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€Y FINANCIAL SUMMARY

a0 N
Six months ended 30 June
(RMB:'000) 2021 2020
(Unaudited) (Unaudited) Growth (%)
Revenue 4,984,199 3,815,076 30.6%
Gross profit 1,215,140 1,030,096 18.0%
Profit before tax 945,951 753,952 25.5%
Net profit 828,946 638,619 29.8%
Profit attributable to owners of the parent 811,089 639,705 26.8%
Total assets 19,137,258 17,390,102 10.0%
Average total assets 18,300,710 16,468,269 11.1%
Total equity 8,275,980 7,409,704 11.7%
Cash flows of operating activities 835,936 648,604 28.9%
Cash flows of investing activities 111,761 (1,180,500) 109.5%
Cash flows of financing activities (47,662) 466,877 (110.2%)
Earnings per share'
—Basic (RMB Yuan) 0.26 0.21 23.8%
—Diluted (RMB Yuan) 0.22 0.18 22.2%

Six months ended 30 June

(Percentage) 2021 2020 Percentage points
Gross profit margin 24.4% 27.0% (2.6)
Percentage of profit margin attributable to

shareholders of the Company? 16.3% 16.8% (0.5)
Assets turnover 27.2% 23.2% 4.0
Gearing ratio 56.8% 57.4% (0.6)

! The weighted average number of ordinary shares for the six months ended 30 June 2021 was 3,136,924,946 shares, and
the weighted average number of ordinary shares for the six months ended 30 June 2020 was 3,104,960,486 shares,
details of which are set out in note 9 to the interim condensed consolidated financial statements.

2 Profit attributable to shareholders of Sany Heavy Equipment International Holdings Company Limited (hereinafter referred
to as “Sany International” or the “Company"”) divided by revenue.
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CHAIRMAN'S STATEMENT

Dear Shareholders,

In the first half of 2021, China’s economy improved steadily and exports continued to grow. Construction of
smart mines and intelligent ports became faster while intelligent manufacturing equipment was renewed at
a faster pace. In the light of the foregoing, Sany Heavy Equipment International Holdings Company Limited
(the “Company”) and its subsidiaries (collectively, the “Group”) adhered to the development strategy of
electrification, computerization, internationalization and being the top brand to enable the stable and rapid
growth of operating results.

In the first half of the year, the Group recorded revenue of approximately RMB4,984.2 million, representing
an increase of 30.6% over the same period of last year. Net profit amounted to approximately RMB828.9
million, representing an increase of 29.8% over the same period of last year. Net cash inflow from
operating activities was approximately RMB835.9 million, representing an increase of approximately 28.9%
over the same period of last year.

In the first half of 2021, the Group adhered to the innovative research and development (“R&D") strategy
to improve electrification and computerization of products. The R&D of mining equipment shifted the focus
to offering whole-set, electrified and green mining solutions: further expanding the application of
roadheaders while completing the product upgrade from mechanical excavation to intelligent excavation;
developing a variety of electric products such as electric widebodied vehicles; improving the entire series of
products to allow mining at a great height, high-strength and lightweight supports, electro-hydraulic control
and pure water supports. Digital mines were being constructed by putting unmanned widebodied vehicles
into operation on a large scale to carry out unmanned transport trials in mining areas. The R&D of logistics
equipment further developed to keep up with the trend of electric, unmanned smart ports: developing
automated rail mounted gantry cranes, automated quayside gantry cranes, electric front loaders and electric
stacking machines to meet the needs of port customers for automated remote control in an energy-saving
and environmental-friendly manner. The robotics business focused on intelligent factory and smart
production line planning as well as the development of smart logistics and intelligent forklift products to
empower the transformation and upgrade of intelligent production.

The Group continued to push ahead with its digital transformation strategy and achieved remarkable results
in production, marketing service and operation management digitalization. On the production front, big
data, industrial internet and robotics technology were employed to improve production automation rate,
reduce staff and auxiliary material costs and increase production capacity significantly. On the product front,
a digital development path, comprising data collection, indicator analysis, data analytics and data realization,
was formed. On the operation front, management digitalization included not only the digitalization of core
business from start to finish (from clue to payment collection, from problem to solution, from demand to
product and from order to delivery) but also the use of information technology to achieve the digitalization
of marketing risk control.

The internationalization strategy achieved promising results with revenue from international sales of new
products increasing significantly, as the Group remained steadfast in its long-term development strategy
regarding internationalization — “autonomy, localization and services as priority”. As for mining equipment,
a “dual focus” strategy was implemented to turn the spotlight on 11 countries (including India, Indonesia
and Russia) and two key products (widebodied vehicles and roadheaders). In respect of logistics equipment,
a "dual-mainstream” strategy was implemented to develop mainstream, major operators and mainstream,
high-end markets in the US and Europe.
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CHAIRMAN'S STATEMENT

The Group pushed forward with its top-brand strategy. In the first half of the year, product competitiveness
and brand influence of the Group had been further improved. Front loaders, stacking machines and
roadheaders maintained their top positions with a rising market share. Meanwhile, the Group kick-started
the top-brand strategic planning for widebodied vehicles, hydraulic supports and large port machinery. For
widebodied vehicles, large-tonnage, electric and unmanned products that are uncommon in the market will
be developed as alternatives to traditional mechanic mining trucks and sold overseas to establish an
absolute advantage. For hydraulic supports, emphasis is placed on cost reduction and a differentiation
strategy, featuring enhanced techniques, a lightweight design and a pure-water medium to meet customers’
needs for cost reduction and being environmentally friendly. For large port machinery, following the
construction and operation of lighthouse factories, capabilities in welding, coating and final assembly were
increased substantially to give a significant boost to product delivery abilities. The remote control system for
quay cranes and the automation system for transtainers will be upgraded to promote the construction of an
exemplary automated port. Through the implementation of the top-brand strategy, the market share and
competitiveness of the Group’s products will be raised to a new level.

Finally, on behalf of the board (the “Board”) of directors (the “Directors”) of the Company, | would like to
express my sincere gratitude to all shareholders, community members, customers and dedicated employees
for their care and support.

Liang Zaizhong
Chairman

Hong Kong, 31 August 2021

Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

= e



MANAGEMENT DISCUSSION AND ANALYSIS

MAJOR PRODUCTS

The Group divides its products into three categories, namely (1) mining equipment, which includes coal
mining machinery products, such as roadheaders (all types of soft rock, hard rock roadheader and
integrated excavation, bolting and self-protection machine) and mining equipment (coal mining machines
(shearer), hydraulic support system, scraper conveyor (Armored-Face Conveyer), etc.); non-coal mining
machinery products, such as tunnel roadheader and mining machine; mining vehicle products, such as
mining transport equipment (mechanical drive off-highway dump truck and electric drive off-highway dump
truck) and widebodied vehicle and other relevant products; and smart mine products, such as unmanned
driving, automated integrated mining and smart mine operation systems; (2) logistics equipment, which
includes container equipment (including small-scale port machinery such as front loader, stacking machine,
etc., and large-scale port machinery such as quayside gantry crane, etc.), bulk material equipment (gripper,
elevated hoisting arm, etc.) and general equipment (heavy-weight forklift, telehandler, etc.); and (3) robotics,
such as intelligent production lines, smart logistics and intelligent forklifts.

BUSINESS REVIEW

In the first half of 2021, under the steady economic development plan in the PRC, the Group persisted in
implementing strategies of digitalization, electrification and internationalization, as well as the top-brand
strategy. Results of operations showed continuous growth. Revenue for the period amounted to
RMB4,984.2 million, representing an increase of 30.6% as compared with the same period last year. Net
profit amounted to RMB828.9 million, representing an increase of 29.8% over the same period last year.
Quality of operation continuously improved, while R&D capabilities strengthened significantly. Investments in
R&D amounted to RMB336.1 million, representing an increase of 77.1% over the same period last year.
Competitiveness of our products continued to enhance, and our major products achieved larger market
share, solidifying the Group’s leading position in the industry. Major operation highlights are as follows:

Significant achievements in intelligent research and development

For the mining equipment segment, EBZ160i intelligent roadheader completed its first face excavation, and
significantly extending the duration of underground operation. 19 units have been sold, and orders for more
than 50 units have been secured. MG730i intelligent shearer showed excellent functionality in underground
operation, and achieved sales in bulk. For the smart mine business, a network electro-hydraulic control
system and an automated integrated mining automatic locking system were developed. Multiple orders were
secured thanks to their attainment of industry-leading technology indicators. The Group cooperated with
various surface mines, and supplied unmanned widebodied vehicles in batches for pilot operations of
unmanned transport in mines, realizing the deployment of cluster despatch platform’s large-scale operation.

Sany Heavy Equipment International Holdings Company Limited
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€Y MANAGEMENT DISCUSSION AND ANALYSIS

For the logistics equipment segment, prototype testing for automated container alignment technology of
front loaders was completed, enhancing efficiency of container alignment by 40%. Automated Rail-Mounted
Gantry Cranes (“ARMG") of Sany performed highly automated operations, which represents a leading
standard in the PRC. Unmanned trucks feature a self-developed automated driving system and a fleet
management system. Following the completion of testing for fleet organization operations under mixed-use
conditions, the Group became the first unmanned truck manufacturer in the world to achieve bulk delivery.

For robotic products, technology development in automatic sorting system of robots, intelligent welding,
spontaneous integrated torque and automatic screwing system was completed. Breakthrough in key
technologies of Automatic Guided Vehicle (“AGV"”) control system was accomplished, allowing the
development of AGV despatch system to complete. Manufacturing of 20-tonne heavy-loading AGV products
was completed. 2T and 3T high-voltage electric counterbalance forklifts were produced and delivered in
bulk, completing the construction of an operation system for electric forklifts.

Electric products are widely recognized

In respect of widebodied vehicle products, on the basis of realizing large-tonnage overload capacity, a full
spectrum series of 60-100 tonnage, pure electric and unmanned products have been built. At the same
time, the Group has been actively developing a battery-replaceable prototype for pure electric widebodied
vehicles. In term of logistics equipment, the Group has realized the mass production and delivery of a full
range of electric products such as electric front loaders, electric stacking machines, electric port trackers and
electric grippers. The electric front loaders, featured with technologies such as potential energy recovery and
automatic charging, can be operated continuously for 20 hours under the mixed working condition with the
range extenders turned on. The electric stacking machines are purely powered by electricity, lowering the
cost per container by 60%, and have entered into Port of Xiamen and Port of Singapore Authority in
batches. Electric trucks have been applied in batches to Port of Xiamen and Port of Guangzhou. The Group
has won the bidding for the largest batch of battery-replaceable electric trucks among the industry in
Hainan and became the leader of technologies for electric trucks.

Breakthrough in internationalization for new products

The Group’s new products have achieved remarkable results in international expansion. Our overseas sales
continued to grow, with the revenue from oversea sales for the first half of 2021 amounted to RMB868.7
million, representing an increase of 11.6% over the same period of last year. For mining equipment, we
steadfastly adhered to our “dual-focus” strategy, highlighted 11 countries, including India, Indonesia and
Russia, and focused on two of our major products, namely widebodied vehicles and roadheaders, which
resulted in a significant increase in the oversea sales of widebodied vehicles, and achieved a major
breakthrough in Indonesian and Mongolian markets. The Group has successively received new orders for
mining transport equipment from various markets, such as Africa, Indonesia and Russia. For logistics
equipment, a “dual-mainstream” strategy was implemented. The Group solicited mainstream operators as
our major customers, and developed mainstream high-end markets in Europe and the US, which resulted in
a substantial growth in sales of telehandlers overseas. The Group's logistics equipment has tapped into
Sudan Sea Ports Corporation, Tunisia Port Authority, Yemen Port Authority and Westports Malaysia. The
development of market channels in the US has been progressing smoothly, obtaining 4 major customers.

8 Sany Heavy Equipment International Holdings Company Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Comprehensive enhancement of the efficiency in intelligent manufacturing

The Group has production and manufacturing bases in Shenyang, Zhuhai, Changsha and Beijing,
respectively. During the period ended 30 June 2021, driven by the strategy of digitalization, the Company
actively promoted the construction of “Lighthouse Factories”, featuring four lighthouse factory projects,
namely widebodied vehicles, hydraulic supports, small port machinery and large port machinery. The
lighthouse factories utilize big data, industrial internet and robotic technology to improve the automation in
production and reduce the staff and auxiliary material costs to double the productivity, through which the
workforce required for the manufacturing and assembling processes is minimalized and the manufacturing
cycle is shortened, allowing the rapidly growing orders for the Group’s products to be met. Meanwhile, the
Group achieved full computerization in office work, security, logistics and park facilities within the industrial
parks, creating smart parks via smart connection.

FINANCIAL REVIEW
Revenue

For the six months ended 30 June 2021, the Group recorded revenue of approximately RMB4,984.2 million,
representing an increase of approximately RMB1,169.1 million, or approximately 30.6%, from approximately
RMB3,815.1 million for the six months ended 30 June 2020. Such increase was mainly attributable to the
fact that: (1) the Group persisted in strategies of computerization, electrification and internationalization,
with computerized and electric products launched successively and were widely recognized by the market,
driving the significant increase in revenue from roadheaders, integrated mining and small port machinery
products for the Group; (2) products including widebodied vehicles and telehandlers swiftly opened up
international markets, resulting in a rapid increase in overseas sales revenue; and (3) the Group’s robotics
business grew significantly.

Other income and gains

For the six months ended 30 June 2021, the Group’s other income and gains were approximately
RMB484.5 million, representing an increase of approximately RMB249.8 million from approximately
RMB234.7 million for the six months ended 30 June 2020. The change was mainly due to the gain from
completion of the disposal of the entire equity interest in Xinjiang Sany Heavy Equipment Co., Ltd.
(“Xinjiang Sany”), an indirect subsidiary of the Group.

Cost of sales

For the six months ended 30 June 2021, the Group’s cost of sales was approximately RMB3,769.1 million,
representing an increase of approximately 35.3% from approximately RMB2,785.0 million for the six months
ended 30 June 2020. The increase was mainly due to a significant increase in the Group’s sales revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS

Gross profit margin

For the six months ended 30 June 2021, the gross profit margin of the Group was approximately 24.4%,
representing a decrease of approximately 2.6 percentage points against approximately 27.0% for the six
months ended 30 June 2020. Such decrease was mainly due to (1) a change in product mix in a way that
sales proportion of products with lower margin increased; (2) an increase in international freight charges;
and (3) an increase in purchase price for raw materials.

Selling and distribution expenses

For the six months ended 30 June 2021, the selling and distribution expenses of the Group were
approximately RMB243.8 million, representing an increase of approximately 35.7% compared with that of
approximately RMB179.6 million for the six months ended 30 June 2020.

During the reporting period, the ratio of the Group’s selling and distribution expenses to revenue was
approximately 4.9%, representing an increase of approximately 0.2 percentage point as compared with
approximately 4.7% for the six months ended 30 June 2020. Such change was mainly due to (1) the
increase in salaries resulting from incentivizing marketing and after-sales service staff; (2) the reinforcement
in construction of marketing channels in overseas markets; and (3) the addition of marketing activities with
a view to enhancing promotion.

Research and development expenses

For the six months ended 30 June 2021, the R&D expenses of the Group were approximately RMB336.1
million, representing an increase of approximately 77.1% as compared with approximately RMB189.8 million
for the six months ended 30 June 2020. For the six months ended 30 June 2021, the ratio of R&D
expenses against revenue was approximately 6.7%, representing an increase of approximately 1.7
percentage point as compared with approximately 5.0% for the six months ended 30 June 2020. Such
changes were mainly due to (1) the continued increase in R&D investments for new businesses, including
robotics, electro-hydraulic control, unmanned driving, automated integrated mining and smart mines; and (2)
the recruitment of high-end talents in the industry in order to accelerate R&D of new products, such that
the pool of R&D personnel were doubled and their salaries increased substantially.

Administrative expenses

For the six months ended 30 June 2021, administrative expenses of the Group were approximately
RMB470.4 million (for the six months ended 30 June 2020: approximately RMB310.8 million). The
administrative expenses excluding R&D expenses were approximately RMB134.3 million (for the six months
ended 30 June 2020: approximately RMB121.0 million), which accounted for approximately 2.7% of the
revenue, representing a decrease of approximately 0.5 percentage point as compared with that of
approximately 3.2% for the six months ended 30 June 2020. Such change was mainly attributable to the
continued decrease in percentage of expenses resulted from the Group's strict control of administrative
expenses by establishing a cost control system which conducts management according to the budget and
carrying out regular assessments.
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MANAGEMENT DISCUSSION AND ANALYSIS

Finance costs

For the six months ended 30 June 2021, finance costs of the Group were approximately RMB55.2 million,
representing a decrease of 26.6% as compared with that for the six months ended 30 June 2020 which
was approximately RMB75.2 million. The change was mainly due to (1) the Group’s reduction in interest-
bearing liabilities by controlling the scale of financing and repaying bonds repayable; and (2) the reduced
financing interest rates.

Profit margin before tax

For the six months ended 30 June 2021, the Group's profit margin before tax was approximately 19.0%,
representing a decrease of approximately 0.8 percentage point as compared with that of approximately
19.8% for the six months ended 30 June 2020. Such decrease was mainly attributable to (1) a change in
the structure of the Group’s product sales which resulted in a decrease in the gross profit margin; and (2)
a substantial increase in R&D investments for new businesses.

Taxation

For the six months ended 30 June 2021, the Group's effective tax rate was approximately 12.4% (for the
six months ended 30 June 2020: the effective tax rate was approximately 15.3%).

Profit attributable to owners of the parent

For the six months ended 30 June 2021, the Group’s profit attributable to owners of the parent was
approximately RMB811.1 million, which is an increase of approximately 26.8% as compared with
approximately RMB639.7 million for the six months ended 30 June 2020. For the main reasons of such
change, please refer to the paragraphs headed “Revenue”, “Gross profit margin” and “Profit margin before

"

tax”.
Liquidity and financial resources

As at 30 June 2021, total current assets of the Group were approximately RMB13,171.6 million (as at 31
December 2020: RMB12,015.9 million). As at 30 June 2021, total current liabilities of the Group were
approximately RMB7,883.5 million (as at 31 December 2020: RMB7,938.5 million).

As at 30 June 2021, total assets of the Group were approximately RMB19,137.3 million (as at 31
December 2020: approximately RMB17,464.2 million), and total liabilities were approximately RMB10,861.3
million (as at 31 December 2020: approximately RMB9,605.3 million).

As at 30 June 2021, the gearing ratio (the asset to liability ratio) was approximately 56.8% (as at 31
December 2020: approximately 55.0%).
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Trade and bills receivables

As at 30 June 2021, the Group's gross balance of trade and bills receivables were approximately
RMB5,227.0 million, representing an increase of approximately 14.4% as compared to approximately
RMB4,568.2 million as at 31 December 2020, in which the amount of trade receivables increased by
approximately 18.5% to approximately RMB4,707.2 million as compared with approximately RMB3,973.1
million as at 31 December 2020. Such changes were mainly attributable to the increase in sales revenue.
The bills receivables decreased by approximately 12.6% to approximately RMB519.9 million as compared to
approximately RMB595.1 million as at 31 December 2020. Such changes were mainly due to the increase in
bills endorsement and discounting.

Interest-bearing bank and other borrowings

As at 30 June 2021, interest-bearing bank and other borrowings of the Group were approximately
RMB3,273.2 million (31 December 2020: approximately RMB2,637.9 million). Such change was mainly due
to the adjustment in financing structure resulted from the increase in concessional loans provided by policy
banks.

Cash flow

As at 30 June 2021, cash and cash equivalents of the Group and time deposits with maturity of three
months or more were approximately RMB1,850.0 million in total.

