FOR FUTURE MATERIAL INVESTMENTS,
ASSETS AND CAPITAL INTEGRATION

The Group strategically positioned itself as “a world-class operator
delivering the integrated chain value of offshore energy technology”.
The Group will seek potential resource integration and investment
opportunities around the marine, energy and technology industry chain.
The Group will place its investment focus on the following potential
opportunities: opportunities for investment in high-tech technology and
intelligent manufacturing fields that are synergistic with the Group's
original high-end equipment manufacturing; it will leverage on the
capital financing advantages of the Fund and listing as well as asset
lease and sales to seek potential opportunities to expand offshore asset
management business projects and for integration of upstream and
downstream enterprises; the Group will proactively explore investment,
integration and acquisition opportunities in fields of clean energy
including LNG, artificial intelligence, big data, and Internet of Things.

In assessing the potential investment or acquisition targets, the Company
considers a combination of factors such as alignment with the Group’s
strategic plans, synergies, market position and strengths, management
team capability, valuation, track record, financial performance and
potential growth. The Group will gradually improve its financial
performance by expanding its business direction and creating a new
profit model, so as to provide a firm basis for future growth expansion.

RESIGNATION AND APPOINTMENT OF
THE CHAIRMAN AND CEO

o Mr. Wang Hongyuan resigned as the chairman of the Board and
CEO of the Company with effect from 19 February 2020.

o Mr. Lou Dongyang was appointed as the chairman of the Board
with effect from 19 February 2020.

o Mr. Cong Yongjian was appointed as the CEO of the Company with
effect from 19 February 2020.

RESIGNATION AND APPOINTMENT OF

EXECUTIVE DIRECTORS

e Mr. Wang Hongyuan resigned as an executive Director of the
Company due to other commitments with effect from 19 February
2020.

o Mr. Cong Yongjian was appointed as an executive Director of the
Board of the Company with effect from 19 February 2020.
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MANAGEMENT DISCUSSION AND ANALYSIS
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APPOINTMENT OF NON-EXECUTIVE DIRECTORS

o Ms. Fu Rui has been appointed as a non-executive Director with
effect from 1 June 2019.

o Mr. Qian Zewei has been appointed as a non-executive Director
with effect from 1 October 2019.

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE
DIRECTOR

o Mr. Sun Dongchang has been appointed as an independent non-
executive Director with effect from 12 November 2019.

CHANGE OF BOARD COMMITTEES MEMBERS

e On 19 February 2020, Mr. Wang Hongyuan resigned as the
chairman of the Nomination Committee and a member of the
Remuneration Committee.

o On 19 February 2020, Mr. Lou Dongyang was appointed as the
chairman of the Nomination Committee and a member of the
Remuneration Committee.

CHANGE OF COMPANY SECRETARY

On 1 July 2019, Ms. Cheung Wai Sze, Candy ceased to serve as the
company secretary of the Company and was replaced by Ms. Koo Ching
Fan.

CHANGE OF AUTHORISED REPRESENTATIVE

On 1 July 2019, Ms. Cheung Wai Sze, Candy ceased to be the authorised
representative to accept service of process and notices on the Company's
behalf in Hong Kong and was replaced by Mr. Zhao Yinan.

SHARE AWARD PLAN

The Company adopted a share award plan (“Share Award Plan 1”) on 16
January 2015 (the “Adoption Date”). The Share Award Plan 1 does not
constitute a share option scheme pursuant to Chapter 17 of the Listing
Rules and is at discretion of the Company. The purpose of the Share
Award Plan 1 is to recognise the contributions of officers and employees
of the Group (the “Eligible Persons”), excluding any Directors and any
other connected persons of the Group, towards the development of the
Group in the past or as incentives to selected grantees to achieve higher
than target profits for the Group and to align the interests of the selected
grantees with sustainable growth and development of the Group.

CMIC Ocean En-tech Holding Co., Ltd.
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MANAGEMENT DISCUSSION AND ANALYSIS

The total number of Shares purchased under the Share Award Plan 1
shall not exceed 3% of the issued Shares (i.e. 21,147,456 Shares) at the
Adoption Date. A trust has been set up and Treasure Maker Investments
Limited has been appointed as the trustee. Pursuant to the Share Award
Plan 1, the trustee may purchase Shares from the public market out of
cash contributed by the Company from time to time. Shares purchased
under the Share Award Plan 1 will be held in trust for the Eligible Persons
until such Shares are vested in accordance with the provisions of the
rules relating to the Share Award Plan 1. The Share Award Plan 1 will
be effective for a period until 15 January 2025 unless terminated at the
discretion of the Board at an earlier date.

During the year ended 31 December 2019, the trustee purchased
16,052,456 Shares on the Stock Exchange pursuant to the Share Award
Plan 1 at a total consideration of approximately HK$6,376,530. At the
end of the responding period, there are 21,147,456 shares held by the
trustee. The purchase of the shares under the Share Award Plan 1 has
completed and no grant was made (representing 0.7% of the issued
share capital of the Company).

The Company adopted a new share award plan (“Share Award Plan 2")
on 31 October 2019 (the “Adoption Date”). The Share Award Plan 2
does not constitute a share option scheme pursuant to Chapter 17 of
the Listing Rules and is at discretion of the Company. The purpose of the
Share Award Plan 2 is to recognise the contributions of officers, Directors
and any other connected persons or consultants of the Group (the
“Eligible Persons”) towards the development of the Group in the past or
as incentives to selected grantees to achieve higher than target profits
for the Group and to align the interests of the selected grantees with
sustainable growth and development of the Group.

The total number of Shares purchased under the Share Award Plan 2
shall not exceed 3% of the issued Shares (i.e. 92,071,174 Shares) at the
Adoption Date. A trust has been set up and Treasure Maker Investments
Limited has been appointed as the trustee. Pursuant to the Share Award
Plan 2, the trustee may purchase Shares from the public market out of
cash contributed by the Company from time to time. Shares purchased
under the Share Award Plan 2 will be held in trust for the Eligible Persons
until such Shares are vested in accordance with the provisions of the rules
relating to the share award plan. The Share Award Plan 2 will be effective
for a period until 30 October 2029 unless terminated at the discretion of
the Board at an earlier date.

During the year ended 31 December 2019, the trustee purchased
15,852,544 Shares on the Stock Exchange pursuant to the Share Award
Plan 2 at a total consideration of approximately HK$5,495,184 and no
grant was made (representing 0.5% of the issued share capital of the
Company).
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Subsequent to 31 December 2019, pursuant to the terms of the rules
and trust deed of the Share Award Plan 2, the trustee of the share award
plan purchased 4,110,000 Shares on the Stock Exchange at a total
consideration of about HK$1,148,857. As at the date of this report, the
trustee held a total 19,962,544 Shares (representing 0.7% of the issued
share capital of the Company) under the Share Award Plan 2.

SHARE AWARD INCENTIVE SCHEME

The Company adopted a share award incentive scheme (“Share Award
Incentive Scheme”) on 27 May 2016 (the” Adoption Date of Share Award
Incentive Scheme”). The purposes of the Share Award Incentive Scheme
are (i) to align the interests of Eligible Persons with those of the Group
through ownership of Shares, dividends and other distributions paid on
Shares and/or the increase in value of the Shares; and (ii) to encourage
and retain Eligible Persons to make contributions to the long-term
growth and profits of the Group. The Share Award Incentive Scheme is a
separate scheme from the Share Award Plan adopted by the Company on
16 January 2015, which is specifically for granting Share awards sourced
from existing Shares purchased from the stock market. The Share Award
Incentive Scheme will give the Company flexibility in granting Awards of
new Shares. The Share Award Incentive Scheme will be effective for a
period until 26 May 2026 unless terminated at the discretion of the Board
at an earlier date.

The Company has approved the adoption of the Share Award Incentive
Scheme on 27 May 2016 by the shareholders by poll at the AGM,
pursuant to which new Shares of not more than 3% of the total number
of issued Shares as at the Adoption Date of Share Award Incentive
Scheme (i.e. 21,213,606 new Shares) will be allotted and issued to
the Trustee by the Company, and will be held on trust by the Trustee
for the Selected Participants before vesting. For details, please refer to
the Company’s announcement dated 7 April 2016 and the Company’s
circular dated 8 April 2016.

No grant was made for the year ended 31 December 2019. As at 31
December 2019, the total number of shares that may be granted under
the Share Award Incentive Scheme is 21,213,606 Shares, representing
0.7% of the issued share capital of the Company.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

DISCLOSEABLE TRANSACTION - SUBSCRIPTION
OF NOTES

On 9 December 2019, the Company entered into the subscription
agreement in respect of the subscription, pursuant to which the Company
has conditionally agreed to subscribe for or procure the subscription by
its nominee(s) of, and China Tonghai International Financial Limited (the
issuer) has conditionally agreed to issue to the Company or its nominee(s),
the notes in the principal amount of HK$50,000,000 for a term of six
months with an interest rate of 5.3% per annum payable on the maturity
date and the extended maturity date (if applicable).

DISCLOSEABLE TRANSACTION - DEED OF
SETTLEMENT AND PROPOSED ISSUE OF
SETTLEMENT SHARES UNDER GENERAL MANDATE

On 29 October 2019, the Company entered into the deed of settlement
with JH Oilfield Equipment & Technology LLC (“JH Qilfield”) and
Heilongjiang Jinghong Petroleum Equipment Manufacture Limited
("Jinghong”) (the creditors), pursuant to which the Company has agreed
to settle the debts by issuing 122,726,709 settlement shares at the issue
price of HK$0.56 per settlement share to Mr. Zhang Baoyou (the nominee
of the creditors). The settlement shares are to be issued under the general
mandate.

Information of the Nominee
The nominee, Mr. Zhang Baoyou, is the chairman of Jinghong who holds
59.62% of the equity interest in Jinghong.

Information of JH Oilfield

JH Qilfield is a limited liability company incorporated under the laws of
the U.S. Its ultimate beneficial controllers are Xu Hong and Li Liangxiong.
JH Qilfield is principally engaged in the sales and service of top drive and
petroleum equipment.

Information of Jinghong

Jinghong is a company established under the laws of the PRC with
limited liability. Zhang Baoyou, Zhang Baoguo and Zhang Chunrong
are the ultimate beneficial controllers of Jinghong. It is engaged in the
manufacturing, leasing, overhauling, technical consultation, technical
service, mechanical processing, rubber product processing, general
equipment, electrical machinery, steel, hardware products wholesale,
retail and import and export of oil drilling industry.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EEREREER

Executive Directors
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Mr. Cong Yongjian, aged 44, has been appointed as an executive
Director of the Board and CEO of the Company with effect from 19
February 2020. He is an attorney admitted in the PRC and New York,
the United States of America. He has over 15 years of special situations
investments and legal practice experience and extensive experience
in cross-border acquisitions, private equity investments, mezzanine
financing, debt restructuring, asset restructuring and other special
situations investments. Mr. Cong has been the person in charge of China
Merchants Capital Marine Industry Fund (BERBERNEFEEES)
since 2013. From 2011 to 2013, he was one of the founding members
of China Development Bank International Holdings Ltd (“CDBI"), where
he served in the Investment Committee and was in charge of fund
department and legal department. At CDBI, Mr. Cong led the equity
investment amounting to US$200 million to Alibaba Group as well as
many privatization transactions of Chinese concept stocks listed overseas.
In addition, as the person in charge of the fund department of CDBI, he
directly led the foundation of certain USD or RMB funds with a total size
over US$5 billion. From 2005 to 2010, he worked in the special situations
investment department in J. P. Morgan, Standard Chartered Bank and
other foreign financial institutions, and mainly engaged in private equity
investments, real estate investments, mezzanine financing, acquisition
and disposal of non-performing assets and other special situations
investments. During that period, he participated in debt restructuring,
financing and acquisition transactions of a number of real estate projects
in Beijing, Shanghai, Dalian, Chongging, etc., and as the key person in
charge participated in stripping, restructuring and acquisition of non-
performing assets of financial institutions such as China Huarong Asset
Management Co., Ltd and Maybank in Malaysia. Mr. Cong obtained
degrees of Master of Laws from both University of International Business
and Economics in PRC and Cornell University in the United States of
America. Moreover, he was an independent non-executive director of
Sunway International Holdings Limited (stock code: 00058HK) from 14
August 2015 to 6 June 2019.