For the six months ended 30 June 2021, the net cash inflow of the Group from operating activities was
approximately RMB835.9 million (for the six months ended 30 June 2020: net cash inflow of approximately
RMB648.6 million). Such change was mainly due to the fact that (1) the Group persisted in value-based
selling and strictly controlled transaction terms with shorter payment collection period; and (2) sales for
some of the new businesses adopted an advance payment model, which accelerated collection of payment.

For the six months ended 30 June 2021, the net cash inflow of the Group from investing activities was
approximately RMB111.8 million (for the six months ended 30 June 2020: net cash outflow of
approximately RMB1,180.5 million). Such change was mainly due to the decrease in the Group's
investments in wealth management products issued by third party financial institutions, funds and trusts.

For the six months ended 30 June 2021, the net cash outflow of the Group from financing activities was
approximately RMB47.7 million (for the six months ended 30 June 2020: net cash inflow of approximately
RMB466.9 million). Such change was mainly due to the control of the scale of interest-bearing liabilities and
the repayment of loans due.

Turnover days

As at 30 June 2021, the Group's average turnover days of inventory were approximately 90.6 days,
representing an increase of approximately 0.8 days over approximately 89.8 days as at 30 June 2020. Such
change was mainly due to the Group’s increase in reserves of key spare parts and inventory reserves for
international sales channels.
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MANAGEMENT DISCUSSION AND ANALYSIS

The turnover days of trade and bills receivables decreased by approximately 22.7 days from approximately
202.0 days as at 30 June 2020 to approximately 179.3 days as at 30 June 2021. Such change was mainly
due to (1) the Group persisted in value-based selling and strictly controlled transaction terms with shorter
payment collection period; and (2) sales for some of the new businesses adopted an advance payment
model, which accelerated collection of payment.

The turnover days of trade and bills payables increased by approximately 15.9 days from approximately
136.5 days as at 30 June 2020 to approximately 152.4 days as at 30 June 2021. Such change was mainly
due to the Group's increased bill settlement scale.

Financial guarantee contracts

As at 30 June 2021, the financial guarantee contracts not provided for in the financial statements
amounted to RMB999.1 million, being the financial guarantee under finance lease arrangements provided by
Hunan Sany Port Equipment Co., Ltd. (“Hunan Sany Port Equipment”) and Sany Heavy Equipment Co.,
Ltd. (“Sany Heavy Equipment”) (31 December 2020: RMB1,002.0 million).

Capital commitment

As at 30 June 2021, the contracted capital commitments of the Group which were not provided for in the
Group's financial statements were approximately RMB864.7 million (31 December 2020: approximately
RMB1,838.3 million).

Employees and remuneration policy

The Group persists in training and developing talents. Accordingly, it provides regular internal training,
external training and corresponding courses to its staff according to their ranking and working stage, with
an aim to improving their skills relevant to work as well as enhancing their sense of belonging. The Group
pays year-end bonuses to staff to reward them for their contributions and dedication to the Group. In
addition, the Group implements a share award scheme for core employees to share the Company's
development results. The remuneration of the directors of the Group was determined with reference to their
positions, responsibilities, experience and prevailing market conditions.

Material acquisition, disposal and significant investment

There were no significant investments held, and no material acquisitions or disposals of subsidiaries,
associates and joint ventures during the six months ended 30 June 2021. As of the date of this report, the
Board had not authorised any plan for other material investments or acquisition of capital assets.

Pledge on assets

As at 30 June 2021, the Group’s pledged bank deposits amounted to approximately RMB1,000 in total (31
December 2020: approximately RMB0.46 million).

As at 30 June 2021, the Group had no bank loans secured by financial assets at fair value through profit or
loss (31 December 2020: the Group’s bank loans of RMB508.0 million were secured by financial assets at
fair value through profit or loss of RMB550.0 million).
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As at 30 June 2021, the Group had no bank loans secured by property, plant and equipment and prepaid
land lease payments (31 December 2020: Nil).

Foreign exchange risk

As at 30 June 2021, the Group's cash and bank balances denominated in foreign currencies such as HKS$,
Euro and US$ were equivalent to approximately RMB319.7 million. The Group will monitor the risk
exposures and may consider hedging against material currency risk as appropriate.

Social responsibility

The Group has a high sense of social responsibility. Apart from its commitment to business growth, it also
actively participates in social activities to support public welfare and strives to contribute to the local
economy, people’s livelihood and harmonious environment. The management and staff of the Group actively
provides manpower and materials to help and support local community development. During the Spring
Festival, the Group launched activities to provide support and help staff alleviate their financial pressure. The
management visited staff with difficulties and provided them with consolation money and items, offered free
family insurance for staff, and organized staff health checks. The Group also raised funds for staff members
in need of support to show its compassion and care.
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DISCLOSURE OF INTERESTS

INTERESTS AND SHORT POSITIONS OF THE DIRECTORS AND CHIEF EXECUTIVE
OF THE COMPANY IN THE SHARES, UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY OR ANY OF ITS ASSOCIATED CORPORATION

As at 30 June 2021, the interests or short positions of each director and chief executive in the shares,
underlying shares and debentures of the Company or any of its associated corporation (within the meaning
of Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO"))
which were required to be notified to the Company and The Stock Exchange of Hong Kong Limited
(hereinafter referred to as the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which are being taken or deemed to have taken under such
provision of the SFO); or were required pursuant to Section 352 of the SFO to be entered in the register
referred to therein; or were required pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) as set out in Appendix 10 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) to be notified to the Company and the Stock
Exchange were as follows:

Long positions in shares and underlying shares of the Company:

Percentage of

the issued

voting shares

Number of of the

ordinary shares Company

as at as at

Name of Director Capacity 30 June 2021 30 June 2021
Mr. Qi Jian® Beneficial owner 2,329,900 0.07%
Mr. Fu Weizhong® Beneficial owner 1,652,683 0.05%
Mr. Tang Xiuguo Interest of spouse 3,462,000 0.11%
Mr. Xiang Wenbo® Beneficial owner 2,858,000 0.09%
Mr. Poon Chiu Kwok® Beneficial owner 1,200,000 0.04%
Mr. Ng Yuk Keung® Beneficial owner 1,000,000 0.03%
Mr. Hu Jiquan® Beneficial owner 1,000,000 0.03%

Notes:

(1) The 2,329,900 shares in which Mr. Qi Jian is interested or deemed to be interested represent: (i) 1,350,000 shares of the
Company which may be issued to him upon the exercise of the share options granted to him on 15 December 2017
under the share option scheme adopted by the Company on 16 February 2013 (the “Share Option Scheme”); (ii)
917,691 shares of the Company awarded to him on 18 December 2020 under the restricted share award scheme
adopted by the Company on 3 December 2019 (the “Share Award Scheme”) and (iii) 62,209 shares of the Company
beneficially owned by Mr. Qi Jian.

(2)  The 1,652,683 shares in which Mr. Fu Weizhong is deemed to be interested represent 1,500,000 shares of the Company
which may be issued to him upon the exercise of the share options granted to him on 15 December 2017 under the
Share Option Scheme and 152,683 shares of the Company awarded to him on 18 December 2020 under the Share
Award Scheme.

(3)  Mr. Xiang Wenbo directly holds 2,858,000 shares of the Company.

(4) The 1,000,000 shares in which Mr. Poon Chiu Kwok is deemed to be interested represent 1,000,000 shares of the Company
which may be issued to him upon the exercise of the share options granted to him on 15 December 2017 under the
Share Option Scheme. Mr. Poon Chiu Kwok also directly holds 200,000 shares of the Company.

(5)  The 1,000,000 shares in which Mr. Ng Yuk Keung is deemed to be interested represent 1,000,000 shares of the Company
which may be issued to him upon the exercise of the share options granted to him on 15 December 2017 under the
Share Option Scheme.

(6) The 1,000,000 shares in which Mr. Hu Jiquan is deemed to be interested represent 1,000,000 shares of the Company
which may be issued to him upon the exercise of the share options granted to him on 15 December 2017 under the
Share Option Scheme.
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DISCLOSURE OF INTERESTS

Long Positions in Shares of Sany Heavy Equipment Investments Company Limited
(“Sany BVI"”) (Being the Ultimate Holding Company of the Company):

Percentage of

Number of issued share
Name of Director Nature of interest shares held capital
Mr. Tang Xiuguo (Note) Beneficial owner 869.58 8.70%
Mr. Xiang Wenbo (Note) Beneficial owner 795.04 7.95%

Note: Each of Mr. Tang Xiuguo and Mr. Xiang Wenbo holds 8.70% and 7.95% of the issued share capital of Sany BV,

respectively, which in turn holds the entire issued share capital of Sany Hongkong Group Limited (“Sany HK", a
controlling shareholder of the Company).

Save as disclosed above, as at 30 June 2021, none of the Directors or chief executive of the Company or
any of their spouses or children under the age of eighteen had interests or short positions in the shares,
underlying shares and debentures of the Company or any of its associated corporation (within the meaning
of Part XV of the SFO) as recorded in the register required to be kept by the Company under Section 352
of the SFO; or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code.
At no time had the Company or any of its holding company or subsidiaries been participated in any
arrangements to enable the Directors or chief executive of the Company (including their spouses or children
under the age of eighteen) to acquire any interests or short positions in the shares or underlying shares or
debentures of the Company or any of its associated corporation (within the meaning of Part XV of the
SFO).

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL SHAREHOLDERS AND
OTHER PARTIES IN THE SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 30 June 2021, so far as the directors and chief executive of the Company were aware, the following
persons and corporations (excluding the directors and chief executive of the Company) had interests or short
positions in the shares or underlying shares of the Company which were required to be notified to the
Company and Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or as
recorded in the register required to be kept by the Company under Section 336 of the SFO:

Long positions in shares and underlying shares of the Company:

Approximate
percentage of

Number of the issued

shares/  voting shares

underlying of the

Name of Shareholder Capacity shares held Company
Sany HK (Note 1) Beneficial owner 2,578,228,722 81.96%
Sany BVI (Note 2) Interest of a controlled 2,578,228,722 81.96%

corporation
Mr. Liang Wengen (Note 3) Interest of a controlled 2,589,098,722 82.30%

corporation/Beneficial owner
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DISCLOSURE OF INTERESTS

Notes:

1. The 2,578,228,722 shares and underlying shares consist of 2,098,447,688 ordinary shares and 479,781,034 underlying
shares which may be issued pursuant to the conversion of the 479,781,034 convertible preference shares issued to Sany
HK.

2. Sany BVI owns 100% of the issued share capital of Sany HK. Sany BVI is therefore deemed to be interested in all the
shares and underlying shares of the Company held by Sany HK under the SFO.

3. Mr. Liang Wengen is interested in 56.38% of Sany BVI. Mr. Liang Wengen is therefore deemed to be interested in all the
shares and underlying shares of the Company held by Sany HK under the SFO. Mr. Liang Wengen also directly holds
10,870,000 shares of the Company.

Save as disclosed above, as at 30 June 2021, the Directors were not aware of any persons (other than the
Directors or chief executive of the Company) who had an interest or short position in the shares or
underlying shares of the Company which would fall to be disclosed under Divisions 2 and 3 of Part XV of
the SFO, or as recorded in the register required to be kept by the Company pursuant to Section 336 of the
SFO.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors
as at the date of this interim report, the Company has maintained sufficient public float required under the
Listing Rules for the six months ended 30 June 2021 and up to as at the date of this interim report.

SHARE OPTION SCHEME

The Company adopted the Share Option Scheme on 16 February 2013 for the purpose of motivating
eligible persons to optimize their future contributions to the Group and/or reward them for their past
contributions, attracting and retaining or otherwise maintaining on-going relationships with such eligible
persons who are significant to and/or whose contributions are or will be beneficial to the performance,
growth or success of the Group. The eligible persons include the Company’s executive directors and other
employees of the Group.

Upon adoption, the initial maximum number of shares which may be issued upon exercise of all options to
be granted under the Share Option Scheme and any other schemes of the Group shall not in aggregate
exceed 50,000,000 shares, representing approximately 1.61% of the issued voting shares of the Company
as at 16 February 2013, being the date of adoption of the Share Option Scheme and representing
approximately 1.59% of the issued voting shares of the Company as at 30 June 2021.

On 12 December 2017, the scheme mandate limit under the Share Option Scheme was refreshed with a
maximum number of 304,102,500 shares, being 10% of the Company’s voting shares in issue as at 12
December 2017 and 9.67% of the Company’s voting shares in issue as at 30 June 2021. As at 30 June
2021, the maximum number of shares of the Company which may be issued upon exercise of all options
which had been granted and yet to be exercised under the Share Option Scheme of the Company is
19,995,200 shares, representing 0.64% of the voting shares in issue of the Company as at 30 June 2021.

No option may be granted to any participant of the Share Option Scheme such that the total number of
shares issued and to be issued upon exercise of the options granted and to be granted to that person in
any 12-month period up to the date of the latest grant exceeds 1% of the Company’s issued share capital
from time to time.
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An option may be exercised in accordance with the terms of the Share Option Scheme at any time during
a period as determined by the Board and not exceeding 10 years from the date of the grant. There is no
minimum period for which an option must be held before it can be exercised. Participants of the Share
Option Scheme are required to pay the Company RMB1.0 upon acceptance of the grant on or before the
28 days after the offer date. The exercise price of the options is determined by the Board in its absolute
discretion and shall not be less than whichever is the highest of:

(@) the nominal value of a share;

(b)  the closing price of a share as stated in the Stock Exchange’s daily quotations sheets on the offer date;
and

(c) the average closing price of a share as stated in the Stock Exchange’s daily quotation sheets for the
five business days immediately preceding the offer date.

The Share Option Scheme shall be valid and effective for a period of 10 years from the adoption date, after
which no further options will be granted or offered. As at the date of this report, the remaining life of the
Share Option Scheme is approximately 1 year and 4 months.

Details of the movement of share options granted under the Share Option Scheme during the six months
ended 30 June 2021 are as follows:

Exercise Forfeited/

price per  Outstanding Granted Exercised Cancelled  Outstanding
Category of share at 1 January  during the  during the during the at 30 June
participants Date of grant® (HK$) 2021 period period period® 2021
Directors
Mr. Qi Jian 15 December 2017 1.22 1,698,000 — 348,000 — 1,350,000
Mr. Fu Weizhong 15 December 2017 1.22 1,500,000 — — — 1,500,000
Mr. Zhang Zhihong® 15 December 2017 1.22 1,000,000 — — — 1,000,000
Mr. Poon Chiu Kwok 15 December 2017 1.22 1,000,000 — — — 1,000,000
Mr. Ng Yuk Keung 15 December 2017 1.22 1,000,000 — — — 1,000,000
Mr. Hu Jiquan 15 December 2017 1.22 1,000,000 — — — 1,000,000
Employees 15 December 2017 1.22 27,392,000 — 14,236,800 2,150,000 11,005,200
Employees 29 December 2017 1.71 580,000 — 140,000 60,000 380,000
Employees 14 November 2018 2.30 3,317,500 — 1,085,000 472,500 1,760,000
Total 38,487,500 — 15,809,800 2,682,500 19,995,200
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Notes:

(1) Share options granted under the Share Option Scheme on 15 December 2017, 29 December 2017 and 14 November 2018
in the proposed grantees in accordance with the timetable below, each with an exercise period commencing from the
relevant Vesting Date and ending 10 years after the date of the grant (for this purpose, the date or each such date on
which the Share Options are to vest being hereinafter referred to as a “Vesting Date”).

Vesting Date Percentage of Share Option

If the audited net profit for the year ended 31 December 2018 represents an increase 50% of the total number of
of 20% or more as compared to that of the year ended 31 December 2017, the share options granted

Vesting Date will be the date when the annual results announcement for the year

ended 31 December 2018 is published.

If the audited net profit for the year ending 31 December 2019 represents an increase 25% of the total number of
of 40% or more as compared to that of the year ended 31 December 2017, the share options granted

Vesting Date will be the date when the annual results announcement for the year

ending 31 December 2019 is published.

If the audited net profit for the year ending 31 December 2020 represents an increase 25% of the total number of
of 60% or more as compared to that of the year ended 31 December 2017, the share options granted

Vesting Date will be the date when the annual results announcement for the year

ending 31 December 2020 is published.

Exercise of the share options is conditional upon the achievement of certain performance targets as set out in the
respective offer letters, during the relevant exercise period.

2) During the six months ended 30 June 2021, 2,682,500 share options were forfeited for the following reasons: (1) certain
employees’ performance appraisal results for 2020 did not reach the performance target under the grant letters; (2)
certain employees violated the Company’s policies; and (3) certain employees were dismissed.

(3)  Mr. Zhang Zhihong has resigned as an executive Director of the Company, with effect from 4 February 2021.

Save as disclosed above, during the six months ended 30 June 2021, no share option was granted,
exercised, lapsed or cancelled under the Share Option Scheme.

SHARE AWARD SCHEME

The Company adopted the Share Award Scheme on 3 December 2019 (the “Adoption Date”). The purpose
of the Scheme is to provide the eligible persons (the “Selected Participants”) with an opportunity to
acquire a proprietary interest in the Company and to encourage and retain such individuals to work with the
Company, and to provide additional incentive for them to achieve performance goals.

The Board may, subject always to the Scheme rules, from time to time determine the number of restricted
shares (the “Restricted Shares”) to be granted and at its absolute discretion select any participant to be a
Selected Participant under the Scheme. In determining the number of grant shares to any Selected
Participant, the Board shall take into consideration matters including, but without limitation to (i) the
present contribution and expected contribution of the relevant Selected Participant to the profits of the
Group, (i) the general financial condition of the Group, (iii) the Group’s overall business objectives and
future development plan, and (iv) any other matter which the Board considers relevant.
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The Restricted Shares (where the Board has determined such number pursuant to the terms of the Scheme)
shall be either (i) allotted and issued by the Company, by using the general mandate granted to the Board
by the shareholders of the Company in the annual general meeting of the Company from time to time, or
(i) acquired by the trustee from the open market by utilising the Company’s resources provided to the
trustee, subject to the absolute discretion of the Board.

After the Board has determined the number of grant shares and the Selected Participants, it shall notify the
trustee and the Selected Participants in writing on the proposed grant date (the “Grant Date”). Upon
receipt of the notification of the grant, the Selected Participants are required to confirm his/her acceptance
of the grant by (i) returning to the Company a notice of acceptance duly executed by him/her; or (ii)
completing any other required steps as specified by the Board to confirm his/her acceptance of the grant
within 28 days after the Grant Date.

The vesting of the Restricted Shares is subject to the Selected Participant remaining at all times after the
Grant Date and on the vesting date (as the case may be, on each relevant vesting date) a participant. Any
Share held by the trustee on behalf of a Selected Participant pursuant to the provisions shall vest in such
Selected Participant in accordance with the vesting schedule as communicated and confirmed in writing by
the Board to the trustee from time to time. When Shares vest in a Selected Participant, the Board shall
issue to the trustee a confirmation letter that the vesting conditions have been fulfilled. The Board shall also
forward to the trustee, at the same time when the confirmation letter is sent, a written consolidated
security account details of all relevant Selected Participants to effect the transfer of the relevant vested
shares to the relevant Selected Participants.

No Restricted Shares shall be granted pursuant to the Share Award Scheme, nor any amounts paid to the
trustee for the purpose of the Share Award Scheme, if as a result of such grant or payment, the number of
shares administered under the Share Award Scheme shall exceed 10% of the Company’s issued share
capital as at the Adoption Date (i.e. 310,040,250). As at 30 June 2021, a total of 5,242,199 Restricted
Shares were granted in which 101,481 Restricted Shares had lapsed in accordance with the Share Award
Scheme. The number of Restricted Shares still available for future grants was 304,899,532, which
represents 9.69% of the Company’s issued share capital as at the date of this report. No account shall be
taken into the calculation of the Share Award Scheme limit where the right to obtain the Restricted Shares
has been released or lapsed in accordance with the relevant provisions in the Share Award Scheme. The
maximum number of Restricted Shares which may be granted to a Selected Participant at any one time or
in aggregate may not exceed 1% of the issued share capital of the Company as at the Adoption Date.

Subject to any early termination of the Share Award Scheme and without prejudicing the subsisting rights of
any Selected Participant, the Share Award Scheme shall be valid and effective for 10 years from the
Adoption Date, subject to change of control or early termination events. As of the date of this report, the
remaining life of the Share Award Scheme is approximately 8 years and 3 months.

For further details of the Share Award Scheme, please refer to the Company’s announcement dated 3
December 2019.
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The Company has granted 5,242,199 Restricted Shares to selected employees as at 30 June 2021. During
the six months ended 30 June 2021, no Restricted Shares had been awarded under the Share Award
Scheme. Details of the Restricted Shares granted pursuant to the Share Award Scheme are as follows:

Number of
Number of Number of shares
Restricted Restricted lapsed as at
Category of Shares Shares 30 June
participants Date of grant®@ awarded vested Vesting period 2021
Connected persons
Mr. Qi Jian 18 December 2020 917,691 183,538 18 March 2021~ —
18 March 2025
Mr. Fu Weizhong 18 December 2020 152,683 30,536 18 March 2021- —
18 March 2025
Mr. Liang Zhenggen 18 December 2020 29,688 5,937 18 March 2021- —
18 March 2025
Employees 18 December 2020 4,142,137 821,594 18 March 2021- 101,481
18 March 2025
Total 5,242,199 1,041,605 101,481

(1) As at 30 June 2021, a total of 5,242,199 Restricted Shares were granted in which 101,481 Restricted Shares had lapsed
in accordance with the Share Award Scheme.

(2)  The closing price of the shares immediately before the date of these shares were awarded was HK$5.03.

The Restricted Shares granted to the connected persons of the Company will be satisfied by shares of the
Company purchased from the secondary market by the trustee of the Share Award Scheme. The Restricted
Shares granted to other employees who are not connected persons of the Company were satisfied by
allotment and issue of new shares of the Company at nominal value of HK$0.1 each per share under the
general mandate granted by the Company’s shareholders to the Directors at the Company’s annual general
meeting held on 25 May 2020. During the six months ended 30 June 2021, the trustee subscribed a total
of 4,112,963 new shares of the Company, and acquired a total of 687,000 shares of the Company from
the secondary market pursuant to the Share Award Scheme rules and the relevant trust deed.
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CORPORATE GOVERNANCE AND
GENERAL INFORMATION

CORPORATE GOVERNANCE

The Company is committed to the establishment of good corporate governance practices and procedures
with a view to be a transparent and responsible organization which is open and accountable to the
shareholders. The Board strives for adhering to the principles of corporate governance and has adopted
sound corporate governance practices to meet the legal and commercial standards, focusing on areas such
as internal control, fair disclosure and accountability to all shareholders to ensure the transparency of all
operations of the Company. The Company believes that effective corporate governance is an essential factor
to create more value for its shareholders. The Board will continue to review and improve the corporate
governance practices of the Group from time to time to ensure that the Group is led by an effective Board
in order to maximize returns for shareholders.

The Company has complied with the Corporate Governance Code (the “"CG Code”) contained in Appendix
14 to the Listing Rules from 1 January 2021 to 30 June 2021.

COMPLIANCE WITH THE MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as its own code of conduct for securities transactions. Upon
specific enquiries made with all Directors, each of them has confirmed that he had complied with the
Model Code during the six months ended 30 June 2021.

REVIEW OF INTERIM FINANCIAL STATEMENTS

The interim financial statements of the Group for the six months ended 30 June 2021 have not been
audited or reviewed by the Company’s external auditor.

INTERIM DIVIDEND

The Board resolved not to declare any interim dividend for the six months ended 30 June 2021 (six months
ended 30 June 2020: Nil).

DEBENTURE ISSUED
Issue of the Super & Short-term Commercial Paper in the PRC

On 8 September 2020, the Company announced that Sany Heavy Equipment has duly registered its Super &
Short-term Commercial Paper (the “SCP”) with the National Association of Financial Market Institutional
Investors (REERTTREITMIER ZEHE) (the "NAFMII”) pursuant to the approval notice issued by the NAFMII
on 6 May 2020. The registered amount of the SCP is RMB1 billion and shall be valid for a period of two
years commencing from 6 May 2020 (the “Effective Period”). Sany Heavy Equipment may issue the SCP in
multiple tranches in the PRC on a rolling basis within the Effective Period.

On 14 September 2020, the Company announced that Sany Heavy Equipment has completed the issue of
the SCP with the total principal amount of RMB500 million on 14 September 2020, at an interest rate of
3.35% per annum and with a maturity period of 270 days. The proceeds from the issue of the SCP had
been used as general working capital of Sany Heavy Equipment and repayment of borrowings from financial
institutions. The related commissions amounting to RMB562,500 have been paid and netted off against the
cash proceeds.
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On 11 June 2021, the SCP of a total principal amount of RMB500,000,000 and all interest have been fully
paid off by the Group.

For more details, please refer to the announcements of the Company dated 8 September 2020 and 14
September 2020 and the relevant offering memorandum.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S SHARES

For the six months ended 30 June 2021, neither the Company nor any of its subsidiaries had purchased,
sold or repurchased any of the listed securities of the Company (for the six months ended 30 June 2020:
Nil), except that the trustee of the Share Award Scheme, pursuant to the rules and trust deed of the Share
Award Scheme, purchased on the Stock Exchange a total of 687,000 shares of the Company and
subscribed 4,112,963 new shares of the Company.

THE BOARD

As at 30 June 2021, the Board consists of eight Directors, comprising three executive Directors, two non-
executive Directors and three independent non-executive Directors. The executive Directors are Mr. Liang
Zaizhong, Mr. Qi Jian and Mr. Fu Weizhong. The non-executive Directors are Mr. Tang Xiuguo and Mr.
Xiang Wenbo. The independent non-executive Directors are Mr. Ng Yuk Keung, Mr. Poon Chiu Kwok
(possessing professional accounting qualifications and financial management expertise in compliance with the
requirements set out in Rule 3.10(2) of the Listing Rules) and Mr. Hu lJiquan. The functions and duties
conferred on the Board include convening Shareholders’ meetings and reporting on the work of the Board
to the Shareholders at Shareholders’ meetings as may be required by applicable laws, implementing
resolutions passed at Shareholders’ meetings, determining the Company’s business plans and investment
plans, formulating the Company’s annual budget and final accounts, formulating the Company’s proposals
for dividend and bonus distributions as well as exercising other powers, functions and duties as conferred
on it by the articles of association of the Company (the “Articles”) and applicable laws. The senior
management is delegated with the authority and responsibilities by the Board for the day-to-day
management and operations of the Group. The Board meets regularly to review the financial and operating
performance of the Company, and considers and approves the overall strategies and policies of the
Company. The composition of the Board is well balanced with the directors having sound industry
knowledge, extensive corporate and strategic planning experience and/or expertise relevant to the business
of the Group. The executive Directors and independent non-executive Directors bring a variety of experience
and expertise to the Company.

Note:

Mr. Zhang Zhihong has resigned as an executive Director of the Company, with effect from 4 February 2021.
Audit Committee

The audit committee of the Company (the “Audit Committee”) was established in compliance with Rules
3.21 and 3.22 of the Listing Rules and with written terms of reference in compliance with the CG Code.
The Audit Committee consists of three members, namely Mr. Ng Yuk Keung, Mr. Poon Chiu Kwok and Mr.
Hu Jiquan, all of whom are independent non-executive Directors. Mr. Poon Chiu Kwok, who has
appropriate professional qualifications and experience in accounting matters, was appointed as the chairman
of the Audit Committee. The Audit Committee has convened meetings to discuss the auditing, internal
controls, risk management and financial reporting matters, including the review of the unaudited interim
financial statements of the Group for the six months ended 30 June 2021.
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Remuneration Committee

The remuneration committee (the “Remuneration Committee”) was established with written terms of
reference in compliance with the CG Code. The primary duties of the Remuneration Committee are to
determine the policies in relation to human resources management, to review the compensation strategies,
to determine the remuneration packages of the senior executives and managers, to approve the terms of the
service contracts of the executive Directors, to assess the performance of the executive Directors, to
recommend and establish annual and long-term performance criteria and targets as well as to review and
supervise the implementation of all executive compensation packages and employee benefit plans. The Board
expects the Remuneration Committee to exercise independent judgment and ensures that executive Directors
do not participate in the determination of their own remuneration. The Remuneration Committee consists of
three members, namely Mr. Poon Chiu Kwok, Mr. Ng Yuk Keung and Mr. Hu Jiquan. Mr. Poon Chiu Kwok
is the chairman of the Remuneration Committee.

Nomination Committee

The nomination committee (the”Nomination Committee”) was established with written terms of reference
in compliance with the CG Code. The Nomination Committee is responsible for reviewing the structure, size
and composition of the Board, making recommendation to the Board on selection of candidates for
directorships, appointment, reappointment of Directors and Board succession, and assessing the
independence of independent non-executive Directors. The Nomination Committee will also give
consideration to the board diversity policy when identifying suitably qualified candidates to become
members of the Board, and the Board will review the board diversity policy, so as to develop and review
measurable objectives for implementing the board diversity policy and to monitor the progress on achieving
these objectives. The Nomination Committee consists of three members, namely Mr. Liang Zaizhong, Mr.
Poon Chiu Kwok and Mr. Hu Jiquan. Mr. Liang Zaizhong is the chairman of the Nomination Committee.

Strategic Investment Committee

The strategic investment committee of the Company (the “Strategic Investment Committee”) was
established on 4 October 2012. The Strategic Investment Committee is responsible for the recommendation
and analysis of the business development and investments of the Company. As at 30 June 2021, the
chairman is Mr. Liang Zaizhong and the other four members are Mr. Qi Jian, Mr. Fu Weizhong, Mr. Ng Yuk
Keung and Mr. Poon Chiu Kwok.

Note:

Mr. Zhang Zhihong has ceased to be a member of the Strategic Investment Committee, with effect from 4 February 2021.
Corporate Governance Function

The Company's corporate governance function is carried out by the Board pursuant to a set of written
terms of reference adopted by the Board in compliance with code provision D.3.1 of the CG Code, which
includes (a) to develop and review the Company’s policies and practices on corporate governance and make
recommendations to the Board; (b) to review and monitor the training and continuous professional
development of the Directors and senior management of the Group; (c) to review and monitor the
Company’s policies and practices on compliance with legal and regulatory requirements; (d) to develop,
review and monitor the code of conduct and compliance manual (if any) applicable to employees of the
Group and the Directors; and (e) to review the Company’s compliance with the CG Code and disclosure in
the corporate governance report. For the six months ended 30 June 2021, the Board determined the policy
for the corporate governance of the Company.
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DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Liang Zaizhong (R7EH), aged 37, was appointed as an executive Director, the chairman of the
Board, and the chairman of the Nomination Committee and the Strategic Investment Committee of the
Company on 21 October 2019.

Mr. Liang joined Sany Group Co., Ltd. (=—5%EHBR A F]) (“Sany Group”) in June 2006. During the period
from June 2006 to January 2007, he acted as dispatcher of the manufacturing department of Sany
Automobile Manufacturing Co., Ltd. (=Z=—/RE&EHFR A7) (“Sany Automobile Manufacturing”), a
subsidiary of Sany Group. During the period from January 2007 to October 2010, Mr. Liang held various
management positions in the financial operations of Sany Group, including the deputy supervisor of the
fund settlement center, the deputy general manager of the general department of finance and the director
of the general department of finance. Mr. Liang acted as the vice president of Sany Group and the general
manager of Sany Automobile Manufacturing during the period from October 2010 to December 2011.
During the period from December 2011 to March 2016, Mr. Liang held various key positions in Sany
Group, including the manufacturing business director, the investment director and the process
informatization director. In March 2016, Mr. Liang took the lead to establish Long Property & Casualty
Insurance Co., Ltd. (A ERBBRE A7) (“Long Insurance”) and Hunan Sanxiang Bank Co., Ltd. (358
ZHRITR D AR A7) (“Sanxiang Bank”), and acted as a director, the vice chairman of the board of
Long Insurance during the period from March 2016 to June 2019, while serving as the chairman of the
board of Sanxiang Bank from December 2016 to June 2019. Mr. Liang has also acted as a director of Sany
Heavy Industry Co., Ltd. (=—ETRMHAERAF]) (“Sany Heavy Industry”), which is listed on Shanghai
Stock Exchange (stock code: 600031) and a non-wholly owned subsidiary of Sany Group since January
2010, a director and the senior vice president of Sany Group since December 2011 and president of the
board of Rootcloud Technology Co., Ltd. (f54R G Bt i1 /A R 2 7)) since June 2016. In December 2013, Mr.
Liang took the lead to establish Beijing Sany Commercial Foundation (Jt ;2 = — Az E & &) and served as
the president of Beijing Sany Foundation (1t 72 =—# &) during the period from December 2013 to
March 2019. Mr. Liang has been serving as the executive vice president of Relay China Foundation (1t =#%
NRA#HEEE) since February 2019 and a member of Leping Social Entrepreneur Foundation (1t R E4F Az
E & E) since April 2019.

Mr. Liang obtained a bachelor's degree in computer and management sciences from the University of
Warwick in the United Kingdom in June 2006 and a master's degree in public administration in
international development from the John F. Kennedy School of Government at Harvard University in the
United States in June 2014.

Mr. Qi Jian (%), aged 61, was appointed as an executive Director, chairman of the Board and chief
executive officer of the Company on 6 August 2015, and was redesignated as the vice chairman of the
Board and remained as the chief executive officer and a member of the Strategic Investment Committee
since 21 October 2019.

Mr. Qi joined Sany Group in May 2001. He served as the deputy dean of the research institute of Sany
Heavy Industry from May 2001 to May 2003, overseeing the research and development of road machinery
products. He served as the deputy general manager of Sany Automobile Manufacturing from May 2003 to
November 2006, overseeing the research and development and the production and manufacturing of
commercial vehicles and passenger vehicles. From November 2006 to July 2015, he served as the general
manager of Sany Automobile Lifting Machinery Co., Ltd. (= —/SE#£EHMER A7) (“Sany Lifting
Machinery”). During his term of service, Sany Lifting Machinery grew rapidly and became a core business
of Sany Group with a sales amount ranked second in lifting machinery industry in 2014.
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From 1982 to May 2001, Mr. Qi had taken positions such as the deputy chief engineer and the deputy
director of China BlueStar Changsha Design and Research Institute, engaged in product design and
contracting of engineering projects. He participated in over 30 projects of chemical engineering, light
industry and mechanical engineering designs. He was in charge of and completed over 20 engineering
designs, which received various provincial and ministerial excellent achievement awards. Mr. Qi is a senior
engineer at the level of researcher, who has over 30 years of experience in design and technical
management and over 10 years of experience as senior management.

Mr. Qi graduated from Qingdao Chemical Engineering Academy (& &1t T&pz) in 1982 with a bachelor
degree in chemical machinery. He also received a degree of executive master of business administration at
Wuhan University (22X 2) in 2005.

Mr. Fu Weizhong (R&E &), aged 47, was appointed as an executive Director and a member of the
Strategic Investment Committee of the Company on 13 March 2018.

Mr. Fu acted as the chairman of the board of the marine machinery operation department of the Group
from January 2015 to September 2016 and since September 2017. He once acted as an executive Director
and a member of the Strategic Investment Committee from August 2015 to September 2016. Mr. Fu joined
Sany Group Co., Ltd. in May 2000 and held various management positions in Sany Group, including the
director of the customer service department of Sany Heavy Industry, the assistant to the president of Sany
Heavy Industry, the general manager of the US operation department of Sany Group, the deputy general
manager of Sany Heavy Industry, the vice president of Sany Heavy Industry, the general manager of the
overseas operation department of Sany Group, the general manager of Beijing Sany Heavy Machinery Co.,
Ltd. (At R=—F#ERAF]) in Sany Group, the general manager of Sany Heavy Energy Equipment Co., Ltd.
(Z—ERgREHEER QA (“Sany Heavy Energy”)), and the vice president of Sany Group.

Mr. Fu obtained a master’'s degree of business administration from China Europe International Business
School (P EIEIER TG E4FT) in September 2011.

NON-EXECUTIVE DIRECTORS

Mr. Tang Xiuguo (E{£El), aged 58, was appointed as a non-executive Director of the Company on 28
September 2014. Mr. Tang was one of the four founders of Sany Group Co., Ltd.,, and has been the
director and president of Sany Group since 2002. From 1997 to 2002, Mr. Tang worked in Sany Group as
general administration manager. From 1992 to 1997, he was the deputy general manager of Sany Group
and the director of Sany Heavy Industry. From 1991 to 1992, Mr. Tang participated in the foundation of
Sany Group. From 1989 to 1991, he participated in the foundation of Hunan Lianyuan Special Welding
Materials Factory (#RIERISTEIEZEMENR) and from 1986 to 1988, he specialized in the development and
manufacture of special welding materials.

Mr. Tang has been granted numerous awards, including “Sany Group Distinguished Contribution Award of
the Year” for 8 successive years, “Top Ten Outstanding Contribution Private Corporation in Hunan Province”
and "Excellent Entrepreneur of the State”.

Mr. Tang graduated with a bachelor degree in metallic materials from Central South University (/&K 2)
in July 1983. He is now a senior engineer.
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Mr. Xiang Wenbo ([E303%), aged 59, was appointed as a non-executive Director of the Company on 23
July 2009. He has been a non-executive director of Sany Heavy Equipment since January 2004. Mr. Xiang
has over 30 years of experience in the machinery industry. Mr. Xiang joined Sany Group in 1991 and was a
standing deputy general manager and general manager of the marketing department and executive
president of Sany Group. He is currently the president and vice-chairman of Sany Heavy Industry.

Mr. Xiang graduated in 1982 from the Department of Casting of Hunan University (#F AXZ) with a
Bachelor’'s degree in Engineering Science and graduated from Materials Department of Dalian University of
Technology (K& T K2) with a master’s degree in Engineering in 1988. He obtained a master's degree
in Business Administration from the China Europe International Business School (FREXEIFE T £26%) in 2003.
Mr. Xiang holds the title of senior engineer and is an expert entitled to government allowance from the
State Council.

Mr. Xiang was a deputy of the 11th National People’s Congress (+—fE2 B AARK), and has also held a
number of social positions such as an expert member of the National Manufacturing Strategy Advisory
Committee (BIKRiEoRBIEREREAMNZEZE D), vice president of China International Chamber of Commerce
for Private Sector (FEIRZ & EBBRAERE ), a vice chairman of China Construction Machinery Industry
Association (FF B T2 ##, T2 1% <) and Industrial and Commercial Union in Hunan Province & T/
e 8).

Mr. Xiang was awarded multiple accolades including “2020 National Model Worker (20204 & B 45 Bh1E &5)",
2002 Bauhinia Cup Outstanding Entrepreneur Awards (2002 5 F7EMF 4 H D 25K 88)”, “The Outstanding
Chinese Private Technology Entrepreneur Award (FBI{EFH R SRR B EZKRHE)", “2008 Top Ten Outstanding
CEO in China (20084 [ A B+ A £t H CEQ)”, “Forbes 2020 Best CEO in China (& 1 HT20204 B &£
CEOQ)”, “Forbes 2010 Best CEO in China ({8 H12010F R B & {ECEQ)" and “Forbes 2011 Best CEOQ of
A-share Listed Non-state-owned Companies (18 812011 FAREE A T A A& ECEO)".

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ng Yuk Keung (R E38), aged 56, was appointed as an independent non-executive Director of the
Company on 5 November 2009. Mr. Ng is currently the executive director and chief financial officer of
Kingsoft Corporation Limited (£ L8 {F B R A F]), a company listed on the Hong Kong Stock Exchange.