CMIC Ocean En-tech Holding Co., Ltd.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EENRGREEE

Mr. JIANG Bing Hua, aged 69, is the Co-Chairman of the Company. He
is a co-founder of the Group. He is an executive Director of the Group
and he is responsible for the Group’s overall strategy planning and
business development. He obtained his bachelor’s degree in offshore
structure engineering from the Tianjin University (K}ZAXZ) in the PRC
in 1980 and acquired his master’s degree in business administration
from the University of Dallas in the U.S.A. in 1993. He has 44 years of
experience in the oil and gas industry. Prior to founding the Group, he
worked for the Sinopec group, the group of China National Petroleum
Corporation and China National Offshore Oil Corporation in various
positions such as driller, drilling superintendent, drilling manager,
operation manager and company representative.
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Mr. ZHANG Menggui, Morgan, aged 61, is a co-founder and has been
appointed as an executive Director of the Group since 22 June 2017. He
obtained his bachelor’s degree majoring in drilling engineering from the
China University of Petroleum (FF B1/A)HAER) in 1982 and acquired his
master’s degree in petroleum engineering from the University of Alaska-
Fairbanks in the U.S.A. in 1989 and he received an executive master’s
in business administration (“EMBA") from China Europe International
Business School in 2012. He has 35 years of experience in the oil and gas
industry. Prior to founding the Group, he worked for a subsidiary of the
group of China National Petroleum Corporation in China and for Cook
Inlet Region Inc. in Alaska. He currently is a member of several oil industry
associations and professional organizations including the Society of
Petroleum Engineers and the American Drilling Engineers.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EENSREEE

Non-executive Directors

FHTES

Mr. WANG Jianzhong, aged 46, has been appointed as a non-executive
director of the Company with effect from 4 July 2016. He graduated from
Beijing Normal University in China with a Master degree in Management,
Business Administration in 1998. He started working in 1998 and he
is currently the president of CIMC Raffles Offshore (Singapore) Limited
("CIMC Raffles”). From 1998 to 2006, he was senior manager of capital
operation department of China Ocean Shipping (Group) Corporation
(“COSCO"). From 2006 to 2007, he was deputy general manager of
Taicang CIMC Container Co., Ltd. From 2007 to 2014, he was general
manager of the enterprise management department of CIMC, where
he notably created and promoted the CIMC “LEAN ONE” management
model -based on the LEAN concept which significantly improved the
group’s annual revenue. The LEAN ONE Concept attracted favourable
reviews from the “Harvard Business Review” and “Tsinghua Business
Review”. From 2010 to 2014, he acted as secretary general of group
leadership council of CIMC (FEEEFAHEEZEE) to promote
upgraded changes for CIMC. From June 2014 to December 2015, he
was vice president of CIMC Raffles. From December 2015 to date, he has
been president of CIMC Raffles.
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Mr. LOU Dongyang, aged 44, has been appointed as the chairman of
the Board of the Company with effect from 19 February 2020 and as a
non-executive Director with effect from April 2018. He is also the chief
financial officer of China Merchants Industry Holdings Co., Ltd. Mr. Lou
has served as an assistant engineer in the Chemical Engineering Office
of the Institute of Standardization of Nuclear Industry and as secretary-
general for the National Technical Committee for Standardization of
Radioisotopes (& BIntaT 1* E 7 RIZE(L =2 TZ 8 €) from July 1997
to October 2001, as an engineer in the Planning Department in China
Isotope Company from October 2001 to August 2003, as a specialist
of the board of supervisors for Key Large State-Owned Enterprises
under the State Council from August 2003 to August 2004, as principal
staff member of the board of supervisors for Key Large State-Owned
Enterprises under the State Council from September 2008 to September
2012, as the assistant to the department director of the intellectual
property administrative department of China Merchants Group Limited
("CM Group”) from September 2012 to May 2015, as the assistant to
the department director of the finance department (intellectual property
department) of CM Group from May 2015 to October 2015, and as the
deputy general manager of the finance department (intellectual property
department) of CM Group from October 2015 to November 2017. Mr.
Lou obtained a bachelor’'s degree in applied chemistry from Peking
University in 1997 and a master’s degree in business administration also
from Peking University in 2002.

CMIC Ocean En-tech Holding Co., Ltd.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EENRGREEE

Ms. Fu Rui, aged 38, is an intermediate economist. She was appointed
as a non-executive Director of the Company with effect from 1 June
2019. Since June 2016, she has been the deputy general manager of the
asset operations department of the shipping investment management
headquarters of China Minsheng Trust Co., Ltd.. From April 2007 to June
2016, She worked as a senior director of China Classification Society.
Ms. Fu obtained a bachelor’s and master’s degree in Maritime Law from
Dalian Maritime University, in the PRC in 2004 and 2007 respectively.
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Mr. Qian Zewei, aged 44, has been appointed as a non-executive
Director of the Company with effect from 1 October 2019. He is currently
a member of the Business Decision/Investment Decision Committee,
Managing Director and Head of Special Assets Department of China
Great Wall AMC (International) Holdings Company Limited (" Great Wall
International”). Mr. Qian had served as Head of Private Equity Investment
Department and Head of Bay Area Investment Department of Great Wall
International. From 2014 to 2016, he was the Investment Director of
the Investment Management Department of China Everbright Limited.
From 2008 to 2014, he served as Vice President and Director of the
Private Equity Investment Department of Daiwa Capital Markets Hong
Kong Limited. From 2001 to 2005, he worked as a senior research and
development engineer at the Beijing R&D Centre of Huawei Technologies
Co., Ltd. Mr. Qian holds a master’s degree in finance from London
Business School and a master’s degree in computer application from
Nanjing University of Aeronautics and Astronautics.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EENSREEE

Independent Non-executive Directors

BAUFHITES

Mr. CHAN Ngai Sang, Kenny, aged 55, has been appointed an
independent non-executive Director since October 2005. He is a partner
and founder of Kenny Chan & Co., a firm of Certified Public Accountants.
He has over 30 years' experience in accounting, taxation, auditing and
corporate finance and has been involved in several mergers, acquisitions
and initial public offering projects. He holds a bachelor of commerce
degree from the University of New South Wales and is a member of
Chartered Accountants Australia and New Zealand, the Association of
International Accountants, CPA Australia, the Hong Kong Institute of
Certified Public Accountants and the Taxation Institute of Hong Kong.
He is also a fellow member of the Hong Kong Institute of Directors.
He served as president of the Hong Kong Branch of the Association of
International Accountants in the years 2012-2015. He is an independent
non-executive director of Zhongyuan Bank Co., Ltd., Minsheng
Education Group Company Limited, Pak Tak International Limited, Hebei
Construction Group Corporation Limited and Kingland Group Holdings
Limited, all are listed on the Main Board of the Stock Exchange.
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Mr. ZOU Zhendong, aged 50, has been appointed an independent non-
executive Director since May 2018. He is also serving as the independent
director of Bestsun Energy Co. Ltd., an A share company listed in the
Shanghai Stock Exchange, the senior partner of Sinowing Law LLP, Legal
Representative of Sinowing (Beijing) AMC Co., Ltd., and further and
concurrently as a member of the High-tech and E-Commerce Committee
& International Business Committee of All China Lawyers Association. Mr.
Zou used to work as the officer for the Chinese People’s Association for
Friendship with Foreign Countries, as the staff for China Native Produce
& Animal By-Products Import & Export Corp., as the director of the 4th
Department for China Commercial Foreign Trade Corporation, and
as the partner in charge of international business department and IPR
department for Beijing Dacheng Law Firm (aka Dentons for the moment).
Mr. Zou was awarded a Bachelor Degree by the Renmin University
of China in 1992, with major in international politics and minor in
international economics. As being jointly elected by the Ministry of Justice
of the People’s Republic of China and Lord Chancellor’s Office of the
United Kingdom, Mr. Zou has worked and trained himself in London.

CMIC Ocean En-tech Holding Co., Ltd.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EERSREEE

Mr. CHEN Weidong, aged 64, has been appointed as an independent
non-executive Director with effect from June 2018. Mr. Chen has over
30 years’ experience in offshore oil and gas industry. He supervised and
organised 4 published books on petroleum economics and geopolitics.
Mr. Chen is now serving as Guest Professor at Renmin University of
China, Invited Researcher at Energy Security Center of Graduate School
of Chinese Academy of Social Sciences, Dean of Minde Institute and
Chair of DFS Energy Consultant (Beijing) Ltd. Mr. Chen used to work as
Chief Energy Researcher of CNOOC Energy Economics Institute Executive
Vice President, Secretary of Board of Directors, and Chief Strategy Officer
of China Qilfield Services Limited (a H-share company listed on the main
board of the Stock Exchange of Hong Kong Limited from 2002, stock
code: 2883). Mr. Chen obtained a bachelor’s degree in geophysical
exploration studies from Ocean University of China (formerly as Shandong
College of Oceanology) in the People’s Republic of China in 1982 and
an MBA from Peking University in July 2001. He graduated from China
University of Political Science and Law with a master diploma in July
2005.
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Mr. Sun Dongchang, aged 66, has been appointed as an independent
non-executive Director of the Company since 12 November 2019.
He is currently a professor-level senior engineer of Shengli Petroleum
Administration Bureau (B5%/A B E ), oil field senior expert, expert
on “government special allowance” of the State Council, senior expert
of the Drilling Technology Institute, Shengli Petroleum Administration
Bureau (5 F1|#& #B%), and consultant of State Oil Drilling and Exploitation
Equipment and Tool Standardization Committee (% Bl #& K 3% B
T HEE({LEZEE). He was the deputy secretary general of Chinese
Society of Naval Architects and Marine Engineers during the period from
2003 to 2013. During the period from 2001 to 2013, he served as a
professor-level senior engineer, the chief engineer, the vice president
and an oil field senior expert at the Drilling Technology Institute, Shengli
Petroleum Administration Bureau (75 h & 12 B H T2 556).
During the period from 1996 to 2001, he served as a senior engineer and
the chief engineer at the Drilling Technology Institute, Shengli Petroleum
Administration Bureau (B4 hE 12 B H TEMH5hT). During the
period from 1987 to 1996, he worked as an engineer, senior engineer
and the director at the Marine Research Branch of Drilling Technology
Institute, Shengli Petroleum Administration Bureau (B5%|f & 2 B
$&H T E A8 )8)¥ A7), During the period from 1975 to 1987, he
worked as a technician, assistant engineer and the deputy director at the
Shallow Sea Office of Drilling Technology Institute, Shengli Petroleum
Administration Bureau (57| A H & 12 B ¥ H TEMFRFLEZEE). Mr.
Sun holds a degree majoring in oil field equipment from Department of
Mechanics, China University of Petroleum and a master degree in naval
architecture and ocean engineering from Shanghai Jiao Tong University.
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PROFILES OF DIRECTORS AND SENIOR MANAGEMENT