Mr. Ng worked with PricewaterhouseCoopers for over 12 years from 1988 to 2001. From 2001 to 2003, he
was the chief financial officer of Beijing International School (It REFERE4R), and was the accounting adviser
of Australian Commercial Lawyers Agency in 2004. From November 2004 to August 2006, he was the
deputy chief financial officer, a joint company secretary and the qualified accountant of Irico Group
Electronics Company Limited (¥4 5% B E F {5 B R A 7). He was the independent non-executive director
of Xinjiang Xinxin Mining Industry Co., Ltd. (@31 &EZE (DB R A F]) from February 2007 to October
2011. He was the executive director, chief financial officer and company secretary of China NT Pharma
Group Company Limited (FFEIZR X B 545 B AR A A]) from March 2010 to 1 July 2012. He had also served
as an independent non-executive director of Beijing Capital Land Ltd. (HEIEEKHBMRAE) and
Zhongsheng Group Holdings Limited (A& EIER AR A F]), and is currently an independent non-executive
director of E-Commodities Holdings Limited (5 KXFRIZRE R A 7).
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Mr. Ng graduated from the University of Hong Kong with a bachelor’'s degree in Management Studies and
Economics and a master’s degree in Global Business Management and E-commerce. He is a professional
accountant and a fellow member of both the Hong Kong Institute of Certified Public Accountants and the
Association of Chartered Certified Accountants, and a member of the Institute of Chartered Accountants in
England and Wales.

Mr. Poon Chiu Kwok (ERAE]), aged 59, was appointed as an independent non-executive Director, the
Chairman of the Audit Committee as well as a member of the Nomination Committee, the Remuneration
Committee and the Strategic Investment Committee of the Company on 18 December 2015.

Mr. Poon has many years of experience in regulatory affairs, corporate finance, listed companies governance
and management. He is also an executive director, the vice president and the company secretary of Huabao
International Holdings Limited (ZEE B 4ZERE BBR A R]), a company listed on the Main Board of the Stock
Exchange (stock code: 336). As at the date of this report, he serves as an independent non-executive
director of the following public companies listed on the Main Board of the Stock Exchange: Sunac China
Holdings Limited (@&~ Bl B PR A 7)) (stock code: 1918), Yuanda China Holdings Limited (3& A B2
fE A BR A &)) (stock code: 2789), Changan Minsheng APLL Logistics Co., Ltd. (EERZRAWRBRMDBRE A
A]) (stock code: 1292), Greentown Service Group Co. Ltd. (ARG EE G A F]) (stock code: 2869), Aux
International Holdings Limited (22 3% H7BIBR 1% B R A 7)) (stock code: 2080), Jinchuan Group International
Resources Co. Ltd (&) £ BB ERAR AR (stock code: 2362), Honghua Group Limited (REEE AR
A 7)) (stock code: 196) and Yanzhou Coal Mining Company Limited (ZEME 2R AR A Al) (stock code:
1171). He also served as a non-executive director of Chong Kin Group Holdings Limited (8258 (3Z %)
BRAR]) (stock code: 1609), and retired in June 2018, an independent non-executive director of TUS
International Ltd. (RGHBIFEEREFR A F]) (stock code: 872), and retired in July 2020, as well as an independent
non-executive director of Tonly Electronics Holdings Limited GB & FIEM AR A F]) (stock code: 1249),
which was delisted from 8 March 2021.

Mr. Poon is a fellow of CPA Australia Ltd., a fellow member of the Hong Kong Securities and Investment
Institute, a fellow member of both the Chartered Governance Institute (formerly know as the Institute of
Chartered Secretaries and Administrators), and the Hong Kong Institute of Chartered Secretaries (and a
member of its Technical Consultation Panel, Mainland China Focus Group, and Audit Committee). Mr. Poon
was awarded the postgraduate diploma in laws by the University of London (f&Z(A£) in December 2010
and also received a bachelor's degree in laws at University of Wolverhampton (KEKZEZZHAKE) in
October 2004, a bachelor’'s degree in business studies at City University of Hong Kong (&& M T AE) in
December 1994 and a master’s degree in international accounting at City University of Hong Kong (& &
M AE) in November 1997.

Mr. Hu lJiquan (#¥3& %), aged 63, was appointed as an independent non-executive Director of the
Company on 11 December 2016.

Mr. Hu is a researcher (professor) and a tutor of doctorate candidate. Currently, he is the director of the
engineering center of department of education for port logistic technology and equipment and the associate
dean of the institute of logistic engineering of Wuhan University of Technology (& &% T K£2).
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Mr. Hu graduated from Wuhan School of Marine Transportation Engineering (&/Z7/K:& T2 2p7) with a
diploma in lifting transportation machinery in January 1982. He was an assistant lecturer, a lecturer and an
associate professor in Wuhan School of Marine Transportation Engineering, Wuhan Transportation University
(FUZ 2 BRI RE) and Wuhan University of Technology respectively between 1982 and 2004. He served
as a researcher (professor) in the institute of logistics engineering of Wuhan University of Technology in
2005, a tutor of doctorate candidate in 2006, and was appointed as a distinguished professor for
production academic and research and served as a member of academic committee by Wuhan University of
Technology in 2012. Currently, he also serves as the managing director of the port machinery branch of the
Chinese Mechanical Engineering Society (FEITE#MEE), the director of the Logistics Technology
Committee of the Mechanical Engineering Society of Hubei (it & #H TIRE MR MEXZE <€) and
a member of National Standardised Technology of Lifting Machinery Committee (% [ #E & #IZ (L H i1 &
B&). He led and principally engaged in the research of design theory and method of modern port loading
and unloading, and port logistic equipment and logistics system automation. He participated in a number of
projects supported by the State, the National Transportation Readiness and Military Key Project, Science and
Technology Key Projects of Hubei Province, production, academic and research cooperation projects of
Guangdong Province, and enterprise science and technology cooperation projects. He presided over the
development of various types of port machinery products. He won 6 awards of scientific and technological
progress at the provincial and ministerial levels and obtained more than 20 invention patents and utility
model patents. He published more than 40 SCI/El papers and participated in the preparation of 3 sets of
teaching materials and 4 mechanical design manuals.

SENIOR MANAGEMENT

Mr. Zhu Xiangjun (%&[EE), aged 37, was appointed as the Chief Financial Officer and a joint company
secretary of the Company on 12 September 2016, and resigned as the joint company secretary on 22
January 2019.

Mr. Zhu joined the Company in November 2008 and fully participated in the initial public offering of the
Company in 2009 and the Putzmeister acquisition project of Sany Heavy Industry in 2012. Mr. Zhu served
as the general ledger accountant of the Company from April 2009 to March 2010, mainly responsible for
the preparation of the financial statements and budgets of the Company. He then served as the manager
and head of the accounting department of the Company from April 2010 to March 2012, mainly
responsible for the budget, performance assessment, financial analysis and information disclosure of the
Company. He also served as the head of the marketing finance department and the deputy director of the
finance department of the Company from April 2012 to September 2016. Mr. Zhu obtained a bachelor’s
degree and a master’s degree in accounting from Shenyang University of Technology (&5 T KZ) in July
2006 and April 2009, respectively. Mr. Zhu obtained his qualification as a certified public accountant of
China in June 2009.
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COMPANY SECRETARY

Mr. Yu Leung Fai (R=HE), aged 44, has extensive experience in the accounting and corporate services
fields. Mr. Yu has joined the Fung, Yu & Co. CPA Limited (formerly known as the Fung, Yu & Co. CPA)
since 2001 and is currently the company’s Managing Partner. He holds a Degree of Bachelor of Commerce
(Hon.) from the University of Toronto (%f®% X&) and a Degree of Bachelor of Laws from the University of
London (f@ZA£), and is a member of the American Institute of Certified Public Accountants, Certified
Public Accountants of Australia and the Hong Kong Institute of Certified Public Accountants.

Mr. Yu has been the joint company secretary and alternative authorised representative of Beijing Media
Corporation Limited (1t 5EEMHHE A F]) (stock code: 1000) since March 2010; the company secretary and
authorised representative of Yuanda China Holdings Limited (& K/ B AR A A]) (stock code: 2789)
since June 2012; the independent non-executive directors of Realord Group Holdings Limited ({Z4%& B/
BBRAF]) (stock code: 1196) since June 2014; the independent non-executive director of Dowway Holdings
Limited CKFEAERER A A]) (stock code: 8403) since October 2019; the independent non-executive
director of The Sincere Company, Limited (5EiEHEPR A F]) (stock code: 244) since July 2021; the joint
company secretary and authorized representative of China National Materials Company Limited (7 B 41 j%
M BRAF]) (stock code: 1893) from May 2009 to April 2018; the company secretary and authorized
representative of Haichang Holdings Ltd. (B2 HFR A F]) (stock code: 2255) from March 2014 to March
2015; the company secretary of Group Sense (International) Limited (%5 (BIBR) BFR A F]) (stock code:
601) from August 2014 to August 2015; the company secretary and authorized representative of Bamboos
Health Care Holdings Limited (B ANE&8:&#A% AR 2 F]) (Hong Kong stock code: 2293) from November 2018
to November 2019; the company secretary and authorised representative of Vale S.A. (AZKJAIA) (stock
code: 6210 for Common Depositary Receipts and 6230 for Class A Preferred Depositary Receipts) from
2010 to 2016, all of which are listed companies in the Hong Kong, except that Vale S.A. and China
National Materials Company Limited were delisted from the Hong Kong Stock Exchange in July 2016 and
April 2018, respectively.
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF PROFIT OR LOSS .

For the six months ended 30 June 2021

A
2021 2020
(Unaudited) (Unaudited)
Notes RMB’000 RMB’'000
REVENUE 4 4,984,199 3,815,076

Cost of sales

(3,769,059) (2,784,980)

Gross profit 1,215,140 1,030,096
Other income and gains 4 484,471 234,681
Selling and distribution expenses (243,756) (179,567)
Administrative expenses (470,392) (310,842)
Reversal of impairment losses on financial and contract assets,

net 19,046 56,535
Other expenses (3,309) (1,793)
Finance costs 6 (55,249) (75,158)
PROFIT BEFORE TAX 945,951 753,952
Income tax expense 7 (117,005) (115,333)
PROFIT FOR THE PERIOD 828,946 638,619
Attributable to:

Owners of the parent 811,089 639,705

Non-controlling interests 17,857 (1,086)

828,946 638,619

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY

HOLDERS OF THE PARENT

Basic (RMB Yuan) 0.26 0.21

Diluted (RMB Yuan) 0.22 0.18
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= INTERIM CONDENSED CONSOLIDATED STATEMENT

€& OF COMPREHENSIVE INCOME

For the six months ended 30 June 2021

. N
2021 2020
(Unaudited) (Unaudited)
RMB’000 RMB’'000
PROFIT FOR THE PERIOD 828,946 638,619
OTHER COMPREHENSIVE INCOME
Other comprehensive income that may be reclassified to profit or loss in
subsequent periods:
Exchange differences on translation of foreign operations 8,542 1,788
Net other comprehensive income that may be reclassified to profit or loss
in subsequent periods 8,542 1,788
OTHER COMPREHENSIVE INCOME FOR THE PERIOD, NET OF TAX 8,542 1,788
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD 837,488 640,407
Attributable to:
Owners of the parent 819,631 641,493
Non-controlling interests 17,857 (1,086)
837,488 640,407
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INTERIM CONDENSED CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (

30 June 2021

30 June 31 December
2021 2020
(Unaudited) (Audited)
Notes RMB’000 RMB'000
NON-CURRENT ASSETS
Property, plant and equipment 10 3,050,423 2,591,455
Intangible assets 20,249 —
Right-of-use assets 11(a) 1,125,944 1,139,620
Goodwill 12 1,129,520 1,129,520
Trade receivables 15 278,972 261,116
Non-current prepayments 9,650 9,650
Contract assets 16 69,944 21,272
Deferred tax assets 27 281,003 295,585
Total non-current assets 5,965,705 5,448,218
CURRENT ASSETS
Inventories 13 1,783,960 1,820,802
Properties under development 14 956,005 883,852
Trade receivables 15 4,034,214 3,287,799
Bills receivable 15 519,897 595,116
Contract assets 16 14,507 19,517
Prepayments, other receivables and other assets 17 780,087 359,040
Financial assets at fair value through profit or loss 18 3,232,485 4,023,670
Derivative financial instruments 26 369 —
Pledged deposits 19 1 455
Cash and cash equivalents 19 1,850,028 941,451
13,171,553 11,931,702
Assets of a disposal group classified as held for sale 32 — 84,241
Total current assets 13,171,553 12,015,943
CURRENT LIABILITIES
Trade and bills payables 20 3,453,271 2,892,579
Bonds payable 21 — 499,655
Other payables and accruals 22 2,248,429 1,917,497
Dividend payable 372,225 72,584
Interest-bearing bank and other borrowings 23 1,407,576 2,145,112
Tax payable 256,184 196,533
Provision for warranties 24 30,979 32,009
Government grants 25 107,763 96,164
Derivative financial instruments 26 7,037 5,407
7,883,464 7,857,540
Liabilities directly associated with the assets classified as held
for sale 32 = 80,923
Total current liabilities 7,883,464 7,938,463
NET CURRENT ASSETS 5,288,089 4,077,480
TOTAL ASSETS LESS CURRENT LIABILITIES 11,253,794 9,525,698
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF FINANCIAL POSITION

30 June 2021

s 0 N
30 June 31 December
2021 2020
(Unaudited) (Audited)
Notes RMB’000 RMB’000
NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings 23 1,865,601 492,754
Government grants 25 1,032,186 1,105,446
Deferred tax liabilities 27 80,027 68,597
Total non-current liabilities 2,977,814 1,666,797
Net assets 8,275,980 7,858,901
EQUITY
Equity attributable to owners of the parent
Share capital 28 311,378 309,707
Reserves 7,918,940 7,529,027
8,230,318 7,838,734
Non-controlling interests 45,662 20,167
Total equity 8,275,980 7,858,901
Qi Jian Fu Weizhong
Director Director
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INTERIM CONDENSED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY .

For the six months ended 30 June 2021

Attributable to owners of the parent

Issued capital

Convertible Share Exchange Capital Non-

Ordinary  preference premium  Contributed  Share based Reserve  fluctuation  redemption Retained controlling
shares shares account surplus  compensation funds reserve reserve* profits Total interests  Total equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

(note 28) (note 28)

At 1 January 2021 (Audited) 271,859 37,848 1,979,511 1,350,390 21,7121 655,305 (4,202) 2,620 3,517,682 7,838,734 20,167 7,858,901

Profit for the period = = = = = = = = 811,089 811,089 17,857 828,946
Other comprehensive income
for the period: = — - — - - = = = — — —

Exchange differences on translation of

foreign operations = = - = - = 8,542 - = 8,542 - 8,542
Total comprehensive income

for the period = = = = = = 8,542 = 811,089 819,631 17,857 837,488
Acquisition of a subsidiary (note 31) = = = = = = o = = o 7,638 7,638

Disposal of a disposal group classified

as held for sale = = = = = (372) = = = (3712 = (372)
Issue of shares (note 28) 1,671 = 15,557 = = = = = = 17,228 = 17,228
Share-based payments (note 29/30) - - - - 6,100 - - - - 6,100 - 6,100
Release of share-based compensation

reserve to share premium upon

exercise of share options

(note 28) = = 8,274 = (8,274) = = = = = = =
Final 2020 dividend declared = = (451,003) = = = = = = (451,003) = (451,003)
At 30 June 2021 (unaudited) 273,530 37,848 1,552,339 1,350,390% 25,547 654,933 4,340° 2,620° 4,328,771% 8,230,318 45,662 8,275,980
At 1 January 2020 (Audited) 269,621 37,848 2,333,677 1,350,390 27,879 558,444 (21,199) 5,744 2,569,399 7,131,803 13,762 7,145,565
Profit for the period — — — — — — — — 639,705 639,705 (1,086) 638,619
Other comprehensive income

for the period:

Exchange differences on translation of

foreign operations - - — - — - 1,788 — - 1,788 — 1,788
Total comprehensive income

for the period - - — - — - 1,788 - 639,705 641,493 (1,086) 640,407
Issue of shares (note 28) 1,010 — 12,172 — - — — - — 13,182 - 13,182
Share-based payments (note 29) - - - - 4,602 - - - - 4,602 - 4,602
Release of share-based compensation

reserve to share premium upon

exercise of share options - - 4319 - (4,319 - - - - - - -
Final 2019 dividend declared - - - - - - - - (394,052) (394,052) — (394,052)
At 30 June 2020 (unaudited) 270,631 37,848 2,350,168 1,350,390 28,162 558,444 (19,411) 5,744 2,815,052 7,397,028 12,676 7,409,704

# These reserve accounts comprise the consolidated reserves of RMB7,918,940,000 (30 June 2020: RMB7,088,549,000) in
the consolidated statement of financial position.

* Capital redemption reserve represents the nominal amount of the shares repurchased and cancelled.
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INTERIM CONDENSED CONSOLIDATED STATEMENT

OF CASH FLOWS

For the six months ended 30 June 2021

- .
2021 2020
(Unaudited) (Unaudited)
Note RMB’000 RMB’000
Net cash flows from operating activities 835,936 648,604
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 2,014 8,465
Purchases of items of property, plant and equipment (575,247) (107,794)
Acquisition of a subsidiary (17,815) —
Disposal of/advance from disposal of a disposal group classified
as held for sale 3) 30,000
Proceeds from disposal of items of property, plant and
equipment 2,660 15,236
Additional payment for a parcel of land = (3,857)
Purchases of financial assets at fair value through
profit or loss (3,655,098) (2,732,783)
Proceeds from disposal of financial assets at fair value through
profit or loss 4,534,796 1,438,681
Loans to the related companies (300,000) (200,000)
Repayment of loans from the related companies 120,000 400,000
Decrease/(increase) of pledged time deposits 454 (28,448)
Net cash flows from/(used in) investing activities 111,761 (1,180,500)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares 17,228 13,182
New bank loans 2,284,351 1,991,105
Repayment of bank loans (1,642,003) (1,072,637)
Proceeds from issue of bonds (500,000) —
Settlement of derivative financial instruments (5,407) —
Dividends paid (151,362) (394,052)
Principal portion of lease payments — (1,739)
Interest paid (50,469) (68,982)
Net cash flows (used in)/from financing activities (47,662) 466,877
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 900,035 (65,019)
Cash and cash equivalents at beginning of period 941,451 1,103,171
Effect of foreign exchange rate changes, net 8,542 1,788
CASH AND CASH EQUIVALENTS AT END OF PERIOD 1,850,028 1,039,940
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances 19 1,850,028 1,039,940
1,850,028 1,039,940

Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

= e



2.1

2.2

NOTES TO INTERIM CONDENSED CONSOLIDATED

FINANCIAL INFORMATION (

30 June 2021

CORPORATE INFORMATION

Sany Heavy Equipment International Holdings Company Limited (the “Company”) is a limited liability
company incorporated in the Cayman Islands on 23 July 2009. The Company's registered office
address is Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands,
and the head office and principal place of business of the Company is located at No.25, 16 Kaifa
Road, Economic and Technological Development Area, Shenyang City, Liaoning Province, the People’s
Republic of China (the “PRC"). During the period, the Company and its subsidiaries (collectively
referred to as the "“Group”) were principally engaged in the manufacture and sale of mining
equipment, logistics equipment, robotic and smart mined products and spare parts and the provision
of related services in Mainland China.

In the opinion of the directors of the Company (the “Directors”), the immediate holding company and
the ultimate holding company of the Company are Sany Hongkong Group Limited (“Sany HK"), a
company incorporated in Hong Kong, and Sany Heavy Equipment Investments Company Limited (“Sany
BVI"), a company incorporated in the British Virgin Islands, respectively.

BASIS OF PREPARATION

The interim condensed consolidated financial information for the six months ended 30 June 2021 has
been prepared in accordance with International Accounting Standard 34 Interim Financial Reporting.
The interim condensed consolidated financial information is presented in Renminbi (“RMB”) and all
values are rounded to the nearest thousand except when otherwise indicated.

The interim condensed consolidated financial information does not include all the information and
disclosures required in the annual financial statements, and should be read in conjunction with the
Group’s annual consolidated financial statements for the year ended 31 December 2020.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The accounting policies adopted in the preparation of the interim condensed consolidated financial
information are consistent with those applied in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2020, except for the adoption of the following
revised International Financial Reporting Standards (“IFRSs”) and International Accounting Standards
("IASs") for the first time for the current period’s financial information.

Amendments to IFRS 9, IAS 39, IFRS 7, Interest Rate Benchmark Reform — Phase 2
IFRS 4 and IFRS 16
Amendments to IFRS 16 Covid-19-Related Rent Concessions beyond 30 June 2021
(early adopted)

The directors expect that the adoption of these revised standards has had no material impact on the
interim condensed consolidated financial statements of the Group.
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NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

30 June 2021

OPERATING SEGMENT INFORMATION

For management purposes, the Group operates in two business units based on its products, and has
two reportable operating segments as follows:

(a) Mining equipment segment

The mining equipment segment engages in the production and sale of coal mining machinery,
non-coal mining machinery, mining transport equipment, robotic and smart mined products and
spare parts and the provision of related services; and

(b) Logistics equipment segment

The logistics equipment segment engages in the production and sale of container equipment,
bulk material equipment, general equipment and spare parts and the provision of related
services.

Management monitors the results of the Group’s operating segments separately for the purpose of
making decisions about resources allocation and performance assessment. Segment performance is
evaluated based on reportable segment profit, which is a measure of adjusted profit before tax. The
adjusted profit before tax is measured consistently with the Group's profit before tax except that
interest income, non-lease-related finance costs, as well as head office and corporate expenses are
excluded from this measurement.

Segment assets exclude deferred tax assets, pledged deposits, cash and cash equivalents and other
unallocated head office and corporate assets as these assets are managed on a group basis.

Segment liabilities exclude interest-bearing bank and other borrowings, deferred tax liabilities, tax
payables and other unallocated head office and corporate liabilities as these liabilities are managed on
a group basis.

Intersegment sales and transfers are transacted with reference to the selling prices used for sales made
to third parties at the then prevailing market prices.
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NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION (

OPERATING SEGMENT INFORMATION (continued)

30 June 2021

Six months ended 30 June 2021 Mining Logistics
equipment equipment Total
RMB’'000 RMB’'000 RMB’000
(Unaudited) (Unaudited) (Unaudited)
Segment revenue (note 4)
Sales to customers 3,226,863 1,757,336 4,984,199
Intersegment sales 17,525 19 17,544
Other revenue 357,265 101,018 458,283
3,601,653 1,858,373 5,460,026
Reconciliation:
Elimination of intersegment sales (17,544)
Revenue from operations 3,584,128 1,858,354 5,442,482
Segment results 782,822 192,190 975,012
Interest income 26,188
Finance costs (28,606) (26,643) (55,249)
Profit before tax 945,951
Income tax expense (117,005)
Profit for the period 828,946
Segment assets 11,475,878 7,559,274 19,035,152
Reconciliation:
Elimination of intersegment receivables (2,028,926)
Corporate and other unallocated assets 2,131,032
Total assets 19,137,258
Segment liabilities 4,528,353 4,746,198 9,274,551
Reconciliation:
Elimination of intersegment payables (2,028,926)
Corporate and other unallocated liabilities 3,615,653
Total liabilities 10,861,278
Other segment information:
Loss on disposal of items of property,
plant and equipment 995 2,314 3,309
(Reversal of impairment)/impairment of
trade receivables, net (21,039) 1,044 (19,995)
Impairment of other receivables, net = 141 141
(Write-back of provision)/provision against slow-
moving and obsolete inventories (32,624) 2,660 (29,964)
Impairment of contract assets — 808 808
Depreciation and amortisation 74,763 51,687 126,450
Other non-cash expense 3,741 2,359 6,100
Capital expenditure* 266,994 309,844 576,838

Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

T i

39



@

40

NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

30 June 2021

OPERATING SEGMENT INFORMATION (continued)

Six months ended 30 June 2020 Mining Logistics
equipment equipment Total
RMB'000 RMB'000 RMB’'000
(Unaudited) (Unaudited) (Unaudited)
Segment revenue (note 4)
Sales to customers 2,369,553 1,445,523 3,815,076
Intersegment sales 945 665 1,610
Other revenue 177,683 37,641 215,324
2,548,181 1,483,829 4,032,010
Reconciliation:
Elimination of intersegment sales (1,610)
Revenue from operations 2,547,236 1,483,164 4,030,400
Segment results 560,558 249,132 809,690
Interest income 19,357
Finance costs (other than interest on lease liabilities) (75,095)
Profit before tax 753,952
Income tax expense (115,333)
Profit for the period 638,619
Segment assets 12,529,615 8,924,456 21,454,071
Reconciliation:
Elimination of intersegment receivables (5,416,873)
Corporate and other unallocated assets 1,352,904
Total assets 17,390,102
Segment liabilities 5,065,357 6,151,283 11,216,640
Reconciliation:
Elimination of intersegment payables (5,416,873)
Corporate and other unallocated liabilities 4,180,631
Total liabilities 9,980,398
Other segment information:
(Gain)/loss on disposal of items of property, plant
and equipment (5,306) 279 (5,027)
(Reversal of impairment)/impairment of trade
receivables, net (71,298) 7,017 (64,281)
Impairment of other receivables, net 7,462 284 7,746
(Write-back of provision)/provision against slow-
moving and obsolete inventories (29,694) 944 (28,750)
Depreciation and amortisation 77,805 46,451 124,256
Other non-cash expense 2,394 2,208 4,602
Capital expenditure* 83,368 16,874 100,242
* Capital expenditure consists of additions to property, plant and equipment in the interim condensed consolidated

statement of financial position.

Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

B @ .



NOTES TO INTERIM CONDENSED CONSOLIDATED

FINANCIAL INFORMATION (

30 June 2021

OPERATING SEGMENT INFORMATION (continued)
Information about major customers
Revenue of approximately RMB772,317,000 (six months ended 30 June 2020: RMB344,309,000) was

derived from sales to fellow subsidiaries, including sales to a group of entities which are known to be
under common control with that customer.

REVENUE, OTHER INCOME AND GAINS

Revenue represents the net invoiced value of goods sold and services rendered, after allowances for
returns and trade discounts.

An analysis of revenue is as follows:

For the six months ended

30 June
2021 2020
RMB’000 RMB'000
(Unaudited) (Unaudited)
Revenue from contracts with customers 4,984,199 3,815,076

Disaggregated revenue information for revenue from contracts with customers

For the six months ended 30 June 2021

Segments Mining Logistics
equipment equipment Total
RMB’000 RMB’000 RMB’000

(Unaudited) (Unaudited) (Unaudited)

Types of goods or services

Sale of industrial products 3,145,502 1,753,117 4,898,619
Maintenance services 81,361 4,219 85,580
Total revenue from contracts with customers 3,226,863 1,757,336 4,984,199
Geographical markets

Mainland China 2,809,656 1,305,810 4,115,466
Asia (excluding Mainland China) 313,998 198,720 512,718
United States of America = 126,402 126,402
European Union — 74,348 74,348
Other countries/regions 103,209 52,056 155,265
Total revenue from contracts with customers 3,226,863 1,757,336 4,984,199
Timing of revenue recognition

Goods transferred at a point in time 3,145,502 1,753,117 4,898,619
Services transferred over time 81,361 4,219 85,580
Total revenue from contracts with customers 3,226,863 1,757,336 4,984,199
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NOTES TO INTERIM CONDENSED CONSOLIDATED

FINANCIAL INFORMATION

30 June 2021

4. REVENUE, OTHER INCOME AND GAINS (continued)

For the six months ended 30 June 2020

Segments Mining Logistics
equipment equipment Total
RMB’000 RMB’000 RMB’000
(Unaudited) (Unaudited) (Unaudited)
Types of goods or services
Sale of industrial products 2,325,173 1,424,001 3,749,174
Maintenance services 44,380 21,522 65,902
Total revenue from contracts with customers 2,369,553 1,445,523 3,815,076
Geographical markets
Mainland China 2,157,577 878,931 3,036,508
Asia (excluding Mainland China) 130,974 306,242 437,216
United States of America — 108,072 108,072
European Union — 67,098 67,098
Other countries/regions 81,002 85,180 166,182
Total revenue from contracts with customers 2,369,553 1,445,523 3,815,076
Timing of revenue recognition
Goods transferred at a point in time 2,325,173 1,424,001 3,749,174
Services transferred over time 44,380 21,522 65,902
Total revenue from contracts with customers 2,369,553 1,445,523 3,815,076
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NOTES TO INTERIM CONDENSED CONSOLIDATED

FINANCIAL INFORMATION (

30 June 2021

REVENUE, OTHER INCOME AND GAINS (continued)

Other income and gains

For the six months ended

30 June
2021 2020
RMB’000 RMB’'000

Notes (Unaudited) (Unaudited)

Other income

Bank interest income 19,887 13,265
Other interest income 6,301 6,092
Government grants 25 149,770 104,105
Profit from sale of scrap materials 24,166 —
Rental income 11 4,220 4,745
Foreign exchange differences, net 591 —
Others 17,160 13,488
222,095 141,695
Gains
Fair value gains, net 89,971 87,959
Gain on disposal of a disposal group classified
as held for sale 172,405 —
Gain on disposal of items of property,
plant and equipment, net = 5,027
262,376 92,986
484,471 234,681
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NOTES TO INTERIM CONDENSED CONSOLIDATED

FINANCIAL INFORMATION

30 June 2021

5. PROFIT BEFORE TAX

The Group's profit before tax is arrived at after charging/(crediting):

For the six months ended

30 June
2021 2020
RMB’000 RMB’'000
Notes (Unaudited) (Unaudited)
Cost of inventories sold 3,740,009 2,807,565
Cost of services provided 59,014 54,024
Depreciation of property, plant and equipment 10 112,774 111,270
Depreciation of right-of-use assets 11(a) 13,676 12,986
Auditors’ remuneration 500 500
Provision of warranties* 24 6,628 10,787
Research and development costs** 336,130 189,803
Lease payments not included in the measurement of
lease liabilities 11(c) 1,675 4,637
Employee benefit expenses (including directors and chief
executive’s remuneration):
Wages and salaries 487,173 301,599
Equity-settled share-based payment 6,100 4,602
Employee retirement benefits 17,123 5,182
Other staff welfare 12,201 3,648
522,597 315,031
Foreign exchange differences, net*** (592) 389
(Reversal of impairment)/impairment of financial and
contract assets, net****:
Reversal of impairment of trade receivables, net 15 (19,995) (64,281)
Impairment of contract assets, net 16 808 —
Impairment of other receivables, net 17 141 7,746
(19,046) (56,535)
Write-back of provision against slow-moving and obsolete
inventories* **** (29,964) (28,750)
Loss/(gain) on disposal of items of property,
plant and equipment*** 3,309 (5,027)
(Gain)/loss from sales of scrap materials*** (7,676) 1,404
Gain on disposal of a disposal group classified
as held for sale*** 32 (172,405) —
Fair value gains, net***:
Financial assets at fair value through profit or loss
— mandatorily classified as such (88,513) (87,566)
Derivative instruments — transactions not qualifying as
hedges (1,458) (393)
(89,971) (87,959)
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NOTES TO INTERIM CONDENSED CONSOLIDATED

FINANCIAL INFORMATION (

30 June 2021

PROFIT BEFORE TAX (continued)

* Included in “Selling and distribution expenses” in the interim condensed consolidated statement of profit or loss
i Included in “Administrative expenses” in the interim condensed consolidated statement of profit or loss

*** Included in “Other income and gains” or “Other expenses” in the interim condensed consolidated statement of profit
or loss

****% Included in “Reversal of impairment losses on financial and contract assets, net” in the interim condensed consolidated
statement of profit or loss

**x**|ncluded in “Cost of sales” in the interim condensed consolidated statement of profit or loss

FINANCE COSTS

For the six months ended

30 June
2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)
Interest on interest-bearing bank and other borrowings 46,606 69,926
Interest on discounted bills 8,643 5,169
Interest on lease liabilities = 63
55,249 75,158

INCOME TAX

The Group is subject to income tax on an entity basis on profits arising in or derived from the
jurisdictions in which members of the Group are domiciled and operate.

No provision for Hong Kong profits tax has been made as the Group had no assessable profits derived
from or earned in Hong Kong during the period.

Pursuant to the PRC Income Tax Law and the respective regulations, except for certain preferential tax
treatments available to certain subsidiaries operating in Mainland China, the companies of the Group
which operate in Mainland China were subject to Corporate Income Tax (“CIT") at a rate of 25% on
their respective taxable income for the six months ended 30 June 2021.

Four (six months ended 30 June 2020: Two) of the Group’s principal operating companies, Sany Heavy
Equipment Co., Ltd., Hunan Sany Port Equipment Co., Ltd., Sany Marine Heavy Industry Co., Ltd. and
Sany Intelligent Mining Technology Co., Ltd. were recognised as High and New Technology Enterprises
and were therefore subject to CIT at a rate of 15% for the six months ended 30 June 2021.
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NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

30 June 2021

INCOME TAX (continued)

For the six months ended

30 June
2021 2020
RMB’000 RMB’000

(Unaudited) (Unaudited)

Current — Mainland China

Charge for the period 96,054 42,400
Deferred (note 27) 20,951 72,933
Total tax charge for the period 117,005 115,333
DIVIDEND

The final dividend for the year ended 31 December 2020 of HK$0.15 per share, totaling
HK$543,731,000 (equivalent to RMB451,003,000), was approved by the Company’s shareholders at
the annual general meeting on 27 May 2021, among which HK$182,629,000 (equivalent to
RMB150,537,000) was distributed during the six months ended 30 June 2021, and the rest of which
was distributed on 19 July 2021.

A special dividend of HK$0.18 per share, totalling HK$633,746,000 was approved by the board of
directors on 23 January 2018. HK$547,505,000 of the dividend was subsequently distributed during
the year ended 31 December 2018 and the rest amount of HK$86,241,000 (equivalent to
RMB71,759,000) was recorded in “dividend payable” in the consolidated statement of financial
position as at 30 June 2021 and 31 December 2020.

The Board does not recommend the payment of any interim dividend for the six months ended 30
June 2021 (six months ended 30 June 2020: Nil).

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF
THE PARENT

The calculation of the basic earnings per share is based on the profit for the six months ended 30
June 2021 attributable to ordinary equity holders of the parent, and the weighted average number of
ordinary shares of 3,136,924,946 (six months ended 30 June 2020: 3,104,960,486) in issue during the
period.

The calculation of the diluted earnings per share amounts is based on the profit for the period
attributable to ordinary equity holders of the parent, adjusted to reflect the preferred distribution on
the convertible preference shares. The weighted average number of ordinary shares used in the
calculation is the number of ordinary shares in issue during the period, as used in the basic earnings
per share calculation and the weighted average number of ordinary shares assumed to have been
issued at no consideration on the deemed exercise or conversion of all dilutive potential ordinary
shares into ordinary shares.
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NOTES TO INTERIM CONDENSED CONSOLIDATED

FINANCIAL INFORMATION (

30 June 2021

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF
THE PARENT (continued)

For the six months ended

30 June
2021 2020
RMB’000 RMB'000
(Unaudited) (Unaudited)
Profit
Profit attributable to ordinary equity holders of the parent, used in
the basic earnings per share calculation 811,089 639,705
Preferred distribution to the convertible preference shares 40 44

Profit attributable to ordinary equity holders of the parent, used in
the diluted earnings per share calculation 811,129 639,749

Number of shares

30 June 30 June
2021 2020
(Unaudited) (Unaudited)
Shares
Weighted average number of ordinary shares in issue during the
period used in the basic earnings per share calculation 3,136,924,946 3,104,960,486
Effect of dilution — convertible preference shares 479,781,034 479,781,034
Effect of dilution — share options and share awards 22,802,000 35,972,440
Weighted average number of ordinary shares used in the diluted
earnings per share calculation 3,614,289,230 3,620,713,960

PROPERTY, PLANT AND EQUIPMENT

30 June 31 December

2021 2020

RMB’000 RMB'000

(Unaudited) (Audited)

Carrying amount at 1 January 2,591,455 2,413,167
Additions 576,838 455,973
Acquisition of a subsidiary (note 31) 873 —
Disposals (5,969) (54,613)
Depreciation provided during the period/year (note 5) (112,774) (223,072)
Carrying amount at 30 June/31 December 3,050,423 2,591,455

Certificates of ownership in respect of buildings of the Group with a net carrying amount of
approximately RMB51,654,000 as at 30 June 2021 (31 December 2020: RMB53,082,223) have not yet
been issued by the relevant PRC authorities. The Group is in the process of obtaining the relevant
certificates.
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NOTES TO INTERIM CONDENSED CONSOLIDATED

€< FINANCIAL INFORMATION

30 June 2021

11. LEASES

The Group as a lessee

The Group has lease contracts for lands, buildings, machinery and offices used in its operations. Lump
sum payments were made upfront to acquire the leased land from the owners with lease periods of
50 years, and no ongoing payments will be made under the terms of these land leases. Lease of the
buildings, machinery and offices generally have lease terms of 12 months or less. Generally, the Group
is restricted from assigning and subleasing the leased assets outside the Group.

(a) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets and the movements during the period

are as follows:

Leasehold

land Buildings Total
RMB’'000 RMB’'000 RMB'000
As at 1 January 2020 (Audited) 1,023,422 3,314 1,026,736
Transferred from non-current prepayments 138,857 — 138,857
Depreciation charge (22,659) (3,314) (25,973)

As at 31 December 2020 and 1 January 2021
(Audited) 1,139,620 — 1,139,620
Depreciation charge (13,676) — (13,676)
As at 30 June 2021 (Unaudited) 1,125,944 — 1,125,944
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NOTES TO INTERIM CONDENSED CONSOLIDATED

FINANCIAL INFORMATION (

30 June 2021

11. LEASES (continued)

The Group as a lessee (continued)

(b) Lease liabilities

(9]

The carrying amount of lease liabilities (included under interest-bearing
borrowings) and the movements during the period are as follows:

bank and other

31 December

2020

RMB’000

(Audited)

Carrying amount at 1 January 3,391
New leases -
Accretion of interest recognised during the year 86
Payments (3,477)

Carrying amount at 30 June/31 December

None of lease liabilities should be recognised on 30 June 2021.

The amounts recognised in profit or loss in relation to leases are as follows:

The carrying amount of lease liabilities (included under interest-bearing
borrowings) and the movements during the period are as follows:

bank and other

For the six months ended
30 June

2021 2020

RMB’000 RMB’'000

(Unaudited) (Unaudited)

Depreciation charge of right-of-use assets 13,676 12,986

Interest charge on lease liabilities = 63
Expense relating to short-term leases and other leases with

remaining lease terms ended on or before 30 June (note 5) 1,675 4,637

Total amount recognised in profit or loss 15,351 17,686
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NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

30 June 2021

11. LEASES (continued)

The Group as a lessor

The Group leases certain area of land which was classified as right-of-use assets and office buildings,
and machinery which was classified as property, plant and equipment under operating lease
arrangements. The terms of the leases generally require the tenants to pay security deposits. Rental
income recognised by the Group during the six months was RMB4,220,000 (six months ended 30
June 2020: RMB4,745,000), details of which are included in note 4 to the interim condensed

consolidated financial statements.