EENSREEE

Senior Management
SREEE

Mr. Cong Yongjian, aged 44, has been appointed as an executive
Director of the Board and CEO of the Company with effect from 19
February 2020. He is an attorney admitted in the PRC and New York,
the United States of America. He has over 15 years of special situations
investments and legal practice experience and extensive experience
in cross-border acquisitions, private equity investments, mezzanine
financing, debt restructuring, asset restructuring and other special
situations investments. Mr. Cong has been the person in charge of China
Merchants Capital Marine Industry Fund (BERBERNEFEEES)
since 2013. From 2011 to 2013, he was one of the founding members
of China Development Bank International Holdings Ltd (“CDBI"), where
he served in the Investment Committee and was in charge of fund
department and legal department. At CDBI, Mr. Cong led the equity
investment amounting to US$200 million to Alibaba Group as well as
many privatization transactions of Chinese concept stocks listed overseas.
In addition, as the person in charge of the fund department of CDBI, he
directly led the foundation of certain USD or RMB funds with a total size
over US$5 billion. From 2005 to 2010, he worked in the special situations
investment department in J. P. Morgan, Standard Chartered Bank and
other foreign financial institutions, and mainly engaged in private equity
investments, real estate investments, mezzanine financing, acquisition
and disposal of non-performing assets and other special situations
investments. During that period, he participated in debt restructuring,
financing and acquisition transactions of a number of real estate projects
in Beijing, Shanghai, Dalian, Chongging, etc., and as the key person in
charge participated in stripping, restructuring and acquisition of non-
performing assets of financial institutions such as China Huarong Asset
Management Co., Ltd and Maybank in Malaysia. Mr. Cong obtained
degrees of Master of Laws from both University of International Business
and Economics in PRC and Cornell University in the United States of
America. Moreover, he was an independent non-executive director of
Sunway International Holdings Limited (stock code: 00058HK) from 14
August 2015 to 6 June 2019.
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Mr. JIANG Bing Hua, aged 69, is the Co-Chairman of the Company. He
is a co-founder of the Group. He is an executive Director of the Group
and he is responsible for the Group’s overall strategy planning and
business development. He obtained his bachelor’'s degree in offshore
structure engineering from the Tianjin University (K}#ZAXZ) in the PRC
in 1980 and acquired his master’s degree in business administration
from the University of Dallas in the U.S.A. in 1993. He has 44 years of
experience in the oil and gas industry. Prior to founding the Group, he
worked for the Sinopec group, the group of China National Petroleum
Corporation and China National Offshore Oil Corporation in various
positions such as driller, drilling superintendent, drilling manager,
operation manager and company representative.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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Mr. ZHANG Menggui, Morgan, aged 61, is a co-founder and has been
appointed as an executive Director of the Group since 22 June 2017. He
obtained his bachelor’s degree majoring in drilling engineering from the
China University of Petroleum (R EI/AHAZR) in 1982 and acquired his
master’s degree in petroleum engineering from the University of Alaska-
Fairbanks in the U.S.A. in 1989 and he received an executive master’s
in business administration (“EMBA") from China Europe International
Business School in 2012. He has 35 years of experience in the oil and gas
industry. Prior to founding the Group, he worked for a subsidiary of the
group of China National Petroleum Corporation in China and for Cook
Inlet Region Inc. in Alaska. He currently is a member of several oil industry
associations and professional organizations including the Society of
Petroleum Engineers and the American Drilling Engineers.
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Mr. WANG Yong, aged 57, is the President of the Group with effect
from 28 April 2016. He is responsible for the daily operations and business
activities of the Group. He is also the director and chief executive officer
of a subsidiary, OIM Pte. Ltd. He joined the Company in April 2012 as
the senior Group vice president and Group chief operations officer. Prior
to joining the Company, he was the general manager for Weatherford
International China. In his 17 years with Weatherford International,
he held several managerial roles including global business alignment
manager and business development manager. He started his career
in the oil industry as a drilling engineer for China National Petroleum
Corporation after graduating from the China Petroleum University in
1982. He also spent five years in the China Petroleum University teaching
drilling engineering courses before completing his first master's degree
in petroleum engineering from the Louisiana State University in 1993. He
also holds an EMBA from the China Europe International Business School.
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Mr. XIE Shaohua, aged 49, has been appointed as chief financial officer
of the Company with effect from 1 July 2018. Mr. Xie graduated from
Central University of Finance and Economics in 1993 and received master
degrees at the University of International Business and Economics and The
Chinese University of Hong Kong in 2003 and 2005 respectively. Mr. XIE
is a Chinese senior accountant. In 2016, he was awarded by the Ministry
of Finance as a national leading accounting talents. From November 1998
to October 2002, he worked in the finance department of SINOTRANS
& CSC Group Company. From November 2002 to May 2007, he served
as the deputy general manager of the finance department of Sinotrans
Limited (H shares, stock code: 00598). From September 2007 to June
2018, he was appointed as deputy general manager and chief financial
officer of Sinotrans Shipping Co., Ltd. (red chip, stock code: 00368).
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Mr. YANG Guohui, aged 46, appointed as an executive Director and
chief operating officer of the Company with effect from 9 February 2018
and he has resigned as an executive Director with effect from 1 April
2018 due to work reallocation. Mr. Yang remains as the chief operating
officer of the Group. He is also an executive director of China Merchants
Capital Management (International) Limited. He worked for various
positions such as an engineer, a manager in workforce planning and a
manager in assets transactions under the group companies of Transocean
Ltd. during the period from 2001 to 2013. He then worked as the general
manager of ESSM Pte Ltd. from September 2013 to October 2014 and
chief operating officer for Scott & English Energy Pte Ltd. in Singapore
from August 2015 to 2017. He obtained a master’s degree in engineering
from University of Petroleum in 1999. He also obtained a master’s degree
in business administration from Nanyang Technological University,
Singapore in 2017. He is part of the management team of China
Merchant Great-Wall Capital Management Ltd, which holds in aggregate
81% beneficial interests in Meris Global Investments Limited. Meris
Global Investments Limited is a coinvestment vehicle of the management
team of China Merchant GreatWall Capital Management Ltd.
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Mr. Chen Yungqiang, aged 54, has served as the chief executive officer
of TSC (China) since 2005 and has been appointed as the vice president
of the Company with effect from 15 February 2020. Mr. Chen is also
in full charge of the Group’s operations in the PRC and is responsible
for the sales and promotion of the Group’s products in the PRC market.
Mr. Chen studied industrial enterprise management at the Hangzhou
University of Electronic Science and Technology (fi/H & FRIH A Z2). Mr.
Chen joined the Group in August 2001 as a general manager of HHCT, a
subsidiary of the Company, in Xi‘an, China till 2005. Prior to joining the
Group, Mr. Chen worked with Xi'an Petroleum Exploration Instrument
Complex (AL A MR EES 4 M) for 14 years in various positions
including assistant factory head, supervisor of electric driven production
lines and manager of its sales branch for drilling rigs.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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REPORT OF THE DIRECTORS

The board of the Directors (the “Board”) hereby presents their report and
the audited financial statements of the Company for the Year.

CHANGE OF COMPANY NAME

Subsequent to the approval of the change of company name by the
shareholders at the extraordinary general meeting of the Company held
on 3 January 2019, the Certificate of Incorporation on Change of Name
and the Certificate of Secondary Name were issued by the Registrar of
Companies in Cayman Islands on 11 January 2019, and the Certificate
of Registration of Alteration of Name of Registered Non-Hong Kong
Company was issued by the Registrar of Companies in Hong Kong on 29
January 2019 both certifying the change of English name of the Company
from “TSC Group Holdings Limited” to “CMIC Ocean En-Tech Holding
Co., Ltd.” and the adoption of the Chinese name "ZER BB & F AL R R
IR ERR AR as the dual foreign name in Chinese of the Company.
Further details regarding the Change of Company Name were set out in
the announcements dated 23 November 2018 and 13 February 2019;
and the circular of the Company dated 4 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details of
the principal activities of the subsidiaries are set out in note 13 to the
financial statements. It will expand to the offshore asset management
and operation business continuously. Save as disclosed above, there were
no significant changes in the nature of the Group's principal activities
during the Year.

RESULTS AND DIVIDENDS

The Company’s results for the year ended 31 December 2019 is set out in
the financial statements on pages 117 to 242.

The Directors do not recommend the payment of any dividends in respect
of the Year.

DIVIDEND POLICY

A dividend policy is adopted by the Company which aims at setting out
the principles to be followed for paying dividends to the shareholders of
the Company. When considering the dividend payment, the Board shall
take into account the factors including but not limited to the Company’s
financial results, general business conditions and strategies, and statutory
and regulatory restrictions. There is no assurance that dividends will be
declared or distributed in any particular amount or in any form for each
year or in any year.

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of the
Company for the five financial years ended 31 December 2019, are
extracted from the audited financial statements of the relevant annual
reports of the Company, and are set out on page 9. This summary does
not form part of the audited financial statements of the Company for the
Year.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE
POLICIES

CMIC considers a high degree of social responsibility, environmental
protection, safety and sustainable economy as key factors in ensuring
business continuity and success. The Company has introduced effective
tools to ensure full implementation of social, safety and environmental
policies within the Company to ensure compliance with the relevant legal
and regulatory requirements as described in Appendix 27 to the Rules
Governing and Listing of Securities on The Stock Exchange of Hong Kong
Limited.

Details of the Company’s ESG performance for the Year can be found in
"Environmental, Social and Governance Report” as set out on pages 82
to 106 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Company during the Year are set out in note 10 to the financial
statements.

SHARE CAPITAL, SHARE OPTIONS AND SHARE
AWARDS

The movements in the Company’s authorised and issued share capital
during the Year are set out in note 31(b) to the financial statements. In
particular, details of the rights issue and issuance of settlement shares are
set out in notes 31(b)iii) and (iv), respectively. Details of the Company’s
share option schemes and share award schemes are set out in notes 29
and 30 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association (“Articles”) or the laws of the Cayman Islands,
being the jurisdiction in which the Company was incorporated, which
would oblige the Company to offer new shares on a pro rata basis to
existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the year ended 31 December 2019, neither the Company nor any
of its subsidiaries purchased, redeemed or sold any of the Company’s
listed securities, except that the trustee of the Share Award Plan, pursuant
to the terms of the rules and trust deed of the Share Award Plans 1 and 2,
purchased on the Stock Exchange a total number of 31,905,000 Shares
at a total consideration of about HK$11,871,715.

Subsequent to 31 December 2019, pursuant to the terms of the rules and
trust deed of the Share Award Plan 2, the trustee of the Share Award
Plan 2 purchased 4,110,000 Shares on the Stock Exchange at a total
consideration of HK$1,148,857. As at the date of this report, the trustee
held a total 41,110,000 shares (representing 1.3% of the issued share
capital of the Company) under the Share Award Plans 1 and 2.

CMIC Ocean En-tech Holding Co., Ltd.
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RESERVES

Details of movements in the reserves of the Company and of the Group
during the Year are set out in note 31(a) to the financial statements
and in the consolidated statement of changes in equity on page 121,
respectively.

DISTRIBUTABLE RESERVES

The Company'’s reserves available for distribution to equity shareholders
of the Company as at 31 December 2019, as computed in accordance
with the Companies Law (Revised) of the Cayman Islands amounted to
$88,761,000 (2018: $26,012,000).

MAJOR CUSTOMERS AND SUPPLIERS

In the Year under review, sales to the Company’s five largest customers
accounted for approximately 42% of the Company’s total sales for the
Year and sales to the largest customer included therein accounted for
approximately 15% of the Company’s total sales.

Purchases from the Company’s five largest suppliers accounted for
approximately 31% of the Company'’s total purchases for the year and
purchases from the largest supplier included therein accounted for
approximately 9% of the Company’s total purchases.

Save as disclosed under the paragraph headed “RELATED PARTY
TRANSACTIONS” and note 34 to the financial statements, none of the
Directors, or any of their associates or any shareholders (which, to the
best knowledge of the Directors, own more than 5% of the Company’s
issued share capital), had any beneficial interest in the Company'’s five
largest customers or suppliers.

DIRECTORS

The Directors who held office during the Year and up to the date of this
annual report were:

EXECUTIVE DIRECTORS:

Mr. WANG Hongyuan (resigned on 19 February 2020)
Mr. JJANG Bing Hua

Mr. ZHANG Menggui, Morgan

Mr. CONG Yongjian (appointed on 19 February 2020)

NON-EXECUTIVE DIRECTORS:

Mr. WANG lJianzhong

Mr. LOU Dongyang

Ms. FU Rui (appointed on 1 June 2020)

Mr. QIAN Zewei (appointed on 1 October 2019)
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INDEPENDENT NON-EXECUTIVE DIRECTORS:

Mr. CHAN Ngai Sang, Kenny

Mr. ZOU Zhendong

Mr. CHEN Weidong

Mr. Sun Dongchang (appointed on 12 November 2019)

In accordance with Articles 86 and 87 of the Company’s articles of
association, Mr. Cong Yongjian, Mr. Jiang Bing Hua, Mr. Zhang Menggui,
Morgan, Ms. Fu Rui, Mr. Qian Zewei, Mr. Chan Ngai Sang, Kenny and
Mr. Sun Dongchang will retire by rotation and, being eligible, offer
themselves for re-election at the forthcoming annual general meeting.

DIRECTORS’ SERVICE CONTRACTS

Mr. Jiang Bing Hua has entered into an appointment contract with the
Company for a term of three years commencing from 28 November
2005 and expiring on 27 November 2008, renewable automatically for
successive terms of three years from 28 November 2008, 28 November
2011, 28 November 2014 and 28 November 2017 and respectively unless
terminated by either party giving to the other not less than three months’
prior written notice. Mr. Jiang is entitled to an annual remuneration of
US$250,000. Mr. Jiang is entitled to variable remuneration comprising
of ex-gratia annual bonus, which is subject to his performance and the
performance of the Company and the approval of the Remuneration
Committee.

Mr. Cong Yongjian has entered into an appointment contract with the
Company for a term of 3 years commencing from 19 February 2020
subject to retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the articles of association of
the Company. He has waived entitlement to annual remuneration.

Mr. Zhang Menggui, Morgan has entered into an appointment contract
with the Company for a term of 3 years commencing on 22 June 2017
subject to retirement by rotation and re-election in accordance with the
Articles of Association, unless and until terminated by not less than 3
months’ prior notice in writing served by either party to the other. Mr.
Zhang is entitled to an annual remuneration of US$250,000. Mr. Zhang is
entitled to variable remuneration comprising of ex- gratia annual bonus,
which is subject to his performance and the performance of the Company
and the approval of the Remuneration Committee.

Mr. Wang Jianzhong has entered into an appointment contract with
the Company for a term of three years commencing from 4 July 2016
and expiring on 3 July 2019, renewable automatically for successive
terms of three years from 4 July 2019 subject to retirement by rotation
and re-election in accordance with the Articles of Association, unless
terminated by giving either party to the other not less than three months’
prior written notice. Mr. Wang is entitled to receive emoluments of
HK$120,000 per annum.

Mr. Lou Dongyang has entered into an appointment contract with the
Company for a term of 3 years commencing from 1 April 2018 subject
to retirement by rotation and re-election at the annual general meeting
of the Company in accordance with the articles of association of the
Company. Mr. Lou has waived entitlement to annual remuneration.

CMIC Ocean En-tech Holding Co., Ltd.
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DIRECTORS’ SERVICE CONTRACTS (Continued)

Ms. Fu Rui has entered into an appointment contract with the Company
for a term of three years commencing from 1 June 2019 and expiring
on 31 May 2022 subject to retirement by rotation and re-election in
accordance with the Articles of Association, unless terminated by giving
either party to the other not less than three months’ prior written notice.
Ms. Fu Rui has waived entitlement to annual remuneration.

Mr. Qian Zewei has entered into an appointment contract with the
Company for a term of three years commencing from 1 October 2019
and expiring on 30 September 2022 subject to retirement by rotation
and re-election in accordance with the Articles of Association, unless
terminated by giving either party to the other not less than three months’
prior written notice. Mr. Qian Zewei has waived entitlement to annual
remuneration.

Mr. Chan Ngai Sang, Kenny has entered into an appointment contract
with the Company for a term of three years commencing from 20
October 2005 and expiring on 19 October 2008, renewable automatically
for successive terms of three years from 20 October 2008, 20 October
2011, 20 October 2014 and 20 October 2017 respectively subject to
retirement by rotation and re-election in accordance with the Articles
of Association, unless terminated by giving either party to the other not
less than one month’ prior written notice. Mr. Chan Ngai Sang Kenny is
entitled to receive emoluments of HK$120,000.

Mr. Zou Zhendong has entered into an appointment contract with the
Company for a term of three years commencing from 18 May 2018 and
expiring on 17 May 2021 subject to retirement by rotation and re-election
in accordance with the Articles of Association, unless terminated by giving
either party to the other not less than three months’ prior written notice.
Mr. Zou Zhendong is entitled to an annual remuneration of HK$120,000.

Mr. Chen Weidong has entered into an appointment contract with the
Company for a term of three years commencing from 5 June 2018 and
expiring on 4 June 2021 subject to retirement by rotation and re-election
in accordance with the Articles of Association, unless terminated by either
party giving to the other not less than three months’ prior written notice.
Mr. Chen Weidong is entitled to an annual remuneration of HK$120,000.

Mr. Sun Dongchang has entered into an appointment contract with the
Company for a term of three years commencing from 12 November
2019 and expiring on 11 November 2022 subject to retirement by
rotation and re-election in accordance with the Articles of Association,
unless terminated by either party giving to the other not less than three
months’ prior written notice. Mr. Sun Dongchang is entitled to an annual
remuneration of HK$120,000.

Except for Mr. Jiang Bing Hua and Mr. Zhang Menggui, no other
Directors are entitled to any variable remuneration.

The Company confirms that it has received from each of its independent
non-executive Directors a confirmation of his independence pursuant
to Rule 3.13 of the Listing Rules and the Company considers the
independent non-executive Directors to be independent.
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DIRECTORS’ SERVICE CONTRACTS (Continued)

None of the Directors has a service contract with the Company or any
of its subsidiaries which is not determinable by the Company within one
year without payment of compensation, other than statutory obligations.

CHANGE IN INFORMATION OF DIRECTORS

The change in the information of directors since the publication of the
2018 annual report is set out below pursuant to Rule 13.51(B)(1) of the
Listing Rules:

RESIGNATION AND APPOINTMENT OF
THE CHAIRMAN AND CEO

o Mr. Wang Hongyuan resigned as the chairman of the Board and
CEO of the Company with effect from 19 February 2020.

e Mr. Lou Dongyang was appointed as the chairman of the Board
with effect from 19 February 2020.

o Mr. Cong Yongjian was appointed as the CEO of the Company with
effect from 19 February 2020.

RESIGNATION AND APPOINTMENT OF
EXECUTIVE DIRECTORS

° Mr. Wang Hongyuan resigned as an executive Director of the
Company due to other commitments with effect from 19 February
2020.

o Mr. Cong Yongjian was appointed as an executive Director of the
Board of the Company with effect from 19 February 2020.

APPOINTMENT OF NON-EXECUTIVE DIRECTORS

o Ms. Fu Rui has been appointed as a non-executive Director with
effect from 1 June 2019.

o Mr. Qian Zewei has been appointed as a non-executive Director
with effect from 1 October 2019.

APPOINTMENT OF INDEPENDENT NON-EXECUTIVE
DIRECTOR

o Mr. Sun Dongchang has been appointed as an independent non-
executive Director with effect from 12 November 2019.

CHANGE OF BOARD COMMITTEES MEMBERS

e On 19 February 2020, Mr. Wang Hongyuan resigned as the
chairman of the Nomination Committee and a member of the
Remuneration Committee.

e On 19 February 2020, Mr. Lou Dongyang was appointed as the
chairman of the Nomination Committee and a member of the
Remuneration Committee.

CMIC Ocean En-tech Holding Co., Ltd.
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DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS AND
CONTRACTS

No transactions, arrangements and contracts of significance in relation
to the Group’s business to which the Company’s subsidiaries, fellow
subsidiaries or its parent companies was a party or were parties and in
which a Director or his/her connected entities had a material interest,
whether directly or indirectly, subsisted at the end of the year under
review or at any time during the Year.

DIRECTORS’ PERMITTED INDEMNITIES

Under the Company’s articles of association, every director or other
officer of the Company acting in relation to any of the affairs of the
Company shall be entitled to be indemnified out of the assets of the
Company against all costs, charges, expenses, losses or liabilities which
he may sustain or incur in or about the execution of the duties of his
office or otherwise in relation thereto. A directors’ and officers’ liability
insurance is in place to protect the directors and officers of the Group
against any potential liability arising from the Group’s activities which
such directors and officers may be held liable.

BUSINESS REVIEW

Business Performance and Key Financial Indicators

In 2019, the Company successfully integrated 6 units of jack-up drilling
rigs. In particular, the joint venture bareboat chartered two drilling rigs
to SMS to provide services to Abu Dhabi National Oil Company and
entered into agreements with SHELF in relation to sales of two rigs.
Moreover, it and the Fund jointly increased their capital investment into
SHELF and thus jointly hold 19.4% shares of SHELF, becoming SHELF's
largest shareholder. An overseas subsidiary and its partner CP Latina
jointly won the contract for the offshore rig service project of Pemex, the
national oil company of Mexico, in relation to provision of two units of
JU2000E jack-up drilling rigs to Pemex. In the same year, the Company
proactively developed land rig projects, and it entered into orders in
relation to several sets of electric control equipment and services with
CNPC and was granted the contract in relation of land rig equipment
and accessories project of Tarim oildom in Xinjiang. In October 2019, the
Company settled the debts by issuing to Jinghong Company 122,726,709
settlement shares at the issue price of HK$0.56 per settlement share,
representing a premium of 115% over the closing price on the last
trading day.

The key financial and business performance indicators comprise
profitability growth, return on equity and gearing ratio. Details of
profitability analysis are shown in the “Management Discussion and
Analysis” section of this annual report. The Group’s return on equity,
based on Profit/(Loss) to Equity Shareholders to Total Equity to Equity
shareholders, was better from -144.3% to 8.0% in the year under
review as compared to the previous year, which was mainly due to the
substantial write downs of assets and provision for receivables in 2018 as
a result of the challenging business environment in the O&G industry. The
Group's gearing ratio, calculated based on total liabilities to total assets,
decreased from 89.9% in 2018 to 66.2% in the Year under review; the
Group will continue to safeguard its capital adequacy position, whilst
maintaining a balance between business growth and risk management.

A review of the business of the Company and its subsidiaries for the year
ended 31 December 2019 is set out in the sections of “Chairmen’s and
CEQ's Statements”, “Market Review and Prospect” and “Management
Discussion and Analysis” of this annual report.
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BUSINESS REVIEW (continued)

Risk Management

It is the Company’s development strategy to establish a risk management
system covering all the business segments to monitor, assess and manage
various risks in the Company’s activities. The management has identified
the top risks and conducted regular review of industry, policy, operational
and currency risks.

Major Risk Identified

Industry risk: In an over-supply market environment, O&G companies
have been facing increasingly fierce competition, and lower demand will
have impact on the operating results of the Company to a certain extent
in the future. In light of this, the Company will enhance the operational
efficiency, enrich its product portfolio, raise its product quality and put
emphasis on value maximisation and increase its competitiveness. In
addition, the Company has diversified its business from Oil and Gas E&P
industry to P&A and Decommissioning industry.

Government Policy risk: The O&G industry is one of the industries that
the PRC Government supports in its 5 year development plan. The
development of the Company will be affected by the direction of such
policies which will have some impact on the level of support from PRC
Government.

Operational risk: As stated in the annual report, the Company is relying
on a few customers. If the Company fails to secure new contracts
from such customers, the Company’s operating results will be affected
significantly. In light of the above, the Company has established
certain level of alliance with these customers for maintaining long term
relationships and to enhance the Company'’s future development.

Currency Risk: The value of Renminbi is affected by the global economic
and political environment which has led to a significant depreciation
recently. As an international company, sales contracts are usually signed
in US currency while production costs are denominated in Renminbi
as the major production center is located in Mainland China. Given
the nature of our business, the Company will use more domestic bank
borrowings in order to mitigate its currency risk.

Sustainability Initiatives

The Company is committed to contributing to the sustainability of
the environment and maintaining a high standard of corporate social
governance essential for creating a positive framework for motivating
staff and promoting sustainable relationships with customers, suppliers,
service vendors, regulators and shareholders, and contributes to the
community in which we conduct our businesses for creating a sustainable
return to the Company. The Company has implemented energy saving
practices in offices and branch premises where applicable.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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BUSINESS REVIEW (continued)

Sustainability Initiatives (Continued)

The Company has compliance and risk management policies and
procedures, and members of the senior management are delegated
with the continuing responsibility to monitor adherence and compliance
with all significant legal and regulatory requirements. These policies and
procedures are reviewed regularly. As far as the Company is aware, it has
complied in material aspects with the relevant laws and regulations that
have a significant impact on the business and operation of the Company
and its subsidiaries.

Further discussion and analysis of the Company’s principal activities as
required by schedule 5 the Hong Kong Companies Ordinance can be
found in the Management Discussion and Analysis set out in pages 25 to
39 of this Annual Report. This discussion forms part of this Report of the
Directors.

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2019, the interests and short positions of the
Directors and chief executives of the Company in the Shares, underlying
Shares and debentures of the Company or its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFO™)), as recorded in the register required to be kept by the
Company pursuant to the required standard of dealings by the Directors
as referred to in Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”), were as
follows:

Long Position in Ordinary Shares and Underlying Shares
of the Company:
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of the

Company'’s

Personal Family Corporate Other issued share

Name of Directors interests interests interests interests Total capital
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Mr. Zhang Menggui, Morgan 64,679,100 - - - 64,679,100 2.10%
SREESE

Mr. Jiang Bing Hua 25,665,240 - - — 25,665,240 0.84%
BRELE

Mr. Chan Ngai Sang, Kenny 500,000 - - - 500,000 0.02%
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Continued)

Long Position in Ordinary Shares and Underlying Shares
of the Company: (Continued)

Save as disclosed above, as at 31 December 2019, none of the Directors
or chief executives of the Company had registered an interest or short
position in the shares, underlying shares or debentures of the Company
or any of its associated corporations that was required to be recorded
pursuant to the required standard of dealings by the Directors as referred
to in Section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

Directors’ Rights to Acquire Shares

Save as disclosed under the paragraph headed “DIRECTORS’ AND CHIEF
EXECUTIVES' INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES” above “Share Award Plan” and “Share
Award Incentive Scheme” contained in Management Discussion and
Analysis” section of this annual report and note 29 to the Financial
Statements, and in the share option scheme disclosures in note 30 to the
financial statements, at no time during the Year under review, no rights
to acquire benefits by means of the acquisition of shares in or debentures
of the Company was granted to any Director or their respective spouse
or minor children, or were any such rights exercised by them; or was
the Company, its holding company, or any of its subsidiaries and fellow
subsidiaries a party to any arrangement to enable the Directors to acquire
such rights in any other body corporate.