At the end of the reporting period, the undiscounted lease payments receivable by the Group in future
periods under non-cancellable operating leases with its tenants are as follows:

30 June 371 December

2021 2020

RMB’000 RMB'000

(Unaudited) (Audited)

Within 1 year 6,814 8,666
After 1 year but within 2 years 3,344 5,581
After 2 years but within 3 years 400 1,000
10,558 15,247

The net carrying amounts of the Group’s assets held under operating leases included in the total

amounts of leasehold land, office buildings and machinery as at 30 June 2021
respectively (31

RMB17,741,000 and RMBS,243,000,
RMB17,799,000 and RMB9,679,000).

were nil,

December 2020: RMB24,050,000,

Sany Heavy Equipment International Holdings Company Limited

Interim Report 2021



NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION (

30 June 2021

12. GOODWILL

30 June 31 December

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

Carrying amount at 30 June/31 December 1,129,520 1,129,520

13. INVENTORIES

30 June 31 December

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

Raw materials 478,223 572,953
Work in progress 504,646 594,717
Finished goods 863,468 758,991
1,846,337 1,926,661

Less: Provision against slow-moving and obsolete inventories (62,377) (105,859)
1,783,960 1,820,802

14. PROPERTIES UNDER DEVELOPMENT

30 June 31 December

2021 2020

RMB’000 RMB’000

(Unaudited) (Audited)

Carrying amount as at 1 January 883,852 760,002
Additions 72,153 123,850
Carrying amount as at 30 June/31 December 956,005 883,852

No impairment/reversal of impairment was recognised in the interim condensed consolidated statement
of profit or loss for the six months ended 30 June 2021 (six months ended 30 June 2020: Nil).

All properties under development are situated in Mainland China.
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NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

30 June 2021

15. TRADE AND BILLS RECEIVABLES

30 June 31 December

2021 2020

RMB’000 RMB’000

(Unaudited) (Audited)

Trade receivables 4,707,151 3,973,124
Impairment (393,965) (424,209)
4,313,186 3,548,915

Less: Trade receivables due after one year (278,972) (261,116)
4,034,214 3,287,799

Bills receivable 519,897 595,116

The Group generally requires its customers to make payments at various stages of the sales
transactions, however, the Group grants certain credit periods to old customers with a good payment
history. The credit periods of individual customers are considered on a case-by-case basis and are set
out in the sales contracts, as appropriate. The Group seeks to maintain strict control over its
outstanding receivables. Overdue balances are reviewed regularly by senior management. At the end of
the reporting period, the Group had a certain concentration of credit risk as 6% (31 December 2020:
6%) of the Group's trade receivables were due from a single third party customer, including a group
of entities which are known to be under common control with that customer. Included in the trade
receivables was an amount due from fellow subsidiaries in aggregate of RMB531,061,000 as at 30
June 2021 (31 December 2020: RMB355,709,000) for sales of products by the Group, which
accounted for 11% (31 December 2020: 9%) of the Group’s trade receivables at the end of the
reporting period. Trade receivables are non-interest-bearing.
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FINANCIAL INFORMATION (

30 June 2021

15. TRADE AND BILLS RECEIVABLES (continued)

An ageing analysis of the trade receivables as at the end of the reporting period, based on the invoice
date and net of loss allowance, is as follows:

30 June 31 December

2021 2020

RMB'000 RMB’000

(Unaudited) (Audited)

Within 180 days 2,820,301 2,107,968
181 to 365 days 1,018,950 985,333
1 to 2 years 319,002 384,728
2 to 3 years 133,555 61,935
Over 3 years 21,378 8,951

4,313,186 3,548,915

The movements in the loss allowance for impairment of trade receivables are as follows:

30 June 31 December

2021 2020

RMB’000 RMB’000

(Unaudited) (Audited)

At 1 January 424,209 564,151
Acquisition of a subsidiary (note 31) 1,183 —
Reversal of impairment losses, net (note 5) (19,995) (72,524)
Amount written off as uncollectible (11,432) (67,418)
At 30 June/31 December 393,965 424,209

An impairment analysis is performed at each reporting date using a provision matrix to measure
expected credit losses. The provision rates are based on days past due for groupings of various
customer segments with similar loss patterns (i.e., by geographical region, product type, customer type,
and coverage of credit insurance). The calculation reflects the probability-weighted outcome, the time
value of money and reasonable and supportable information that is available at the reporting date
about past events, current conditions and forecasts of future economic conditions. Generally, trade
receivables are written off if past due for more than one year and are not subject to enforcement
activity.
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NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

30 June 2021

15. TRADE AND BILLS RECEIVABLES (continued)

Bills receivable have been classified as financial assets at fair value through other comprehensive
income. The maturity profile of the bills receivable of the Group as at the end of the reporting period
is as follows:

30 June 31 December

2021 2020

RMB’000 RMB'000

(Unaudited) (Audited)

Within six months 352,399 456,376
Over six months 167,498 138,740
519,897 595,116

Included in the bills receivable was an amount of RMB140,770,000 as at 30 June 2021 (31 December
2020: RMB118,034,000) which was pledged for the issuance of a letter of guarantee.

None of the amount included in the bills receivable as at 30 June 2021 (31 December 2020:
RMB3,900,000) was endorsed to fellow subsidiaries for purchasing raw materials by the Group.

Transferred financial assets that are not derecognised in their entirety

At 30 June 2021 the Group endorsed certain bills receivable accepted by banks in Mainland China
(the “Endorsed Bills”) with a carrying amount of RMB111,756,000 (31 December 2020:
RMB183,465,000) to certain of its suppliers in order to settle the trade payables due to such suppliers
(the “Endorsement”). In the opinion of the directors, the Group has retained the substantial risks and
rewards, which include default risks relating to such Endorsed Bills, and accordingly, it continued to
recognise the full carrying amounts of the Endorsed Bills and the associated trade payables settled.
Subsequent to the Endorsement, the Group did not retain any rights on the use of the Endorsed Bills,
including the sale, transfer or pledge of the Endorsed Bills to any other third parties. The aggregate
carrying amount of the trade payables settled by the Endorsed Bills during the period to which the
suppliers have recourse was RMB111,756,000 (31 December 2020: RMB183,465,000) as at 30 June
2021.

Transferred financial assets that are derecognised in their entirety

At 30 June 2021, the Group endorsed certain bills receivable accepted by banks in Mainland China
(the "Derecognised Bills”) to certain of its suppliers in order to settle the trade payables due to such
suppliers with a carrying amount in aggregate of RMB369,680,000 (31 December 2020:
RMB464,930,000). The Derecognised Bills had a maturity of one to six months at the end of the
reporting period. In accordance with the Law of Negotiable Instruments in the PRC, the holders of the
Derecognised Bills have a right of recourse against the Group if the PRC banks default (the
“Continuing Involvement”). In the opinion of the Directors, the Group has transferred substantially all
risks and rewards relating to the Derecognised Bills. Accordingly, it has derecognised the full carrying
amounts of the Derecognised Bills and the associated trade payables. The maximum exposure to loss
from the Group’s Continuing Involvement in the Derecognised Bills and the undiscounted cash flows to
repurchase these Derecognised Bills is equal to their carrying amounts. In the opinion of the directors,
the fair values of the Group’s Continuing Involvement in the Derecognised Bills are not significant.
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16. CONTRACT ASSETS

30 June 31 December

2021 2020
RMB’000 RMB'000
(Unaudited) (Audited)

Contract assets arising from:
Sale of industrial products 86,014 41,544
Impairment (1,563) (755)
84,451 40,789

Contract assets are initially recognised for revenue earned from the sale of industrial products as the
receipt of consideration is conditional on successful assurance during the warranty periods. When
passing the warranty periods, the amounts recognised as contract assets are reclassified to trade
receivables. The increase in contract assets in 2021 was the result of the increase of sales contracts
with payment terms relating to the guarantee deposits.

During the period ended 30 June 2021, RMB808,000 was recognised as an allowance for expected
credit losses on contract assets. The Group's trading terms and credit policy with customers are
disclosed in note 15 to the financial statements.

The expected timing of recovery or settlement for contract assets as at 30 June 2021 or 31 December
2020 is as follows:

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

Within one year 14,507 19,517
After one year 69,944 21,272
Total contract assets 84,451 40,789

The movements in the loss allowance for impairment of contract assets are as follows:

2021 2020

RMB’000 RMB'000

(Unaudited) (Audited)

At beginning of period 755 —
Impairment losses, net (note 5) 808 755
At end of period 1,563 755

An impairment analysis is performed at each reporting date using a provision matrix to measure
expected credit losses. The provision rates for the measurement of the expected credit losses of the
contract assets are based on those of the trade receivables as the contract assets and the trade
receivables are from the same customer bases. The provision rates of contract assets are based on days
past due of trade receivables for groupings of various customer segments with similar loss patterns
(i.e., by geographical region, product type, customer type and rating, and coverage by letters of credit
or other forms of credit insurance). The calculation reflects the probability-weighted outcome, the time
value of money and reasonable and supportable information that is available at the reporting date
about past events, current conditions and forecasts of future economic conditions.
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17. PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

30 June 31 December

2021 2020

RMB’000 RMB'000

(Unaudited) (Audited)

Non-current prepayments 9,650 9,650
Current assets:

Prepayments 256,422 131,371

Deposits and other receivables 249,378 130,882

Loans to related parties 280,000 100,000

Loans to third parties 51,586 53,933

Gross balance 837,386 416,186

Impairment allowance (57,299) (57,146)

780,087 359,040

Non-current prepayments represent prepayments for the acquisition of land.

No amount included in the current prepayments was due from fellow subsidiaries as at 30 June 2021
(31 December 2020: Nil) for purchasing raw materials by the Group.

Deposits and other receivables mainly represent deposits with suppliers. The expected credit losses are
estimated by applying a loss rate approach with reference to the historical loss record of the Group.
The loss rate is adjusted to reflect the current conditions and forecasts of future economic conditions,
as appropriate. The loss rate applied as at 30 June 2021 was 2.7% (31 December 2020: 3.0%).

Loans to related parties of RMB280,000,000 as at 30 June 2021 (31 December 2020:
RMB100,000,000) are unsecured, bear interest at rates of 4.2% per annum (31 December 2020:
3.85%) and repayable in 2021. There was no recent history of default and past due amounts for the
balances. As at 30 June 2021 and 31 December 2020, the loss allowance was assessed to be
minimal.

Loans to third parties of RMB908,000 as at 30 June 2021 (31 December 2020: RMB756,000) are
unsecured, repayable within one year and bear interest at the prevailing market rate. As at 30 June
2021 and 31 December 2020, except for the default receivables, the Group assessed the expected loss
rate for the rest to be minimal.
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FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

30 June 31 December

2021 2020
RMB’000 RMB’'000
(Unaudited) (Audited)
Unlisted investments
Financial investments at fair value through profit or loss 3,232,485 4,023,670

The above unlisted investments were wealth management products issued by banks, trusts and funds
in Mainland China. They were mandatorily classified as financial assets at fair value through profit or
loss as their contractual cash flows are not solely payments of principal and interest.

CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

30 June 31 December

2021 2020

RMB’000 RMB’000

(Unaudited) (Audited)

Cash and bank balances 1,156,028 397,234

Time deposits 694,001 544,672

1,850,029 941,906

Less: Pledged time deposits for banking facilities (1) (455)

Cash and cash equivalents 1,850,028 941,451
Cash and cash equivalents, and pledged deposits denominated in

— RMB 1,530,379 879,075

— Hong Kong dollar (“HK$") 55,029 24,300

— United States dollars (“US$") 260,786 37,751

— Euro (“EUR") 3,835 235

— Australian dollar ("AUD") = 545

1,850,029 941,906

At the end of the reporting period, the cash and bank balances of the Group were denominated in
RMB, HK$, US$, and EUR. The RMB is not freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange business.

Pledged bank deposits represent balances pledged to banks for the issuance of the Group’s bills
payable and letters of credit.
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19. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS (continued)

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

At 30 June 2021, bank balances of RMB680,000,000 (31 December 2020: RMB230,000,000) are
deposited in Sanxiang Bank, a related company of the Group.

20. TRADE AND BILLS PAYABLES

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

30 June 31 December

2021 2020

RMB’000 RMB'000

(Unaudited) (Audited)

Within 30 days 1,831,233 1,057,094
31 to 90 days 697,662 884,439
91 to 180 days 791,839 724,199
181 to 365 days 51,362 150,052
Over 1 year 81,175 76,795
3,453,271 2,892,579

The trade payables are non-interest-bearing and are normally with credit terms of 30 to 120 days.
The bills payable are normally due within 180 days.
Included in the trade and bills payables was an amount due to fellow subsidiaries in aggregate of

RMB105,259,000 as at 30 June 2021 (31 December 2020: RMB1,463,131,000) for purchasing raw
materials by the Group.
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BONDS PAYABLE

30 June 2021

30 June 371 December
2021 2020
RMB’000 RMB’'000

Bonds payable, unsecured
Carrying amount at 1 January 499,655 —
Nominal value of bonds issued during the period/year — 500,000
Redemption (500,000) —
Direct transaction costs = (563)
Interest expense 345 218
Carrying amount at 30 June/31 December = 499,655

On 6 May 2020, the Group registered its super & short-term commercial paper (the “SCP")
amounting to RMB1 billion with the National Association of Financial Market Institutional Investors,

which will be valid for a period of two years.

On 14 September 2020, the Group issued the first tranche of the SCP with a total

principal amount

of RMB500,000,000 in the national inter-bank market in Mainland China, at an interest rate of 3.35%
and with a maturity period of 270 days. The related commissions amounting to RMB562,500 have

been paid and netted off against the cash proceeds.

On 11 June 2021, the SCP of a total principal amount of RMB500,000,000 has been fully paid off by

the Group.

OTHER PAYABLES AND ACCRUALS

30 June 31 December

2021 2020

RMB’000 RMB’000

Notes (Unaudited) (Audited)

Contract liabilities (a) 1,441,458 947,632

Other payables (b) 762,009 733,487

Accruals 44,872 60,945
Deposits received for a disposal group classified

held for sale 32 = 175,433

2,248,429 1,917,497

Sany Heavy Equipment International Holdings Company Limited

Interim Report 2021

59



@

60

NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

30 June 2021

22. OTHER PAYABLES AND ACCRUALS (continued)

23.

(a)

Details of contract liabilities are as follows:

30 June 31 December

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

Sales of industrial products 1,441,458 947,632

Contract liabilities include short-term advances received to deliver industrial products. The
increase in contract liabilities in the current period was mainly due to the increase in short-term
advances received from customers in relation to the delivery of industrial products at the end of
the period.

Included in the contract liabilities was an amount of RMB643,981,000 as at 30 June 2021 (31
December 2020: RMB198,553,000) payable to a fellow subsidiary for the purchase of products.

Other payables are non-interest-bearing and are due within one year.
Included in the other payables was an amount due to fellow subsidiaries in aggregate of

RMB284,420,487 as at 30 June 2021 (31 December 2020: RMB294,170,000), which is
non-interest-bearing and is repayable on demand.

INTEREST-BEARING BANK AND OTHER BORROWINGS

30 June 2021 31 December 2020
(Unaudited) (Audited)
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB’000
Current
Bank loans
— secured = = = 3.00 2021 507,969
Bank loans
— unsecured 1.13-3.55 2021-2022 1,407,576 1.14-3.70 2021 1,637,143
1,407,576 2,145,112
Non-current
Bank loans
— unsecured 2.92-3.50 2023 1,865,601 2.92-3.40 2023 492,754
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INTEREST-BEARING BANK AND OTHER BORROWINGS (continued)

30 June 31 December

2021 2020
RMB’000 RMB'000
(Unaudited) (Audited)
Analysed into:
Bank loans repayable:
Within one year 1,407,576 2,145,112
In the second year 1,566,348 492,754
In the third to fifth years, inclusive 299,253 —

3,273,177 2,637,866

(a)

(b)

As at 30 June 2021, none of financial assets at fair value through profit or loss has been pledged
for the Group’s bank loans at the end of the reporting period.

As at 31 December 2020, financial investments at fair value through profit or loss of
RMB300,000,000 and RMB250,000,000 have been pledged for the Group’s bank loans of
RMB300,000,000 from The Export-Import Bank of China and RMB207,968,583 from Industrial
Bank Co., Ltd. at the end of the reporting period, respectively.

As at 30 June 2021, Sany Group Co., Ltd. has guaranteed certain of the Group’s bank loans up
to RMB2,684,918,000 as at the end of the reporting period (31 December 2020:
RMB1,513,722,000).

Except for the unsecured bank loan of RMB511,256,000 which are denominated in US$, all
borrowings are in RMB (31 December 2020: RMB775,051,000).

Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

61



=, NOTES TO INTERIM CONDENSED CONSOLIDATED
€ FINANCIAL INFORMATION

30 June 2021

24. PROVISION FOR WARRANTIES

30 June 31 December

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

At 1 January 32,009 32,496
Additional provision (note 5) 34,230 32,009
Amount utilised during the period/year (7.658) (16,839)
Reversal of unutilized amounts (note 5) (27,602) (15,657)
At 30 June/31 December 30,979 32,009

The Group provides warranties (one year for coal machinery, and the earlier of two years and 4,000
hours during usage for logistics equipment) for repair and maintenance of the products sold to its
customers. The amount of the warranty provision is estimated based on the sales volume and past
experience of the level of repairs and returns. The estimation basis is reviewed on an ongoing basis
and revised when appropriate.

25. GOVERNMENT GRANTS

30 June 31 December

2021 2020

RMB’000 RMB’'000

(Unaudited) (Audited)

At 1 January 1,201,610 1,289,373

Received during the period/year 68,636 112,265

Acquisition of a subsidiary (note 31) 19,473 —
Released to the statement of profit or loss during the period/year

(note 4) (149,770) (200,028)

At 30 June/31 December 1,139,949 1,201,610

Current portion (107,763) (96,164)

Non-current portion 1,032,186 1,105,446

Government grants have been received for the purchase of certain items of property, plant and
equipment or finance of research and development projects. There are no unfulfilled conditions or
contingencies attached to these grants.
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26. DERIVATIVE FINANCIAL INSTRUMENTS

27.

NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION (

30 June 2021

31 December

30 June 2021 2020

Assets Liabilities Liabilities

RMB’000 RMB’000 RMB’000

(Unaudited) (Unaudited) (Unaudited)

Forward currency contracts 369 — —
Interest rate swaps — 7,037 5,407

The interest rate swaps are not designated for hedge purposes and are measured at fair value through
profit or loss. Changes in the fair value of forward currency contracts amounting to RMB369,000 (six
months ended 2020: nil) and non-hedging interest rate swaps amounting to RMB1,089,000 (six
months ended 2020: RMB393,000) were charged to the interim condensed consolidated statement of

profit or loss during the period.