CMIC Ocean En-tech Holding Co., Ltd.
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SUBSTANTIAL SHAREHOLDERS AND OTHER FERRREMA TR G K AERRKR G
PERSONS’ INTERESTS AND SHORT POSITIONS IN PHERE KRR
SHARES AND UNDERLYING SHARES

As at 31 December 2019, the following persons had interests or short W-—Z—AF+_A=+—H U FTALTRAQA
positions in the Shares and underlying Shares of the Company which as B R ABEEMD T - HERIE B HF LS 555336
recorded in the register of interests required to be kept by the Company B2 AR QB EEMAERSRSAR

pursuant to Section 336 of the SFO:

(i) Long Positions in Ordinary Shares and Underlying () RERAEBERREBBRONGTR :
Shares of the Company:
Approximate
Approximate  percentage
percentage of the
of the shareholding
shareholding if the
asat  Repurchase
the Latest ~ Mandate is
Capacity and Number of Practicable exercised
Name of Shareholders nature of interest shares Date in full
RE# fe B
AfTAfe  REERE
BREY  TEZER
BERE/ 8 BORERNE RIDHE BAL BRESH
China Great Wall AMC (International) Holdings Company Limited (Note 1) Corporate 1,530,372,000 49.86 55.41
HE R EE (BB ERER D (1) AT
China Great Wall Asset Management Co., Ltd. Corporate 1,530,372,000 49.86 55.41
HRE R EEERRG R A(Note 1)
RERBEEERRNBRA R (1) AR
China Merchants & Great Wall Ocean Strategy & Technology Fund (L.P.) Corporate 1,530,372,000 49.86 55.41
(Note 1)
China Merchants & Great Wall Ocean Strategy & Technology Fund (L.P.) /NG|
(PrizE1)
China Merchants Great-Wall GP Limited (Note 1) Corporate 1,530,372,000 49.86 55.41
BERAAZABRAR (1) NG|
Great Wall International Investment V Limited (Note 1) Corporate 1,530,372,000 49.86 55.41
Great Wall International Investment VV Limited (FfzE1) NG
Prime Force Investment Corporation (Note 1) Beneficial Owner 1,530,372,000 49.86 55.41
Prime Force Investment Corporation (Fff31) ESBEEA
China Merchants Group Limited A% /55 A IR 2 B(Note 1) Corporate 1,530,372,000 49.86 55.41
BEREEERAR K1) A7
Minyun Limited Beneficial Owner 284,751,000 9.28 10.31
Minyun Limited ERBEEA
China International Marine Containers (Group) Co., Ltd. (Note 2) Corporate 185,600,000 6.05 6.72
BB S EREM(RE) RHERA R (H:2) NG
China International Marine Containers (Hong Kong) Ltd. (Note 2) Beneficial Owner 185,600,000 6.05 6.72
HEERSEREREE)ERAR () EREEAA
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER

PERSONS’ INTERESTS AND SHORT POSITIONS IN

SHARES AND UNDERLYING SHARES (Continued)

(i) Long Positions in Ordinary Shares and Underlying

Shares of the Company: (Continued)
Notes:

1. Prime Force Investment Corporation (“Prime Force”) is a company
incorporated in the British Virgin Islands and is whollyowned by Fund LP
and Fund LP is therefore deemed to be interested in the 1,530,372,000
Shares that Prime Force is interested in under Part XV of the SFO.

Fund GP is the general partner of Fund LP and is therefore deemed to
be interested in the 1,530,372,000 Shares that Fund LP are interested

in under Part XV of the SFO.

China Great Wall AMC (International) Holdings Company Limited
("GWAMC International”) holds 25% of the equity interest in China
Merchants Great-Wall GP Limited (“Fund GP"”) and is a wholly owned
subsidiary of China Great Wall Asset Management Co., Ltd. ("GW

Asset Management”).

Great Wall International Investment V Limited holds approximately
39.986% of the limited partnership interests in Fund LP and is
therefore deemed to be interested in the 1,530,372,000 Shares
that Fund LP are interested in under Part XV of the SFO. Great Wall
International Investment V Limited is a wholly owned subsidiary
of GWAMC International, and GWAMC International is a wholly
owned subsidiary of GW Asset Management. Therefore, GW Asset
Management is deemed to be interested in the 1,530,372,000 Shares
held by Great Wall Ocean Strategy & Technology Fund (L.P.) (“Fund

LP").

China Great Bay Area Fund Management Company Limited holds 30%
of the equity interest in Fund GP and is a wholly owned subsidiary of
China Merchants Capital Management Co. Ltd., which in turn is wholly

owned by China Merchants Capital Investment Co., Ltd.

China Merchants Union (BVI) Limited holds approximately 9.996%
of the limited partnership interests in Fund LP and 15% of the equity
interest in Fund GP, and its 50% of equity interest is held by China
Merchants Holdings (Hong Kong) Company Ltd. which is wholly
owned by China Merchants Steam Navigation Company Limited.
China Merchants Industry Holdings Co., Ltd. (“CM Industry”) holds
30% of the equity interest in Fund GP and approximately 29.989%
of the limited partnership interests in Fund LP, and is a wholly owned
subsidiary of China Merchants Steam Navigation Company Limited
which is a wholly owned subsidiary of China Merchants Group Limited*
(BEREEABMRAR]) ("CM Group”). Therefore, China Merchants
Steam Navigation Company Limited and CM Group are deemed to be
interested in the 1,530,372,000 Shares that Fund LP are interested in

under Part XV of the SFO.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER FERRRHEMA T RARG R EER G

PERSONS’ INTERESTS AND SHORT POSITIONS IN PHEZRAR @

SHARES AND UNDERLYING SHARES (continued)

(i) Long Positions in Ordinary Shares and Underlying () REQAEBRREBRONER © (@)
Shares of the Company: (Continued)

Notes: (Continued) MeE - (&)

2. China International Marine Containers (Group) Company Limited 2. FEEBERSESEMEBE)RGERAR(H
(“CIMC Group”) holds the entire issued share capital of China SEBEDEATRBEBRESEERBEBER
International Marine Containers (Hong Kong) Limited (“CIMC HK"). NRI([FEFEDNEBEBITRA - Atk -
Therefore, CIMC Group is deemed to be interested in the 185,600,000 RIEEHF LB EEAIEXVE  PEEERRA
Shares held by CIMC HK under Part XV of the SFO. REFEEEEHE2185,600,0000 (5 HEE

s -
(i) Long Positions in Shares of Subsidiaries of (i) RELTMBRARNRGOER :

the Company:

Name of substantial Percentage of
Name of subsidiary shareholder shareholding
MEARER TERRHE B ERAESH
Jurun Limited Xingbo Limited 21%
EEAR AT EBARAT
CMIC Manufacturing and Supply De Colombia S.A.S Independence Drilling S.A. 40%
ATS Energy LLC Axion Services Inc. 33%
Petromax Industry Inc. 16%
Texas Unconventional Resources LLC Mr. YANG Anping 20%
HEFEE
OIM Pte. Ltd. Offshore CC FZE 5%

Save as disclosed above, as at 31 December 2019, there was BRENXEREN RZE-—NF+ZA=+—

no person (other than the Directors and chief executives of the B REERESNBERIEIKETEZ

Company whose interests are set out under the paragraph headed EfMeast  SEAMALT(ERZERLX

“DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS AND SHORT [BEMERTRAERKRG - BERS RES

POSITION IN SHARES, UNDERLYING SHARES AND DEBENTURES” HEER AR | —REAFINEERARAER

above had an interest or short position in the shares or underlying FTIRA BERIN RAZN A BRI AR 1 25048 78 A7) 1 7

shares of the Company as recorded in the register to be kept under BREmIOARE ©

Section 336 of the SFO.
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CONNECTED TRANSACTION

On 11 January 2019, Qingdao TSC Offshore Equipment Co., Ltd. (&
EXEEERAMEFBBRAR) (“TSCOE”), an indirectly wholly-
owned subsidiary of the Company, entered into the sale agreement
(the "Sale Agreement”) with China Merchant Heavy Industry (Jiangsu)
Co., Ltd. ("CMHI (Jiangsu)”) pursuant to which TSCOE agreed to sell
and CMHI (Jiangsu) agreed to purchase pump(s) at the consideration of
RMB7,490,000 (equivalent to approximately HK$8,493,660.00), which
was determined after arm’s length negotiations between the parties to
the Sale Agreement with reference to the market prices of comparable
pumps. The Company expects that the transaction will provide positive
revenue growth to the Group.

CMHI (Jiangsu) is a wholly-owned subsidiary of China Merchants Industry
Holdings Co., Ltd. (“CM Industry”), whereas CM Industry is ultimately
wholly-owned by China Merchants Group Limited (“CM Group”). China
Merchants & Great Wall Ocean Strategy & Technology Fund (L.P.) (the
"Fund”) is a controlling shareholder of the Company and therefore a
connected person of the Company. The Fund is indirectly controlled by
CM Group. CMHI (Jiangsu) is therefore an associate of CM Group, CM
Industry and the Fund, and is a connected person of the Company under
the Listing Rules. As a result, the Sale Agreement constitutes a connected
transaction for the Company under Chapter 14A of the Listing Rules.

The Directors (including the independent non-executive Directors) are of
the view that the transaction contemplated under the Sale Agreement
is on normal commercial terms, the terms contained therein are fair and
reasonable and in the interests of the Company and the shareholders as a
whole.

As the highest applicable percentage ratio (as defined under the Listing
Rules) in respect of the transaction value relating to the Sale Agreement
is more than 0.1% and less than 5%, the connected transaction shall be
subject to the reporting, annual review and announcement requirements
under Rule 14A.76 of the Listing Rules, but exempt from the independent
shareholders’ approval requirements under Chapter 14A of the Listing
Rules.

Details of the Sale Agreement are set out in the announcement of the
Company dated 11 January 2019.

The related party transaction as disclosed in note 34 to the consolidated
financial statements also fall under the definition of connected transaction
within the meaning of the Listing Rules, and the Company has complied
with the disclosure requirements in accordance with Chapter 14A of the
Listing Rules.
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EQUITY-LINKED AGREEMENTS

Save as disclosed under the paragraphs headed “Share Award Plan” and
“Share Award Incentive Scheme” contained in “Management Discussion
and Analysis” section of this annual report and note 29 to the financial
statements, “Share Option Scheme” contained in note 30 in the financial
statements, no equity-linked agreements were entered into during the
Year or subsisted at the end of the Year.

RELATED PARTY TRANSACTIONS

Details of the related party transactions for the year are set out in note 34
to the financial statements. Save as disclosed therein, there were no other
transactions to be disclosed as related party transactions in accordance
with the requirements of the Listing Rules and accounting principles
generally accepted in Hong Kong.

COMPETITION AND CONFLICT OF INTERESTS

None of the Directors, the management shareholders or substantial
shareholders of the Company or any of their respective associates has
engaged in any businesses that competes or may compete, either directly
or indirectly, with the business of the Group, as defined in the Listing
Rules, or has any other conflict of interests with the Group during the
Year.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 December 2019.

AUDITORS

KPMG will retire and a resolution for their re-appointment as auditors
of the Company will be proposed at the forthcoming annual general
meeting of the Company.

CORPORATE GOVERNANCE

A report on the principle corporate governance practices adopted by the
Company is set out on pages 64 to 81 of this annual report.

ON BEHALF OF THE BOARD
CMIC Ocean En-tech Holding Co., Ltd.

LOU Dongyang
Chairman

JIANG Bing Hua
Co-Chairman

Hong Kong, 27 March 2020
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CORPORATE GOVERNANCE REPORT

TRER/RE

The Board of Directors (the “Board”) is pleased to present this “Corporate
Governance Report” for the Year.

The Company recognises the importance of good corporate governance
to the Group's healthy growth and has devoted considerable efforts to
identifying and formulating corporate governance practices appropriate
to the needs of its business. Therefore the Company continued to
incorporate the essence of corporate governance into its management
structure and internal control procedures, as we strove to maintain the
highest standard in integrity and ethics in all aspects of our business
activities, and to ensure the full compliance of our operations with
applicable laws and regulations. By achieving high standards of corporate
governance, the Directors believe that sound and reasonable corporate
governance practices are essential for the rapid growth of the Group
and for safeguarding and maximising the Company and its shareholders’
interests as a whole.

CORPORATE GOVERNANCE PRACTICES

For the year ended 31 December 2019, the Board is of the view that,
the Company has complied with the code provisions on the Code on
Corporate Governance Practices set out in Appendix 14 to the Listing
Rules, save for the deviations which are explained below.

Code A.2.1

The roles of chairman and chief executive officer should be separated
and should not be performed by the same individual. The division of
responsibilities between the chairman and chief executive officer should
be clearly established and set out in writing.

During the year, Mr. Wang Hongyuan took up the posts of executive
chairman and chief executive officer of the Company. This deviated from
code provision A.2.1 of the CG Code which stipulated that the roles of
chairman and chief executive officer should be separated and should not
be performed by the same individual. Mr. Wang has extensive experience
in strategic planning, mergers and acquisitions, capital operations and
investments in sectors such as offshore marine and shipping, port and
bonded logistics. Mr. Wang has high standing within the Group together
with his extensive experience in the offshore industry. Mr. Wang is well
versed with the business models and development of the Group and
the development of the gas and oil industry. The Board, after due and
careful consideration, was of the view that Mr. Wang was the single most
suitable person for the positions of the executive chairman and chief
executive officer of the Group.

On 19 February 2020, the Company appointed Mr. Lou Dongyang as the
Chairman of the Board and Mr. Cong Yongjian as the Chief Executive
Director. Subsequent to this date, the Company has complied with
provision A.2.1 of the Code.

CMIC Ocean En-tech Holding Co., Ltd.
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CORPORATE GOVERNANCE PRACTICES (continued)

Rule 3.10A of the Listing Rules

For the period from 1 October to 11 November 2019, after the
appointment of Mr. Qian Zewei, the Company failed to fulfill the
requirement under Rule 3.10(A) of the Listing Rules that the number
of independent non-executive directors must represent at least one-
third of the board. Upon the appointment of Mr. Sun Dongchang as an
independent non-executive Director of the Company on 12 November
2019, the Board is comprised of three executive Directors, four non-
executive Directors and four independent non-executive Directors.
Therefore, the Company has complied with the requirement under Rule
3.10A of the Listing Rules.

THE MODEL CODE

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standards of dealings as set out in the Model Code for Securities
Transactions by the Directors of Listed Issuers (the “Model Code”) as set
forth in Appendix 10 of the Listing Rules. Having made specific enquiry of
all Directors, the Directors have complied with such code of conduct and
the required standards of dealings as set out in the Model Code by the
Directors throughout the year ended 31 December 2019.

BOARD OF DIRECTORS

The Board is responsible for managing the Company on behalf
of shareholders. The Board is of the view that it is the Directors’
responsibilities to create value for shareholders and safeguard the best
interests of the Company and the shareholders by discharging its duties
in a dedicated, diligent and prudent manner on the principle of good
faith. The Board is also responsible for decisions in relation to the overall
strategic development of the Group’s business. Responsibilities in relation
to daily and execution of the strategic business plans are delegated to
each of the executive Directors and management.

Details of background and qualifications of the executive chairman of
the Company, other Directors and senior management are set out under
the “Profiles of Directors and Senior Management” of this annual report.
All Directors have given sufficient time and attention to the affairs of the
Group. The executive Directors have sufficient experience to hold the
position so as to carry out their duties effectively and efficiently.

The Board comprises eleven Directors up to the date of this annual report,
including three executive Directors, namely Mr. Cong Yongjian, Mr. Jiang
Bing Hua and Mr. Zhang Menggui, Morgan; four non-executive Directors,
namely Mr. Lou Dongyang, Mr. Wang Jianzhong, Ms. Fu Rui and Mr.
Qian Zewei; and four independent non-executive Directors, namely Mr.
Chan Ngai Sang, Kenny, Mr. Zou Zhendong, Mr. Chen Weidong and
Mr. Sun Dongchang. As over half of the members of the Board being
non-executive and they have not participated in the management of
the Company, the Board is able to exercise independent judgement
on corporate affairs and provide the management with a diverse and
objective perspective on issues. The Board believes that current board size
is appropriate based on the Company’s present circumstances and will
periodically evaluate the need for increasing or decreasing its size.
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BOARD OF DIRECTORS (continued)

During the year ended 31 December 2019, the Board had at all times
complied with the requirement of the Listing Rules, except the deviation
of Rules A.2.1 and 3.10A per disclosed above, of having at least three
independent non-executive Directors sit on the Board (more than one
third of the Board members) and at least one of them has appropriate
professional accounting or related financial management expertise. To
the knowledge of the Directors, the Board members have no financial,
business, families or other material relationships with each other.

The Articles state clearly the procedures for the appointment of new
directors, re-election and removal of directors. Under the Articles, the
Board may from time to time appoint a director either to fill a casual
vacancy or as an addition to the Board. Any such new director shall hold
office until the next following general meeting of the Company (in the
case of filling a casual vacancy) or until the next annual general meeting
of the Company (in the case of an addition to the Board) and shall then
be eligible for re-election at the same general meeting.

All Directors (including non-executive Directors) have entered into a
service contract with the Company for a term of three years, are subject
to retirement by rotation once every three years, and re-election in
accordance with the Articles, unless and until terminated by not less than
three months’ prior notice in writing served by either party on the other.
Pursuant to Articles 86 and 87, Mr. Cong Yongjian, Mr. Jiang Bing Hua,
Mr. Zhang Menggui, Morgan, Ms. Fu Rui, Mr. Qian Zewei, Mr. Chan
Ngai Sang, Kenny and Mr. Sun Dongchang will retire, and being eligible
for election, offer themselves for re-election at the forthcoming annual
general meeting to be held on 22 May 2020.

Each of the independent non-executive Directors has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing Rules.
The Company is of the view that all independent non-executive Directors
meet the independence guidelines set out in Rule 3.13 of the Listing Rules
and are independent in accordance with the terms of the guidelines.

The primary functions of the Board include:

o deciding on the overall strategies, overseeing operational and
financial performance and formulating appropriate policies to
manage risk exposure associated with realising the strategies and
goals of the Group;

o being held accountable for the internal control system of the Group
and responsible for reviewing its effectiveness;

CMIC Ocean En-tech Holding Co., Ltd.
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BOARD OF DIRECTORS (continued)

o being ultimately responsible for preparing financial statements and
discussing the performance, financial conditions and prospects of
the Group in a balanced, clear and comprehensible manner. These
responsibilities are applicable to interim and annual reports of the
Company, other price sensitive announcements published according
to the Listing Rules and disclosure of other financial information,
reports submitted to regulatory bodies and information discloseable
under statutory requirements;

e whilst executive Director, who oversees the overall business of the
Group, is responsible for the daily operations of the Group, the
Board is responsible for affairs involving the overall policies, finance
and shareholders of the Company, namely financial statements,
dividend policy, significant changes to accounting policies,
annual operating budgets, material contracts, major financing
arrangements, principal investment and risk management strategy.
Implementation and execution of such decisions are delegated to
the management; and

o regularly reviewing its own functions and the powers conferred
upon executive Director to ensure appropriate arrangements are
in place. The management is well informed of its powers and
duties with clear guidelines and instructions, in particular regarding
situations under which reporting to the Board is necessary and
matters that require the approval of the Board before any decisions
or commitments can be made on behalf of the Company.

Members of the Board held a total of six meetings during the Year. The
Directors are given sufficient time and information relating to the matters
to be discussed in the Board meetings in advance, or except in special
circumstances, consent to short notice is sought at times of urgency.
In addition, the Company has maintained a procedure for the Directors
to seek independent professional advice, in appropriate circumstances,
at the Company’s expense in discharging their duties to the Company.
Moreover, the Company Secretary prepares minutes and keeps records
of matters discussed and decisions resolved at all Board meetings. The
Company Secretary also keeps the minutes, which are open for inspection
at any reasonable time on reasonable notice by any Director.

Matters considered and approved by the Board during the Year mainly
related to (i) reviewing of the Company’s business; (ii) the approval of
annual results of 2018, appointment of independent non-executive
Director and non-executive Directors; (iii) the approval of interim results
of 2019; (iv) connected transactions; (v) disclosable transactions; (vi)
adoption of share award plan; and (vii) change of company secretary.
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BOARD OF DIRECTORS (continued)

The Directors have complied with the Code for the convening of Board
meeting which should be held at least four times a year at approximately
quarterly intervals, to review the financial performance, results of each
period, material investments and other matters of the Group that require
resolutions of the Board. Simultaneous conference calls may be used to
improve attendance when individual Director cannot attend the meeting
in person.

For the year ended 31 December 2019, the executive chairman of the
Company held a meeting with the independent non-executive Directors
without the presence of the other Directors.

Mr. Lou Dongyang is the chairman of the Board and Mr. Cong Yongjian is
the chief executive officer of the Company. The divisions of responsibilities
between the chairman of the Board and the chief executive officer of the
Company are clearly divided to ensure a balance of power and authority
and to reinforce their independence and accountability.

Mr. Lou Dongyang, being the chairman, is responsible for providing
leadership to the Board and ensuring that the Board functions effectively;
that directors receive in timely manner adequate information which is
complete and reliable and that all directors are properly briefed on issues
arising at board meetings. The chairman also encourages directors to
participate actively in and to make a full contribution to the Board'’s
affairs so that the Board can act in the best interest of the Company.

Mr. Cong Yongjian, being the chief executive officer of the Company,
is responsible for the daily operations of the Company, execution of
business policies, strategies, objectives and plans as formulated and
adopted by the Board and leading the management of the Company.

Directors’ Continuous Training and Development
Directors should participate in continuous professional development to
develop and refresh their knowledge and skills. This is to ensure that their
contribution to the Board remains informed and relevant. The Group
continuously updates the Directors on the latest developments regarding
the Listing Rules and other applicable regulatory requirements, to ensure
compliance and enhance their awareness of good corporate governance
practices. Circulars or guidance notes are issued to Directors and senior
management where appropriate, to ensure awareness of best corporate
governance practices.

During the Year, the Directors were committed to complying with
the Code A.6.5 on Directors’ training. Some Directors have attended
seminars and conferences, which covered topics including the Companies
Ordinance, taxation, quality control, and corporate governance issues,
and provided a record of training they received for the Year to the
Company.
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CORPORATE GOVERNANCE REPORT

BOARD OF DIRECTORS (continued)

Directors’ Continuous Training and Development
(Continued)

A summary of training received by the Directors during the Year is as
follows:

Name of Directors

EspR

TEERRE
=30
EECRERIRBR@®
BEEFANEIIBENT
Type of

Trainings

b= <Pzl

Executive Directors:

BITES

Mr. WANG Hongyuan (resigned on 19 February 2020)
THREEER =S =_FF =+ NLBET)

Mr. CONG Yongjian (appointed on 19 February 2020)
BXKBEEMRZ_ZF_ATNBEEZE)

Mr. JJANG Bing Hua

BRELRLE

Mr. ZHANG Menggui, Morgan

SREFESE

A B

N/A i F

A B

A B

Non-executive Directors:

FHTES !

Mr. WANG Jianzhong

TRk sE

Mr. LOU Dongyang

ERGEE

Ms. FU Rui (appointed on 1 June 2019)
BHRZLT(WZZT—NFAA—BEEME)

Mr. QIAN Zewei (appointed on 1 October 2019)
BWEEAERZZE—NE+A—AEZRME)

Independent non-executive Directors:

BYFHTES :

Mr. CHAN Ngai Sang, Kenny

PRER A4 S

Mr. ZOU Zhendong

IR E

Mr. CHEN Weidong

BRETR A&

Mr. SUN Dongchang (appointed on 12 November 2019)
BRREAEMR_ZE-—NF+—AT-BEZRD

Notes:

A:  attending seminars and/or conferences and/or forums relating to directors’
duties or other relevant topics

B: reading seminar materials, newspapers, journals and updates relating to
economy, the latest development of the Listing Rules and other applicable
regulatory requirements
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SRERRE

BOARD OF DIRECTORS (continued)

Directors’ Continuous Training and Development

(Continued)

EEgs
BEECREEIIRBEE

During the Year, the Board, audit committee, remuneration committee, RAFE » ARRIFBRITHNEES - EZXEZET -
nomination committee and compliance committee meetings and the HMWEZE® - REZEeRERTESSZ UMK

general meetings of the Company were held, with details as follows:

Name of Directors

Board

BExnE Exg

Audit
Committee
B

Z88g

RAEWT :

Meetings attended/held
HEBTEBERY
Remuneration Nomination Compliance General
Committee = Committee = Committee = Meetings
i R"E BER RER

Z88 Z88g 3k PN

Executive Directors:
HITES:
Mr. WANG Hongyuan
(resigned on 19 February 2020)
FHRAEAE
R-Z-Z&E- A+HhBEED
Mr. JIANG Bing Hua
BRERE
Mr. ZHANG Menggui, Morgan
REFERE
Non-executive Directors:
FHITES !
Mr. WANG Jianzhong
FRPEE
Mr. LOU Dongyang
BRBRE
Ms. FU Rui
(appointed on 1 June 2019)
B+
(RZE-NFA—BEZME)
Mr. QIAN Zewei
(appointed on 1 October 2019)
BRESE
(RZZB-NE+H-BEZMD)
Independent non-executive
Directors:
BIYFHTES
Mr. CHAN Ngai Sang, Kenny
PBRER A SR
Mr. ZOU Zhendong
IR &
Mr. CHEN Weidong
PRETER e
Mr. SUN Dongchang
(appointed on 12 November 2019)
BREEE
RZBE-—NF+—ATZHEZD)

4/6

6/6

4/6

1/6

3/6

3/3

2/2

5/6

6/6

6/6

172

2/2

2/2

2/2

4/4 4/4 171

4/4 171

44 ”n

1”71

171 1”71

4/4 4/4 171 1”7

4/4 4/4 171

4/4 4/4 17 171
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DIRECTORS’ INSURANCE

The Company has arranged appropriate insurance cover in respect of the
legal action against the Directors.

COMPANY SECRETARY

During 1 January 2019 to 30 June 2019, Ms. Cheung Wai Sze, Candy was
the Company Secretary of the Company, who was a full-time employee
of the Company, has taken no less than 15 hours of relevant professional
trainings to update her skills and knowledge in 2019.

Ms. Koo Ching Fan has been appointed as a Company Secretary of
the Company with effect from 1 July 2019. Ms. Ching Fan KOO of Fair
Wind Secretarial Services Limited, an external service provider, has been
engaged by the Company as its Company Secretary. The primary contact
person of the Company with Ms. KOO is Mr. ZHAO Yinan, the Secretary
to the Board. Ms. KOO attended no less than 15 hours of relevant
professional training during the year.

REMUNERATION COMMITTEE

The remuneration committee was established on 20 October 2005 with
written terms of reference in compliance with the Code. It comprises
three independent non-executive Directors, namely Mr. Zou Zhendong
(being the Chairman), Mr. Chan Ngai Sang, Kenny and Mr. Chen
Weidong; and one non-executive Director, namely, Mr. Lou Dongyang
and one executive Director, namely Mr. Jiang Bing Hua.