DEFERRED TAX

Deferred tax assets

Losses
available for
offsetting
against
Deductible future
temporary taxable
differences profits Total
RMB'000 RMB’'000 RMB’'000
At 1 January 2020 (Audited) 345,955 2,539 348,494
Charged to the consolidated statement of
profit or loss (50,730) (2,179) (52,909)
At 31 December 2020 and 1 January 2021
(Audited) 295,225 360 295,585
(Charged)/credited to the interim condensed
consolidated statement of profit or loss (note 7) (17,631) 3,049 (14,582)
At 30 June 2021 (Unaudited) 277,594 3,409 281,003
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B N
27. DEFERRED TAX (continued)
Deferred tax liabilities
Fair value Fair value
adjustments adjustments Depreciation
arising from arising from allowance in
financial Withholding  acquisition excess of
assets at fair taxes on of related
value dividend subsidiaries depreciation Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 1 January 2020 (Audited) 2,982 32,924 1,333 — 37,239
Charged/(credited) to the
consolidated statement of
profit or loss 8,164 11,475 (29) 11,748 31,358
At 31 December 2020 and
1 January 2021 (Audited) 11,146 44,399 1,304 11,748 68,597
Acquisition of a subsidiary
(note 31) — — 5,061 — 5,061
(Credited)/charged to the interim
condensed consolidated
statement of profit or loss
(note 7) (3,388) 9,329 (15) 443 6,369
At 30 June 2021 (Unaudited) 7,758 53,728 6,350 12,191 80,027

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends
declared to foreign investors from the foreign investment enterprises established in Mainland China.
The requirement is effective from 1 January 2008 and applies to earnings after 31 December 2007. A
lower withholding tax rate may be applied if there is a tax treaty between Mainland China and the
jurisdiction of the foreign investors. For the Group, the applicable rate is 5%. The Group is therefore
liable for withholding taxes on dividends distributed by those subsidiaries established in Mainland
China in respect of earnings generated from 1 January 2008. As at 30 June 2021, the Group has not
recognised deferred tax liabilities of RMB125,365,000 (31 December 2020: RMB103,159,000) in respect
of temporary differences relating to the unremitted profits of subsidiaries amounting to
RMB2,507,294,000 (31 December 2020: RMB2,063,170,000), that would be payable on the
distribution of these retained profits as the Company controls the dividend policy of these subsidiaries
and it is probable that these profits will not be distributed in the foreseeable future.

There are no income tax consequences attaching to the payment of dividends by the Company to its
shareholders.
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28. SHARE CAPITAL

30 June 31 December

2021 2020
HK$'000 HK$'000
(Unaudited) (Audited)
Authorised:
4,461,067,880 (31 December 2020: 4,461,067,880) ordinary shares
of HK$0.10 each 446,107 446,107
538,932,120 (31 December 2020: 538,932,120) convertible
preference shares of HK$0.10 each 53,893 53,893
Total authorised capital 500,000 500,000
Issued and fully paid:
3,145,904,000 (31 December 2020: 3,125,981,250) ordinary shares
of HK$0.10 each 314,590 312,598
479,781,034 (31 December 2020: 479,781,034) convertible
preference shares of HK$0.10 each 47,978 47,978
Total issued and fully paid capital 362,568 360,576
Equivalent to RMB'000 311,378 309,707

On 19 December 2014, the Company issued 479,781,034 convertible preference shares (“CPS") of
HK$0.10 each at an issue price of HK$2.009 per share. Each CPS is convertible into one ordinary
share of the Company at any time after issuance (subject to standard anti-dilution adjustments) and
has the same right to receive dividends and other distributions as ordinary shares. The CPS are
redeemable by the Company at any time after the third anniversary of the date of the issue of the
CPS at the issue price or the fair market value of the CPS, whichever the higher. The holders of CPS
are entitled to a preferred distribution at the rate of 0.01% per annum on the issue price.

A summary of movements in the Company’s share capital is as follows:

Number of Number of
convertible ordinary
shares shares Share capital
Equivalent to
HK$'000 RMB'000
At 31 December 2020 479,781,034 3,125,981,250 360,576 309,707
Issue of shares (note) — 19,922,763 1,992 1,671
At 30 June 2021 479,781,034  3,145,904,013 362,568 311,378

Note:

During the six months ended 30 June 2021, 15,809,800 and 4,112,963 new ordinary shares were issued for the share
options exercised and the restricted stock units. Cash proceeds of HK$20,528,000 (equivalent to RMB17,228,000) were
received with no transaction costs borne by the Company, and related share option reserve of RMB8,274,000 was
transferred to share premium accordingly.

Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

T

65



=, NOTES TO INTERIM CONDENSED CONSOLIDATED
€ FINANCIAL INFORMATION

30 June 2021

29. SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for the purpose of providing incentives
and rewards to eligible participants who contribute to the success of the Group’s operations. Eligible
participants of the Scheme include the Company’s executive directors and other employees of the
Group. The share option under the Scheme were granted on 15 December 2017, 29 December 2017
and 14 November 2018 (the “Date of Grant”). The share options granted shall vest in the proposed
grantees in accordance with the timetable below, each with an exercise period commencing from the
relevant vesting date and ending 10 years after the date of grant (for this purpose, the date or each
such date on which the share options are to vest being hereinafter referred to as a “Vesting Date"),
unless otherwise cancelled or amended:

Percentage of
Vesting Date share options to vest

If the audited net profit of the Group for the year ended 31 December 50%
2018 has an increase of 20% or more as compared to that of the year
ended 31 December 2017 (“Target Performance "), starting from the
dispatch date of the Company’s 2018 annual report

If the audited net profit of the Group for the year ended 31 December 25%
2019 has an increase of 40% or more as compared to the audited net
profit of the year ended 31 December 2017 (“Target Performance I1"),
starting from the dispatch date of the Company’s 2019 annual
report?

If the audited net profit of the Group for the year ended 31 December 25%
2020 has an increase of 60% or more as compared to the audited net
profit of the year ended 31 December 2017 (“Target Performance "),
starting from the dispatch date of the Company’s 2020 annual
report®

Notes:

m If the Target Performance | is not achieved, then the 50% share options (the “First Tranche Options”) lapse in the
year of 2019;

@ If the Target Performance Il is not achieved, then the 25% share options (the “Second Tranche Options”) lapse in
the year of 2020;

@ If the Target Performance Il is not achieved, then the 25% share options (the “Third Tranche Options”) lapse in the
year of 2021.
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29. SHARE OPTION SCHEME (continued)

The following share options were outstanding under the Scheme during the period:

For the six months Year ended
ended 30 June 2021 31 December 2020
Number of Number of
Price options Price options
HK$ HK$
At 1 January 1.32 38,487,500 1.32 69,000,000
Exercised during the period/year 1.31 (15,809,800) 1.33 (25,218,750)
Forfeited during the period/year 1.28 (2,682,500) 1.28 (5,293,750)
At 30 June/31 December 1.33 19,995,200 1.32 38,487,500

The exercise prices and exercise periods of the share options outstanding as at the end of the
reporting period are as follows:

30 June 2021

Number of options Exercise price per share Exercise period
HK$
17,855,200 1.22 15-12-2017 to 15-3-2021
380,000 1.71 29-12-2017 to 15-3-2021
1,760,000 2.30 14-11-2018 to 31-3-2021
19,995,200

31 December 2020

Number of options Exercise price per share Exercise period
HK$
34,590,000 1.22 15-12-2017 to 15-3-2021
580,000 1.71 29-12-2017 to 15-3-2021
3,317,500 2.30 14-11-2018 to 31-3-2021
38,487,500

There were 19,995,200 (31 December 2020: 38,487,500) share options outstanding which were all
exercisable as at 30 June 2021.

The Group recognised a share option expense of RMB915,000 (six months end 2020: RMB4,602,000)
during the period.
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29. SHARE OPTION SCHEME (continued)

The fair value of equity-settled share options granted during the period was estimated as at the date
of grant using the binomial option pricing model, taking into account the terms and conditions upon
which the options were granted. The following table lists the inputs to the model used:

Granted on Granted on Granted on

15 December 29 December 14 November

2017 2017 2018

Dividend yield (%) 2.18 1.58 7.83
Expected volatility (%) 46.45 46.72 43.21
Historical volatility (%) 46.45 46.72 43.21
Risk-free interest rate (%) 2.22 2.28 3.02
Expected life of options (year) 10 10 10
Weighted average share price (HK$ per share) 1.22 1.71 2.30

The expected life of the options is not necessarily indicative of the exercise patterns that may occur.
The expected volatility reflects the assumption that the historical volatility is indicative of future trends,
which may also not necessarily be the actual outcome.

30. SHARE AWARD SCHEME

The Company operates a restricted share award scheme (the “Share Award Scheme”) for the purpose
of recognition and reward the contribution of the grantees to the Group’'s development and to
maintain long-term stability of the core management team so as to enhance the Group’s
competitiveness and sustain the Group’s future development. Eligible participants of the Share Award
Scheme include the Company’s executive directors and other employees of the Group. The Share
Award Scheme became effective on 18 December 2020 (the “Date of Grant”) and the share awards
granted shall vest in the proposed grantees in accordance with the timetable below:

Number of restricted shares Percentage of restricted share

Vesting date involved to vest
18 March 2021 1,048,412 20%
18 March 2022 1,048,412 20%
18 March 2023 1,048,412 20%
18 March 2024 1,048,412 20%
18 March 2025 1,048,551 20%

5,242,199 100%
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30. SHARE AWARD SCHEME (continued)

31.

The following shares award were outstanding during the period:

Period ended
30 June 2021

Number of

shares award

At 1 January 2021 5,239,654
Vested during the period (1,041,605)
Lapsed during the period (98,936)
30 June 2021 4,099,113

The fair value of the share awards granted was HK$27,679,000 (HK$5.28 per share) (equivalent to
RMB23,321,000) at the grant date, of which the Group recognised a share award expense of
HK$6,225,000 (equivalent to RMB5,185,000) (2020: RMB868,000) during the period ended 30 June
2021.

BUSINESS COMBINATION

On 26 January 2021, the Group acquired a 70% interest in Sany Construction Robot (XIAN) Research
Institute Co., Ltd. from Sany Construction Technology Co., Ltd., a fellow subsidiary of the Company.
Sany Construction Robot (XIAN) Research Institute Co., Ltd. is engaged in research and development of
robots and automation equipment which could be applied to the processes of smart production lines.
The acquisition was made as part of the Group's strategy to employ the technologies owned by Sany
Construction Robot (XIAN) Research Institute Co., Ltd. in its own production to expand its business
scope and to broaden revenue sources of the Group and increase earnings of the Group. The
purchase consideration for the acquisition was in the form of cash, with RMB17,822,000 paid on 29
January 2021.
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31. BUSINESS COMBINATION (continued)

The fair values of the identifiable assets and liabilities of Sany Construction Technology Co., Ltd. as at
the date of acquisition were as follows:

Fair value

recognised

on

acquisition

RMB'000

Property, plant and equipment (note 10) 873

Intangible assets 20,248

Trade receivables 22,477

Prepayments, other receivables and other assets 70,493

Cash and cash equivalents 7

Trade and bills payables (11,726)

Other payables and accruals (52,378)

Government grants (note 25) (19,473)

Deferred tax liabilities (note 27) (5,061)

Total identifiable net assets at fair value 25,460

Non-controlling interests (7,638)

Satisfied by cash 17,822
An analysis of the cash flows in respect of the acquisition of a subsidiary is as follows:

RMB’'000

Cash consideration (17,822)

Cash and bank balances acquired 7

Net outflow of cash and cash equivalents included in cash flows from
investing activities (17,815)

Since the acquisition, Sany Construction Robot (XIAN) Research Institute Co., Ltd. contributed
RMB59,002,000 to the Group's revenue and RMB13,359,000 to the consolidated profit for the period
ended 30 June 2021.

Had the combination taken place at the beginning of the period, the revenue from continuing
operations of the Group and the profit of the Group for the period would have been RMB62,481,000
and RMB15,738,000, respectively.
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32. DISPOSAL OF A DISPOSAL GROUP CLASSIFIED AS HELD FOR SALE

In the second half of 2018, Sany Heavy Equipment, a directly wholly-owned subsidiary of the
Company, entered into an equity transfer agreement (the”Equity Transfer Agreement”) with Xinjiang
Xing Ao Investment Co., Ltd. (“Xing Ao Investment”) to dispose of Xinjiang Sany, an indirectly wholly-
owned subsidiary of the Company, which remained dormant in prior years. Pursuant to the Equity
Transfer Agreement, Sany Heavy Equipment agreed to sell a 100% equity interest in Xinjiang Sany to
Xing Ao Investment for a total consideration of RMB177,400,000, among which RMB1,967,000 would
be retained as a guarantee deposit. Cash considerations of RMB97,433,000, RMB38,000,000 and
RMB40,000,000 were received by Sany Heavy Equipment in 2018, 2019 and 2020, respectively. The
transaction was completed on 30 June 2021 as all conditions precedent pursuant to the Equity
Transfer Agreement, including but not limited to the full settlement of the consideration, the
shareholder information update in the business licence and the physical handover, had been fulfilled.

On disposal
date
RMB'000
Net assets disposed of:
Right-of-use assets 67,250
Deferred tax assets 16,991
Cash and bank balances 3
Other payables (4,101)
Government grants (75,300)
Tax payable (1,815)
3,028
Gain on disposal of a disposal group classified as held for sale (“the Disposal”)
(note 5) 172,405
175,433
Satisfied by:
Cash 175,433

An analysis of the net inflow of cash and cash equivalents in respect of the Disposal is as follows:

RMB’000
Cash consideration received in 2018 97,433
Cash consideration received in 2019 38,000
Cash consideration received in 2020 40,000

175,433
Cash and bank balances disposed of in 2021 (3)
Net inflow of cash and cash equivalents in respect of the Disposal 175,430
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33. FINANCIAL GUARANTEE CONTRACTS

At the end of the reporting period, the financial guarantee contracts not provided for in the financial
information were as follows:

2021 2020
Notes RMB’000 RMB’000

Guarantees given to financial institutions in

connection with loans granted to customers (a) 18,210 20,448
Guarantees given to the finance lease companies in

connection with the unsettled lease amounts due from

customers (b)/() 980,929 981,511
999,139 1,001,959
(@) Hunan Sany Port Equipment enters into sale agreements with end-user customers directly for the

(b)

sale of logistics equipment. The end-user customers enter into equipment mortgage loan
agreements with financial institutions to obtain funding to pay for the port equipment, using the
port equipment as collateral. As the seller, Hunan Sany Port Equipment is usually required to
enter into a separate agreement with financial institutions under which it has the obligation to
repay the outstanding loan from the relevant financial institutions if the end-user customers
default loan repayments.

Hunan Sany Port Equipment sells logistics equipment directly to end-user customers and the
end-user customers can seek assistance from two fellow subsidiaries of the Group, Kangfu
Leasing and Hunan Zhonghong Financial Leasing Co., Ltd (“Hunan Zhonghong”), to obtain
financing from certain third party finance lease companies (the “Leasing Companies”).

In addition, Hunan Sany Port Equipment, the Leasing Companies and Kangfu Leasing or Hunan
Zhonghong entered into an agreement (the “Agreement”) and pursuant to the terms of the
Agreement:

o Kangfu Leasing or Hunan Zhonghong and Hunan Sany Port Equipment are obliged to pay
to the Leasing Companies if the end-user customers default on repayments to the Leasing
Companies in the manner as specified in the Agreement; and

o Hunan Sany Port Equipment is obliged to repurchase the unsettled leased amounts due by
the end-user customers to the Leasing Companies, if the above parties do not fulfil their
obligations in the manner as specified in the Agreement. Under such circumstances, Hunan
Sany Port Equipment is also liable for the costs and related expenses.

Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

= e



33.

34,

NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION (

30 June 2021

FINANCIAL GUARANTEE CONTRACTS (continued)

() Sany Heavy Equipment enters into an agreement with Kangfu Leasing or Hunan Zhonghong to
which Sany Heavy Equipment agrees to:

o either sell the equipment to Kangfu Leasing or Hunan Zhonghong for leasing to lessees or
sell the equipment to the lessees who will then on-sell the equipment to Kangfu Leasing or
Hunan Zhonghong for leasing back to lessees; and

o provide a financial guarantee to Kangfu Leasing or Hunan Zhonghong in favour of the lessees
in respect of the leasing of the equipment by Kangfu Leasing or Hunan Zhonghong and
repurchase the equipment under certain circumstances.

The sales of equipment to Kangfu Leasing were RMB342,147,000 from January 2021 to June 2021.

The sales of equipment to Kangfu Leasing and Hunan Zhonghong were RMB656,452,000 and
RMB138,387,000 respectively in 2020.

In the opinion of the Directors, the fair values of the financial guarantee contracts above are
insignificant at initial recognition and the Directors consider that the probability of defaults by most of

the parties involved is remote, and accordingly, no provision has been made at the inception of the
guarantee contracts and at the end of 30 June 2021.

COMMITMENTS

The Group had the following capital commitments as at the end of the reporting period:

30 June 31 December

2021 2020
RMB’000 RMB'000
(Unaudited) (Audited)

Contracted, but not provided for:
Buildings 510,757 212,608
Plant and machinery 353,989 1,625,730
864,746 1,838,338
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35. RELATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere in this financial information, the Group had the
following transactions with related parties during the period:

(1) Recurring transactions

For the six months ended

30 June
2021 2020
RMB’000 RMB’000

Notes (Unaudited) (Unaudited)

Sales of products to :

Sany America Inc. (= —3E) (&) 121,489 106,106
Sany Heavy Machinery Co., Ltd.

(=—ERERRQA) (D&(v) 103,226 —
PT.SANY INDONESIA MACHINERY

(BNEERE=—#WERAT) (&(v) 93,157 34,266
Sany Heavy Industry India Pvt Ltd (= —El[E) (&) 70,320 4,375
Suote Transmission Equipment Co., Ltd.

(REEHRBEAERLF) (&) 64,429 —
Sany Automobile Manufacturing Co., Ltd.

(Z—ABREBRRAT) (&) 62,161 28,848
Sany International Development Limited.

(=—ERZERAERAR) (1)&) 47,717 69,469
Loudi Zhongxing Hydraulic Parts Co., Ltd.

(BEMHERBEMGHERQAF) (1)&(v) 32,603 —
Sny Europe GmbH (= —EUM) ()&(v) 25,099 50,664
Beijing Sany Technology Co., Ltd.

(ER=—BEMEAERAR) (&) 21,867 —
Sany Automobile Lifting Machinery Co., Ltd.

=SCAEREEMERAR) (&) 21,350 —
Hunan Sany Building Co., Ltd.

(HE=—RmEEEIEERLIE) ()&(v) 17,775 —
Shanghai Sany Heavy Machinery Co., Ltd.

(EB=—F#RMHER QA (&) 12,906 —
Zhejiang Sany Equipment Co., Ltd.

I=—RKEARRQF) ()&v) 12,527 —
Hunan Sany Zhongyi Machinery Co., Ltd.

(i =—"h R EmAR R R) (D&(V) 12,406 —
Loudi Zhongyuan New Material Co., Ltd.

(BEMHIRFTMEBRRAA) (D&(V) 9,836 —
Hunan Trinity Industrial Vocational and

Technical College (H1FI = — T 5 B ¥ K fi7 2 6%) (&(v) 5,221 —
Hunan Sany Tower Lifting Machinery Co., Ltd.

(HE=—BNREERMER T (D&(v) 5,057 —

74 Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

= e




NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION (

30 June 2021

35. RELATED PARTY TRANSACTIONS (continued)
(1) Recurring transactions (continued)

For the six months ended

30 June
2021 2020
RMB’000 RMB’'000

Notes (Unaudited) (Unaudited)

Sales of products to: (continued)

Sany Heavy Energy Equipment Co., Ltd.

=—ERARRAR) (1&(v) 4,924 126
Sany Auto Finance Co., Ltd.

(Z=—EEREARRAA) (i)&(v) 4,248 —
Hunan Sanyi Petroleum Technology Co., Ltd.

(R =—amR AR A7) (D&(v) 3,194 —
SANY SOUTHERN AFRICA (PTY) LTD.

(=Z—mEIEBERAQA) (1&(v) 2,894 —
Sany Special Purpose Vehicle Co., Ltd.

(=E—ERAEAREERA) (D&(v) 1,703 -
Hunan Sany Medium Lifting Machinery Co. Ltd.

(PRE=—FEEEEMERAR]) (&) 1,378 —
Sany Russia Co. Ltd. (BkZEHT=—BREE A A (&) 880 1,385
Hunan Sany Zhongyang Machinery Co., Ltd.

(AE=—FEERERQA) ()&V) 821 —
Changde Sany Machinery Co., Ltd.

(BrEm=—®WBRAF) (D&(v) 265 -
Sany Heavy Industry Co., Ltd.

(=Z=—EBIRMNAERAR) (1)&v) 231 5,906
Beijing Sany Technology Co., Ltd.

(ER=—BEMEARAR) ()&(v) — 30,978
Hunan Sany Intelligent Control Equipment Co., Ltd.

(=Bt REER QA (D&(v) — 2,816
Sany Special Purpose Vehicle Co., Ltd.

(=—EAREAREMELRA) (1)&v) — 2,434
Sany Group Co., Ltd. (Z—S&BAR A7) ()&(v) — 308
Sany Hong Kong Group Co., Ltd.

(Z=—BBEEEARRQF) (D&(V) — —
Others (&) 393 406

760,077 338,087
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35. RELATED PARTY TRANSACTIONS (continued)

(1) Recurring transactions (continued)

For the six months ended

30 June
2021 2020
RMB’000 RMB'000
Notes (Unaudited) (Unaudited)
Sales of raw materials to:
Sany Automobile Manufacturing Co., Ltd.

= -AREHERRRAR) (D&(v) 8,018 5,480
Sany Heavy Industry Co., Ltd.

(Z=—EBEIRMARRR) ()&V) 1,184 —
Sany South America Co., Ltd. (Z—FXAR A 7)) ()&(v) 524 —
Shanghai Sany Heavy Machinery Co., Ltd.

(EB=—F#®ER QA (D&(v) 487 —
Hangzhou Lilong Hydraulic Co., Ltd.

(M P BEREAR A R) (D&(v) 409 —
Sany Automobile Lifting Machinery Co, Ltd.

(Z—RERERWMARRR) (D&(v) 359 232
Hunan Sany Building Co., Ltd.

(RE=—RMEEETIEBR LA (&) 292 -
Hunan Sanyi Petroleum Technology Co., Ltd.

(i =— A mBRARAR) (D&(v) 60 —
Hunan Sany Intelligent Control Equipment Co., Ltd.

(i =—EREHREBEAR QA (D&(v) 41 17
Suote Transmission Equipment Co., Ltd.

(REEBHREERAA) (D&(v) 41 —
Loudi Zhongyuan New Material Co., Ltd.

(BEMHIRFTMEBRAR) (D&(V) 2 —
Loudi Zhongxing Hydraulic Parts Co., Ltd.

(BEMH EREBHEBRAR) (N&(V) — 396
Sany Group Co., Ltd. (Z—5&BABER A7) (&) — 5
Others (D&WV) 823 92

12,240 6,222

Sany Heavy Equipment International Holdings Company Limited

Interim Report 2021



NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION (

30 June 2021

35. RELATED PARTY TRANSACTIONS (continued)
(1) Recurring transactions (continued)

For the six months ended

30 June
2021 2020
RMB’000 RMB'000

Notes (Unaudited) (Unaudited)

Purchases of raw materials from:

Loudi Zhongxing Hydraulic Parts Co., Ltd.

(BEM T EBEEFRAR) (i)&(v) 82,022 55,634
Sany Automobile Manufacturing Co., Ltd.

(Z—AEREFRRAR) (i)&(v) 19,556 13,878
Hunan Sany Intelligent Control Equipment Co., Ltd.

(=St REER DA (iD&(v) 15,711 7,837
Loudi Zhongyuan New Material Co., Ltd.

(BEMHIRFMEERAA) (i)&(v) 15,402 11,889
Sany Heavy Machinery Co., Ltd.

(=—ERERRA) (iD&(v) 15,119 7,705
Suote Transmission Equipment Co., Ltd.

(RFEHREERAA) (&) 13,060 6,579
Zhejiang Sany Equipment Co., Ltd.

MI=—RKEARRF) (i)&(v) 5,806 1,775
Changsha Dilian Industrial Control Technology

Co., ltd. (RY & THEBIEARRAF) (ii)&(v) 3,873 —
Shanghai Sany Heavy Machinery Co., Ltd.

(EB=—E®ERAQA) (i)&(v) 3,079 7
Hunan Sany Culture Co. Ltd. (R =—X{tEXH

R~ a]) (i&v) 2,764 1,546
Sany Special Purpose Vehicle Co., Ltd. (=—F A5

BEEREERF) (i)&(v) 2,324 160
Shanghai Huaxing Digital Technology Co., Ltd.

(EBEESFREAR AR (i)&(v) 1,755 388
Beijing Sany Technology Co., Ltd.

(AER=—BEMEARAR) (i)&(v) 861 —
Sany Hoisting Machinery Co., Ltd.

(= RERERWMAR AR (i)&(v) 262 580
Hangzhou Lilong Hydraulic Co., Ltd.

(TN hEERBAR R F]) (iD&(v) 219 —
Hunan Zhongcheng Machinery Co., Ltd.

CHFE R B B R & 7)) (iD&(v) — 841
Sany Heavy Industry Co., Ltd.

(Z=—EIRMERAA) (i&(v) - 52
Sany Germany GmbH (= —fZEE AR Q7)) (i)&(v) — -
Others 137 162

183,728 109,033
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35. RELATED PARTY TRANSACTIONS (continued)

(1) Recurring transactions (continued)

For the six months ended

30 June
2021 2020
RMB’000 RMB'000
Notes (Unaudited) (Unaudited)
Purchases of equipment from:
Hunan Sany Kuaierju Housing Industry Co., Ltd.
(HE=—RmEEEIEXERIF) (i)&(v) 16,622 —
Hunan Zizhuyuan Real Estate Co. Ltd.
CHEEMTREMERR AR (1)&(v) 10,452 -
Hunan Xingxiang Construction Supervision
Consulting Co. Ltd.
(A ERREREREZRERAA) (i)&(v) 1,032 —
Hunan Anren Sany Construction Technology
Co., Ltd. (MEEZLC=—FEIREARAR) (i)&(v) — 5,487
Others (i&v) 354 615
28,460 6,102
Operating rental fee paid to:
Sany Automobile Manufacturing Co., Ltd.
(Z—AEHEARAR) (iii)&V) 1,753 2,049
Others (1i))&(v) 1,147 29
2,900 2,078
Service fee paid to:
Sany Automobile Manufacturing Co., Ltd.
= -AEHERERRAR) (V)&V) 3,021 1,840
Sany Group Co., Ltd. (Z=—&EBRAF) (iV)&(V) 498 —
Others (1v)&(v) 269 —
3,788 1,840
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35. RELATED PARTY TRANSACTIONS (continued)

(1) Recurring transactions (continued)

30 June 2021

For the six months ended

30 June
2021 2020
RMB’000 RMB'000
Notes (Unaudited) (Unaudited)
Service income from :
Sany Automobile Manufacturing Co., Ltd.
= REREBRAQA) (iii)&(v) 9,487 —
Hunan Sany Zhongyi Machinery Co., Ltd.
(HmE=—"h R EmAR A R) (iii)&V) 4,245 —
Loudi Zhongxing Hydraulic Parts Co., Ltd.
(BIET 8% B4 B IR 2 al) (ii)&(V) 3,045 —
Sany Heavy Machinery Co., Ltd.
(Z—EHRBRAQA) (ii)&(v) 2,248 —
Hunan Sany Medium Lifting Machinery Co. Ltd
(HrE=—hEEERMARDE) (iiD&(v) 2,038 —
Suote Transmission Equipment Co., Ltd.
(REBEHREBRAT) (ii)&(V) 1,453 —
Beijing Sany Technology Co., Ltd.
(ER=Z—BEMXERRQA) (iii)&(v) 969 —
Shanghai Sany Heavy Machinery Co., Ltd.
(EB=—E#BRMHARRA) (iiD&(v) 929 —
Loudi Zhongyuan New Material Co., Ltd.
(BEMHRFHEERQE) (iii)&(v) 515 —
Sany Automobile Lifting Machinery Co., Ltd.
= AERERMAR QR (ii))&(v) 149 —
Sany Special Purpose Vehicle Co., Ltd.
(Z=—ERAEEREERRA]) (ii)&(v) 53 —
Hunan Sany Zhongyang Machinery Co., Ltd.
(AR =—FEHmE R A A]) (ii)&(v) 32 —
Others (i)&(v) 22 —
25,185 —
Purchases of logistics service from:
Hunan Sany Logistics Co., Ltd.
(HE=—"RAEREERR) (V)&(V) 123,880 65,269
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35. RELATED PARTY TRANSACTIONS (continued)

(1) Recurring transactions (continued)
Notes:

(i) The sales to companies owned and controlled by the Controlling Shareholders* were made at prices and on
conditions as mutually agreed.

(i) The purchases from companies owned and controlled by the Controlling Shareholders* were made at prices
and on conditions as mutually agreed.

(iii)  The rentals were made according to the prevailing market rent.
(iv)  The services were made at prices and on conditions as mutually agreed.
(v) The above companies are owned and controlled by the Controlling Shareholders*.

* The Controlling Shareholders refer to 17 individual shareholders: Liang Wengen, Tang Xiuguo, Xiang
Wenbo, Mao Zhongwu, Yuan lJinhua, Zhou Fugui, Wang Haiyan, Yi Xiaogang, Zhao Xiangzhang,
Wang Zuochun, Duan Dawei, Zhai Xian, Liang Linhe, Zhai Chun and Huang lJianlong, Beijing Sany
commonweal foundation (“JtR=—2#mESE ") and Beijing Deging commonweal foundation (“1t3x
@5 zmESE"), who hold 56.38%, 8.70%, 7.95%, 7.95%, 4.72%, 3.48%, 2.98%, 2.98%,
0.99%, 0.99%, 0.68%, 0.60%, 0.50%, 0.40%, 0.08%, 0.31% and 0.31% of the equity interests in
Sany BVI, respectively.

In the opinion of the Directors, the above transactions were carried out in the ordinary course of
business of the Group and will continue in future.
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30 June 2021

35. RELATED PARTY TRANSACTIONS (continued)
(2) Non-recurring transactions

For the six months ended

30 June
2021 2020
RMB’000 RMB’'000

(Unaudited) (Unaudited)

Supervisor fees paid to:

Hunan Xinxiang Construction Consultation Co., Ltd.
CHEERERERZAGRAR) — 556
Service fee paid to:

Hunan Zhongtai Equipment Engineering Co., LTD.

(MR RZEIEARAA) 1,703 328
Sany Group Co., Ltd. (Z—&EBRAF) 204 —
Sany Automobile Manufacturing Co., Ltd.

(Z=—REHEARAR) 6 —
Hunan Sany Culture Co. Ltd.

(HE=—XEEXARAR) — 297
Shugen Internet Technology Co., Ltd (1R B Es KM AR 2 7)) — 375
Sany America Inc. (Z—(BIBR QA — 115
Sany Heavy Industry Co., Ltd. (Z—ETRHBER QA - 74
Hunan Sany Vocational and Technical College of Industry

(HE=—TIERBERMEL) — 48
Hunan Sany Intelligent Control Equipment Co., Ltd.

(HE=—FkEHREER QA — 30

1,913 1,267

Sany Heavy Equipment International Holdings Company Limited 81
Interim Report 2021



NOTES TO INTERIM CONDENSED CONSOLIDATED

€< FINANCIAL INFORMATION

30 June 2021

35. RELATED PARTY TRANSACTIONS (continued)

(2) Non-recurring transactions (continued)

For the six months ended

30 June
2021 2020
RMB’000 RMB'000
Notes (Unaudited) (Unaudited)
Rental fee received from:
Shenyang sanyiyuan Construction Machinery
Co., Ltd. (FEH =R T EEM AR A7) 157 83
Beijing Sany Technology Co., Ltd.
(IR=—FBEMEBRAA) 32 14
189 97
Loans to related parties:
Hunan Zhonghong G 2R EHEFR A F]) (i) 300,000 200,000
Repayment of loans from related parties:
Hunan Zhonghong CHFEH 2R EHEBR A F]) () 120,000 400,000
Deposits to a related party:
Sanxiang Bank (#F = #IE1TAX D AR A 7)) (iii) 450,000 230,000
Interests from loans and deposits to related parties:
Hunan Zhonghong CHFEH 2R EHEBR A F]) (1) 6,301 3,300
Kangfu Leasing (fBREHEBHEERMDER Q) (i) = 2,792
Sanxiang Bank (#m = #EITRDBRAF]) (iif) 11,153 5,743
17,454 11,835
Acquisition of a subsidiary:
Sany Construction Technology Co., Ltd.
= —ETIRMRERRAT) (iv) 17,822 —
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35. RELATED PARTY TRANSACTIONS (continued)

(2) Non-recurring transactions (continued)

(3)

Notes:

@)

(i)

(iii)

(iv)

On 16 November 2020, a loan of RMB100,000,000 was lent to Hunan Zhonghong at an interest rate of 3.9%
per annum for a maximum term of 180 days and was guaranteed by Sany Group, which has been repaid
on 14 April 2021. On 29 January 2021, a loan of RMB300,000,000 was lent to Hunan Zhonghong at an
interest rate of 4.2% per annum for a maximum term of 180 days and was guaranteed by Sany Group,
RMB20,000,000 of which has been repaid on 14 April 2021 and the remaining RMB280,000,000 is still
outstanding.

On 29 November 2019, loans of RMB100,000,000 were lent to Kangfu Leasing at an interest rate of 5.6%
per annum and had be repaid on 27 November 2020.

On 17 April 2020, the Group deposited RMB230,000,000 at an interest rate of 3.9% per annum and the
deposit agreement will be due on 17 April 2022. On 25 January 2021, the Group deposited
RMB300,000,000 at an interest rate of 4.2% per annum and the deposit agreement will be due on 25
January 2026. On 5 March 2021, the Group deposited RMB100,000,000 at an interest rate of 4.2% per
annum and the deposit agreement will be due on 5 March 2026. On 25 June 2021, the Group deposited
RMB50,000,000 at an interest rate of 3.3% per annum and the deposit agreement will be due on 25 June
2026 but the deposit was withdrawn in advance on 13 July 2021.

During the period, the Group acquired a subsidiary, Sany Construction Robot (XIAN) Research Institute Co.,
Ltd., from a fellow subsidiary of the Company at a consideration of RMB17,822,000. Further details of the
transaction are included in note 31 to the financial statements.

The other transactions were made at prices and on conditions as mutually agreed.

Compensation of key management personnel

For the six months ended
30 June

2021 2020
RMB’000 RMB’000
(Unaudited) (Unaudited)
Salaries, allowances, and benefits in kind 3,343 7,392
Employee retirement benefits and other staff welfare 1,769 2,306
Equity-settled share option expenses 1,761 1,391
Total compensation paid to key management personnel 6,873 11,089
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36. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s financial instruments, other than those with
carrying amounts that reasonably approximate to fair values, are as follows:

Carrying amounts Fair values
30 June 31 December 30 June 31 December
2021 2020 2021 2020
RMB’000 RMB’'000 RMB’000 RMB’'000
(Unaudited) (Audited) = (Unaudited) (Audited)
Financial assets
Trade receivables, non-current
portion 278,972 261,116 264,760 243,784
Bills receivable 519,897 595,116 519,897 595,116
Derivative financial instruments 369 — 369 —
Financial assets at fair value through
profit or loss 3,232,485 4,023,670 3,232,485 4,023,670
4,031,723 4,879,902 4,017,511 4,862,570
Financial liabilities
Interest-bearing bank and other
borrowings, non-current portion 1,865,601 492,754 1,821,960 469,255
Derivative financial instruments 7,037 5,407 7,037 5,407
1,872,638 498,161 1,828,997 474,662

Management has assessed that the fair values of cash and cash equivalents, pledged deposits, the
current portion of trade receivables, financial assets included in prepayments, other receivables and
other assets, the current portion of interest-bearing bank and other borrowings, trade and bills
payables, bonds payable, and financial liabilities included in other payables and accruals approximate to
their carrying amounts as at the end of the reporting period due to the short term maturities of these
instruments.

The Group’s finance department headed by the finance manager is responsible for determining the
policies and procedures for the fair value measurement of financial instruments. The manager reports
directly to the chief financial officer and the audit committee. At each reporting date, the department
analyses the movements in the values of financial instruments and determines the major inputs applied
in the valuation. The valuation is reviewed and approved by the chief financial officer. The valuation
process and results are discussed with the audit committee twice a year for interim and annual
financial reporting.

84 Sany Heavy Equipment International Holdings Company Limited
Interim Report 2021

= e




NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL INFORMATION (

30 June 2021

36. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(continued)

The fair values of the financial assets and liabilities are included at the amount at which the
instrument could be exchanged in a current transaction between willing parties, other than in a forced
or liquidation sale. The following methods and assumptions were used to estimate the fair values:

The fair values of the non-current portion of trade receivable and interest-bearing bank and other
borrowings have been calculated by discounting the expected future cash flows using rates currently
available for instruments with similar terms, credit risk and remaining maturities. The changes in fair
value as a result of the Group’s own non-performance risk for interest-bearing bank and other
borrowings as at 30 June 2021 were assessed to be insignificant.

The fair values of bills receivable measured at fair value through other comprehensive income, which
were previously classified as loans and receivables, have been estimated using a discounted cash flow
valuation model based on the market interest rates of instruments with similar terms and risks.

The Group invests in unlisted investments, which represent wealth management products and
securities investment funds issued by banks, trusts and funds in Mainland China. The Group has
estimated the fair value of these unlisted investments by using a discounted cash flow valuation model
based on the market interest rates of instruments with similar terms and risks.

The Group enters into derivative financial instruments with various counterparties. Derivative financial
instruments, including forward currency contracts and interest rate swaps, are measured using present
value calculations. The models incorporate various market observable inputs including the credit quality
of counterparties, foreign exchange spot and interest rate curves. The carrying amounts of forward
currency contracts and interest rate swaps are the same as their fair values.
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36. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(continued)
Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group’s financial
instruments:

Assets measured at fair value:

As at 30 June 2021 Fair value measurement using
Quoted
prices Significant Significant
in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Bills receivable = 519,897 = 519,897
Derivative financial instruments = 369 = 369
Financial assets at fair value through
profit or loss — 3,232,485 — 3,232,485
= 3,752,751 == 3,752,751
As at 31 December 2020 Fair value measurement using
Quoted
prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Bills receivable — 595,116 — 595,116
Financial assets at fair value through
profit or loss — 4,023,670 — 4,023,670
— 4,618,786 — 4,618,786
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36. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(continued)
Liabilities measured at fair value:

As at 30 June 2021 Fair value measurement using
Quoted
prices Significant Significant
in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Derivative financial Instruments = 7,037 — 7,037
As at 31 December 2020 Fair value measurement using
Quoted
prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Derivative financial instruments — 5,407 — 5,407

During the period, there were no transfers of fair value measurements between Level 1 and Level 2
and no transfers into or out of Level 3 for the financial assets and liabilities (six months ended 30
June 2020: Nil).

Assets for which fair values are disclosed:

As at 30 June 2021 Fair value measurement using
Quoted
prices Significant Significant
in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Trade receivables, non-current

portion — 264,760 — 264,760
As at 31 December 2020 Fair value measurement using
Quoted
prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB'000 RMB'000 RMB’'000 RMB’'000
Trade receivables, non-current
portion — 243,784 — 243,784
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36. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

(continued)

Liabilities for which fair values are disclosed:

As at 30 June 2021

Fair value measurement using

Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’'000 RMB’000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Interest-bearing bank and other
borrowings, non-current portion — 1,821,960 — 1,821,960
As at 31 December 2020 Fair value measurement using
Quoted
prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’'000 RMB’'000 RMB'000 RMB'000
Interest-bearing bank and other
borrowings, non-current portion — 469,255 — 469,255
37. APPROVAL OF THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION

The interim condensed consolidated financial information was approved and authorised for issue by the

board of directors on 31 August 2021.
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