The role and function of the remuneration committee include the
determination of the specific remuneration packages of all executive
Directors and senior management, including benefits-in-kind, pension
rights and compensation payments (including any compensation payable
for loss or termination of their office or appointment), and make
recommendations to the Board of the remuneration of Directors. The
remuneration committee will consider and give due regard to both the
performance levels of, and a fair reward for, the chairman, executive
Directors and the senior management and to the interest of all the
shareholders of the Company in light of the financial and commercial
circumstances of the Company from time to time. No Director shall be
involved in deciding his own remuneration. The remuneration committee
also made recommendation to the Board on the establishment of a
formal and transparent procedure for developing remuneration policy.

During the Year, four meetings of the remuneration committee were held
and the remuneration committee of the Company proposed to consider
non-executive director and independent non-executive directors’ salaries.
The chairman of the remuneration committee has reported the findings
and provided recommendations to the Board after the meeting.
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REMUNERATION COMMITTEE (Continued)

Details of the Directors’ remuneration are set out in note 7 to the
consolidated financial statements. In addition, pursuant to the Code
Provision B.1.5, the annual remuneration of members of the senior
management by band for the year ended 31 December 2019 is set out
below:

FMEER @
EEMEFBIHIRERAMEHRERMTET o toh -
BIEFANEXEBASGK  BHE-E—hLEF+=-A=
+—HLEFE =2RETEASFEMESAIIM
T

Number of
Remuneration band (US$) individuals
<5 &R (Ex) AE
Less than 100,000 2
> #100,000
100,000 to 200,000 3
100,000%200,000
200,001 to 300,000 -
200,001%300,000
300,001 to 400,000 2

300,001 %400,000
400,001 to 500,000
400,001%500,000

NOMINATION COMMITTEE

The nomination committee was established on 5 June 2009 with written
terms of reference in compliance with the Code. A majority of its current
members are independent non-executive Directors. Currently, the
members of the committee are Mr. Lou Dongyang (being the chairman),
Mr. Zhang Menggui, Morgan, Mr. Chan Ngai Sang, Kenny, Mr. Zou
Zhendong and Mr. Chen Weidong.

Prior to the establishment of the nomination committee, the executive
chairman and chief executive officer were mainly responsible for
identifying suitable candidates for members of the Board when there is a
vacancy or an additional director is considered necessary. The executive
chairman or chief executive officer would propose the appointment of
such candidates to the Board for consideration and the members of
the Board would review the qualifications of the relevant candidates
for determining the suitability to the Group on the basis of his skills,
qualifications, experience, background, leadership and personal integrity.
The decision to appoint a director might be approved by majority of the
members of the Board.

The nomination committee has adopted the Diversity Policy, which
sets out the approach to diversity of Board members. In determining
the Board composition, the Company considers a range of diversity
elements, including but not limited to gender, age, cultural and
education background, professional experience, skills and knowledge. All
appointments of the Board will be made based on merit and objective
criteria while taking into full account of the interest of Board's diversity.

CMIC Ocean En-tech Holding Co., Ltd.
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NOMINATION COMMITTEE(Continued)

The selection of candidate will be based on a range of diversity elements.
The final decision will be made according to the strengths of the
candidate and his/her contribution that would bring to the Board.

As at the date of this report, the Board comprises eleven directors. Four
of them are independent non-executive Directors and four of them are
non-executive Directors thereby promoting critical review and control of
the management process. The Board is also characterised by significant
diversity, whether considered in terms of gender, nationality, professional
background and skills.

During the Year, four meetings of the nomination committee were held.
The nomination committee reviewed and discussed the appointment of
non-executive Director and independent non-executive Directors, and
made recommendations to the Board. The chairman of the nomination
committee has reported the findings and provided recommendation to
the Board after the meeting.

Under the remit of the nomination committee, it assesses the
independence of independent non-executive Directors, identify candidates
for appointment to the Board, review the structure, size and composition
of the Board and to monitor the implementation of the Board diversity
policy and the Nomination Policy. Before an appointment is made, the
nomination committee evaluates the balance of skills, knowledge and
experience on the Board and, in the light of this evaluation, prepares
a description of the role and capabilities required for a particular
appointment. If deemed appropriate, external consultants may be used to
identify suitable candidates.

COMPLIANCE COMMITTEE

The compliance committee was established on 20 October 2005 with
written terms of reference. The constitution of the Committee shall
comply with the requirements of the Listing Rules from time to time.
It comprises three Directors, namely, Mr. Lou Dongyang (being the
chairman), Mr. Chan Ngai Sang, Kenny, Mr. Chen Weidong and one
other member, namely, Mr. Ma Yaohui.

The general responsibilities of the committee are to ensure the Company
to comply with all relevant laws and regulations and the Listing Rules
("Relevant Regulations”). It shall fulfill other responsibilities as required by
the Relevant Regulations from time to time.

During the year, one meeting of the compliance committee were held
and the compliance committee reviewed and monitored the annual report
disclosure which were in compliance with the Relevant Regulations. The
chairman of the compliance committee then reported the findings and
provided recommendations to the Board after the meetings.
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DIRECTORS RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing the financial
statements of the Group. The Directors ensure that the preparation of
the financial statements of the Group is in accordance with statutory
requirements and applicable accounting standards. The Directors are not
aware of any material uncertainties relating to events or conditions which
may cast significant doubt upon the Company’s ability to continue as a
going concern.

The statement of the auditors of the Company about their reporting
responsibilities on the financial statements of the Group is set out in the
“Independent Auditor’'s Report” on pages 107 to 116 of this annual
report.

AUDITORS’ REMUNERATION

The audit committee of the Company is responsible for considering the
appointment of the external auditor and reviewing non-audit functions
(if any) performed by the external auditor, including whether such non-
audit functions could lead to any potential material adverse effect on
the Company. During the Year under review, the Company has to pay
an aggregate of approximately US$530,000 (2018: US$530,000) to the
external auditor for its audit services. The Company has paid an aggregate
of approximately US$6,000 (2018: US$209,000) to the external auditor
for its non-audit services in the year.

AUDIT COMMITTEE

The Company established an audit committee with written terms of
reference in compliance with the Code. To ensure on- going compliance
with the Code, the audit committee’s terms of reference takes into
account the Board’s responsibility for reviewing the adequacy of staffing
of the financial reporting functions and the oversight role of the audit
committee. According to rule 3.21 of the Listing Rules, the audit
committee comprises a minimum of three members with a majority of
independent non-executive Directors, namely Mr. Chan Ngai Sang, Kenny
(being the chairman), Mr. Zou Zhendong and Mr. Chen Weidong, all of
whom are independent non-executive Directors; and at least one member
has the appropriate professional qualifications of accounting or related
financial management expertise in compliance with Rule 3.10(2) of the
Listing Rules. The Company considers these Directors to be independent
under the guidelines set out in Rule 3.13 of the Listing Rules.
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AUDIT COMMITTEE (Continued)

The main duties of the audit committee include the following:

(@) To review the financial statements and reports and consider
any significant or unusual items raised by the Company’s staff
responsible for the accounting and financial reporting functions,
compliance officer or external auditors before submission to the
Board;

(b) To review the relationship with the external auditors by reference
to the work performed by the auditors, their fees and terms of
engagement, and make recommendation to the Board on the
appointment, re-appointment and removal of external auditors; and

() To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.

During the year, the audit committee held two meetings to consider
and review the interim and annual results of the Group, to discuss the
risk management and internal control system with management, to
discuss the audit plan and strategy, to discuss compliance with applicable
accounting standards and requirements and to ensure adequate
disclosure has been made. The audit committee also met the external
auditors twice without the presence of the executive Directors to discuss
the audit plan and scoping and identified significant risks and other areas
of focus to be addressed by the external auditors.

There is no disagreement between the Board and the audit committee
regarding the selection, appointment, resignation or dismissal of external
auditors.

The Company’s annual results for the year ended 31 December 2019, has
been reviewed by the audit committee.
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INDEPENDENCE OF THE COMPANY FROM ITS
CONTROLLING SHAREHOLDERS IN RESPECT OF
BUSINESS, PERSONNEL, ASSET, ORGANISATIONAL
STRUCTURE AND FINANCE

The direct substantial Shareholders of the Company are China Great Bay
Area Fund Management Company Limited and China Merchants Industry
Holdings Co., Ltd. (their controlling shareholder are China Merchants
Group) and Great Wall International Investment V Limited (it is wholly-
owned by GW Asset Management). The Company has an independent
and complete business system and has the capacity for independent
operation in the market. The Company is independent from its substantial
Shareholders in respect of our business, personnel, asset, organisational
structure and finance, and they independently proceed with audit and
assume the responsibilities and risks.

M

Business: The production system, purchase system, auxiliary
production system and sales system of the Company are
independent. The Company owns the intangible assets such
as industrial property, trademark, non-patent technology
independently.

Personnel: The labour, personnel and salary management institutions
of the Company are independent. The system is complete. The
Company and the substantial Shareholders do not share staff
or senior management. All of the Company’s staff and senior
management are paid by the Company. The financial personnel of
the Company have no part-time job in affiliates.

Assets: The property rights between the Company and the
substantial Shareholders are clear, with complete procedures. The
property rights are managed by the Company independently. The
substantial Shareholders do not occupy or govern the assets of the
Company nor interfere in its operation management of the assets.

CMIC Ocean En-tech Holding Co., Ltd.
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INDEPENDENCE OF THE COMPANY FROM ITS
CONTROLLING SHAREHOLDERS IN RESPECT OF
BUSINESS, PERSONNEL, ASSET, ORGANISATIONAL
STRUCTURE AND FINANCE (continued)

(4) Organisational structure: The Board, the Supervisory Committee and
other internal institutions of the Company are complete and operate
independently. The substantial Shareholders perform their rights
according to the law and assume the corresponding obligations
without directly or indirectly interfering with the business activities
of the Company by overstepping the general meeting.

(5) Finance: The finance department, financial accounting system,
financial management system and bank account of the Company
are independent and it pays taxes independently.

During the Reporting Period and as at date of this annual report, the
Company has not provided undisclosed information to the substantial
Shareholders and the de facto controllers, and there was no other non-
compliance governance problem.

INTERNAL CONTROL

The Board is responsible for risk management and internal control of the
Group and for reviewing its effectiveness. Such systems are designed
to manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute assurance
against material misstatement or loss. Procedures have been designed for
safeguarding assets against unauthorised use or disposition, ensuring the
maintenance of proper accounting records for the provision of reliable
financial information for internal use or for publication, and ensuring
compliance of applicable laws, rules and regulations.

The Board, through the established internal audit function, has conducted
annual reviews on the effectiveness of the Company’s internal control
system, including risk management and internal control, as well as
the resources of the Company’s financial and accounting reporting
departments, in accordance with the applicable legal requirements and
other internal control regulatory requirements. The reviews include
evaluation methods of the Company Qualifications and experience, as
well as staff training and management budget.

During the year the Group has implemented a series of internal control
system procedures and measures to strengthen internal controls. The
Board believes that there are no material internal controls deficiencies
that may affect the Shareholders and an effective and adequate risk
management and internal control system is in place to safeguard the
assets of the Group. The Group will continue to enhance the system to
cope with the changes in the business environment.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of shareholders
at a general meeting must be taken by poll except where the chairman,
in good faith, decides to allow a resolution which relates purely to a
procedural or administrative matter to be voted on by a show of hands.
As such, all the resolutions set out in the notice of the general meetings
will be voted by poll. Representatives of the share registrar of the
Company are appointed as scrutineers to monitor and count the poll
votes cast at each general meeting. The results of poll were published on
the websites of the Stock Exchange and the Company respectively.

The Board recognises the importance of good communications with
all shareholders. The general meetings of the Company provide an
opportunity for communication between the shareholders and the
Board. Separate resolutions are proposed at shareholders’ meetings
on each substantial issue, including the election of individual Directors.
The chairman of the Board as well as the chairmen of the remuneration
committee and audit committee or, in their absence, and where
applicable other members of the respective committees together with the
external auditors are available to answer questions at the shareholders’
meetings.

The Company continues to enhance communications and relationships
with its investors. Designated Directors or senior management maintain
regular dialogues with institutional investors and analysts to keep them
abreast of the Company’s developments. Enquiries from investors are
dealt with in an informative and timely manner.

To promote effective communication, the Company also maintains a
website at www.cmicholding.com, where extensive information and
updates on the Company’s business developments and operations,
financial information and other information are posted.

SHAREHOLDERS' RIGHTS

Annual reports and interim reports offer comprehensive information
to the Shareholders on operational and financial performance whereas
annual general meetings provide a forum for the Shareholders to
exchange views directly with the Board. The general meetings of the
Company provide an opportunity for communication between the
Shareholders and the Board. The executive Chairman and board members
of the Company attended the general meetings held on 24 May 2019 to
answer questions at these meetings.

To safeguard the Shareholders’ interests and rights, separate resolutions
are proposed at Shareholders’ meetings on each substantial issue,
including the re-election of the retiring Directors.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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CORPORATE GOVERNANCE REPORT

PROCEDURE FOR SHAREHOLDERS TO CONVENE
AN EXTRAORDINARY GENERAL MEETING

Pursuant to the Articles, any one or more shareholder(s) holding not less
than one-tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company (hereinafter referred to as
“the requisitionist(s)”) shall at all times have right by written requisition
to the board of directors or the Secretary of the Company, to require an
extraordinary general meeting of the Company to be called by the Board
for dealing with relevant requirements and any matter specified; and such
meeting shall be held within two (2) months after the deposit of such
requisition. If within twenty- one (21) days of such deposit, the Directors
fail to proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Directors
shall be reimbursed to the requisitionist(s) of the Company.

PROCEDURES FOR PUTTING FORWARD
PROPOSALS AT SHAREHOLDERS’ MEETINGS

Save for the following, Shareholders do not generally have a right
to propose new resolutions at general meetings. Shareholders who
wish to propose a resolution may request the Company to convene
an extraordinary general meeting following the procedures set out
in “Procedures for shareholders to convene an extraordinary general
meeting” above.

Where notice of a general meeting includes the election of directors of
the Company, any shareholder of the Company may propose the election
of any person as a director of the Company (hereinafter referred to as the
“Director”) at the general meeting. Pursuant to Article 88 of the Articles
of the Company, if a shareholder wishes to propose a person other
than a retiring Director for election as a Director at any general meeting
(including the annual general meeting), the shareholder should lodge a
written notice (hereinafter referred to as the “Nomination Notice”) at
the Hong Kong Share Registrar or the head office of the Company and
the minimum length of the period during which such notice is given
shall be at least seven (7) days. If the Nomination Notice is submitted
after the despatch of the notice of the general meeting appointed for
such election, the period for lodgment of the Nomination Notice shall
commence on the day after the despatch of the notice of the general
meeting appointed for such election and end no later than seven (7) days
prior to the date of such general meeting. The Nomination Notice must
be accompanied by a notice signed by the person to be proposed of his
willingness to be elected as a Director and such notice must also state the
proposed person'’s biographical details as required by Rule 13.51(2) of the
Listing Rules.
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SRERRE

PROCEDURES FOR PUTTING FORWARD
PROPOSALS AT SHAREHOLDERS' MEETINGS
(Continued)

For purposes of the above, the following are head office in Hong Kong
and the Hong Kong Share Registrar of the Company:

Unit 2706-2709, 27/F

One Harbourfront 18

Tak Fung Street

Hunghom, Kowloon Hong Kong

Head Office in Hong Kong:

Hong Kong Share Registrar: Tricor Investor Services Limited
Level 54, Hopewell Centre,

183 Queen’s Road East, Hong Kong

INVESTOR RELATIONS

The Company establishes different communication channels with
investors to update the latest business development and financial
performance to maintain a high degree of transparency and to ensure
that there is no selective disclosure of inside information.

The company has always adopted a positive attitude to communicate with
investors, the media and potential investors to increase the Company’s
brand recognition, strengthen investors’ understanding and recognition
of the Company, and achieve the value of shareholders ultimately.

Below are our communication methods, but not limited to:

Annual and interim report

Online annual report

Annual general meeting and extraordinary general meeting

Investors’ Roadshow: In 2019, the company organised four roadshows,
and introduced the Company to more than 20 potential investment
institutions and existing shareholders.

Announcements, press releases and circulars

Voluntary announcement

Media Press Conference

Investors’ Conference: 5 times investors’ meetings were organised in
2019 in order to communicate with investors in a face-to-face format

Industry analyst communication: The Company encourages analysts
to publish their analysis reports actively to help investors evaluate the
Company and its development opportunities and challenges.

Investor Relations Email: ir@cmicholding.com

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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CORPORATE GOVERNANCE REPORT

INVESTOR RELATIONS (Continued)

The Company's website: www.cmicholding.com, the Company’s website
is the Company’s main market promotion media, fully displaying the
business and activities of CMIC.

Social Media: WeChat public account, the company uses the WeChat
public account to publish company news, industry news, short films,
photos and major events.

CONSTITUTIONAL DOCUMENTS

Due to the change of name of the Company, the Memorandum and
Articles of Association containing the new name of the Company was
uploaded on the website of the Stock Exchange on 2 April 2019. Save
as aforesaid, the Board is not aware of any significant changes in the
Company’s constitutional documents during the year ended 31 December
2019.
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ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT
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STANDARDS OF THE REPORT

This Environmental, Social, and Governance report (the “Report”)
provides an annual update on the various aspects of environmental,
social, and governance performance by CMIC Ocean En-Tech
Holding Co., Ltd. (the “Group”) in the year 2019.

The content of this Report was compiled in accordance with the
“Environmental, Social and Governance Reporting Guide” as set
out in Appendix 27 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited, as well as the actual
conditions of the Company. This Report is published annually in
each financial year together with the Annual Report of the Company
for the year on the website of the Company and HKEx.

BACKGROUND INFORMATION ON THE
COMPANY

The Group and its global subsidiaries are principally engaged in
the asset investment and operations management of offshore
engineering platforms, clean energy and technology investments,
and the design, manufacture, installation and operation of the
products and services of onshore and offshore drilling industries,
including rigs, oilfield expendables and engineering services.

CORPORATE SOCIAL RESPONSIBILITY (CSR)
VISION, ASPIRATIONS, POLICIES AND
STRATEGIES

The Group is dedicated to becoming an outstanding corporate
citizen in each of the communities it operates in around the world.

“The Group recognises a high degree of social responsibility and
awareness in environmental sustainable development as key factors
to the enterprise’s persistent growth and success.”

The Group pursues the values of tolerance, openness, reliability
and cooperation in both business development and social activities,
and has introduced effective measures to ensure full fulfilment of
its social responsibility and implementation of its environmental
policies. These areas of work involve the Group’s employees,
business associates, supply chain partners, and community groups
related to the Group’s business.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

lll. CORPORATE SOCIAL RESPONSIBILITY (CSR)
VISION, ASPIRATIONS, POLICIES AND
STRATEGIES (continued)

As a responsible corporate citizen, the Group is committed to
adhering to ethical standards and carries out the concept of
corporate social responsibility through 5 policies in behavioural
management, which requires all the Group’s employees to
participate and support. To this end, Part VIII of this Report
describes the Group's performance at the environmental, social and
governance aspects for the Year.

Business Ethics

Environmental
Sustainability

BANTRERE (@]

Supply Chain i
Management Behaviours
R a2 SEARTH

IV. STATEMENT OF THE BOARD

To manage various ESG aspects effectively and efficiently, we
have built a solid governance structure for ESG management of
the Group, i.e. the ESG governance structure for which the Board
assumes the ultimate responsibility and the professional ESG
working group (the “Working Group”) implements comprehensive
supervision.

Corporate Citizenship
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IV. STATEMENT OF THE BOARD (Continued)

The Board and the ESG working group (“Working Group”) are
fully responsible for the Group’s ESG strategy and reporting,
including the formulation of the Company’s overall ESG
strategy, identification and evaluation of ESG risks, review of
ESG management policies, review of ESG plans and goals, and
consideration of ESG performance assessment; the Working Group
is responsible for execution of daily operations and reporting major
ESG issues to the Board. With this ESG management framework
and clear governance procedures, the Board can effectively monitor
ESG-related opportunities and risks within the Group.

From time to time, we obtain regularly updated information on
environmental, social and governance trends and regulations and
industry practices. Based on the external social and economic
macro-environment and the Company’s development strategy,
we have always given priority to stakeholders’ views, opinions and
suggestions on environmental, social and governance management,
and will conduct a materiality assessment and discussion on the
formulation of environmental, social and governance strategies,
determine the Company’s risks and opportunities in respect of
environment, society and corporate governance, and take the
management and improvement of key issues as sustainable
development strategy. Through the abovementioned efforts,
we have been able to better understand and manage our
environmental, social and governance risks, and achieve our goal of
creating higher value for all stakeholders.

SCOPE OF THE REPORT

The content of this ESG report summarizes the Group's performance
in terms of corporate social responsibility based on the reporting
principles of “importance”, “quantification”, “balance” and
“consistency”. In order to optimize the reporting process and
expand the scope of disclosure of the ESG report, the Group
has been proactively formulating effective ESG related policies,
recording relevant data and implementing and monitoring various
measures. This report illustrates the ESG performance of the Group
in achieving future sustainable development.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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VI.

ENVIRONMENTAL, SOCIAL, AND GOVERNANCE REPORT

SCOPE OF THE REPORT (continued)

This ESG report covers the main operating activities that the Group
deems significant (i.e. the environmental, social and governance
conditions in Qingdao, the principal place of operation). The
Group's operating sites in Qingdao are as follows:

(1) Qingdao TSC Offshore Equipment Company Limited (TSC-OE);
and

(2) TSC Oil and Gas Services Group Holdings Limited (TSC-QD).

Unless otherwise specified, this ESG report covers the environmental,
social and governance progress and performance in the period from
1 January 2019 to 31 December 2019 (the “Year”).

STAKEHOLDER ENGAGEMENT

The sustainable operation of the Group requires the joint efforts and
support of all stakeholders. The interests, expectations and concerns
of all parties are inseparable from the performance of the Group.
Therefore, the Group’s goal is to create a sustainable development
environment that is beneficial to enterprise development and the
well-being for stakeholders.

The Group is striving to promoting communication with its
stakeholders. The Group maintains open and continuous
communication with relevant stakeholders including stakeholders
and investors, employees, customers, community groups, media and
government bodies through various means to achieve transparency
and develop mutual understanding of each other’s aspirations
for corporate social responsibility. Through communication with
stakeholders, the Group is committed to identifying, assessing and
managing environmental, social and governance-related risks, while
ensuring that there is an effective internal monitoring system in
place to deal with the risks identified, so that the Group can achieve
sustainable development.
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VI. STAKEHOLDER ENGAGEMENT (Continued)

N BOENSRE

Key stakeholders

EFRFOE FRRBRERE

Main communication channels

Customers Visits and meetings
ES R BH
Telephone conferences
EoE
Customer questionnaires
EREEEHRAE
E-mails
BFEM4
Employees Employee newsletters
8T 8 T
Group intranet
SENEP B
Volunteer activities
e r:0)
Charitable activities
BRELD

Community organisations

A [ AR A

Unscheduled meetings with each organisation

HEAM T THEHE
Shareholders and investors
R REEE MEREEEA
Annual reports
FERE
Company website
NGIFER
Circulars
78 BK

Press release/business newsletter

Conference and communications

S REA

VII. CORPORATE GOVERNANCE

All executive Directors of the Group recognise that good corporate
governance is an indicator of company modernisation, as well as a
prerequisite to the sustainability of business. Since inception, the
Group has invested large amounts of resources and manpower into
developing appropriate business management practices according
to the needs of the business. The Group continually enhances the
essence of corporate governance into its management structures
and internal control procedures. The Group is striving to maintain
the highest level of ethics, to achieve highest standards or best
practices in all aspects of business activities, and to ensure that
the Group’s operations are fully compliant with relevant laws
and regulations. All Directors believe that implementation of
comprehensive and high-standard corporate governance allows the
Group to achieve greater efficiencies in all aspects of sustainable
development, and to safeguard and maximise the interests of
stakeholders.

CMIC Ocean En-tech Holding Co., Ltd.
Annual Report 2019
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Vill. PERFORMANCE OF ENVIRONMENTAL AND RIGEHSREBNEN

SOCIAL ASPECTS

(1) Human Resource Management

(1) ADERER

Employment Policies

The Group has been striving to maintain the equality in
employment opportunity. Every vacancy in the Group is
publicly advertised online or via other appropriate channels.
A fair selection process is conducted on each applicant’s
competence, skills, etc. The Group will not refuse the job
applications because of the attributes such as race, skin colour,
gender, language, religion and/or political reason, etc.

In order to strengthen the attractiveness of various positions,
the Group’s remuneration system is based on job grade and
performance. The wages paid by the Group and its other
subsidiaries have reached the minimum wage standards of the
regions in which the Group is operating. In addition to assuring
employees’ stable income from the basic salary, the Group
also provides bonuses in association with the employee’s
performance for recognition and retention of outstanding
employees.

Furthermore, the Group purchases additional commercial
insurance (covering critical illness, traffic accident, etc.) for
those employees who have reached a certain level of seniority
for offering them additional coverage. In addition, each
mainland Chinese employee is entitled to sick leave benefit
better than the statutory requirement. While the statutory
requirement allows the employees’ wages to be deducted by
30% during sick leave period, the Group provides employees
with 6 days of paid sick leave in a year during which no wage
deduction is required. Other employee benefits include free
shuttle bus for pick-up, transport allowances, and