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Chairman’s Statement

ESRYF

Chairman

BAI Shaotong
EER

B#EHW

Dear Shareholders,

2020 was an extremely extraordinary year for the world
economy. COVID-19 which ravaged the global and the lockdown
and restriction measures implemented by various countries
for pandemic prevention and control had a widespread and
profound impact on the economy and society. According to
the monitoring data of the United Nations Conference on Trade
and Development, the global foreign direct investment (FDI) in
2020 dropped by 42% year on year. As of the end of 2020, the
global FDI level was over 30% lower than the lowest level after
the financial crisis in 2009, falling back to the level of the 1990s.
The International Monetary Fund even believed that the economic
recession in 2020 was the worst one since the Great Depression
of the 1930s. The gross world product decreased to US$83.84
trillion in 2020 from US$87.55 trillion in 2019. According to a
report of the World Bank, the new poor in the world in 2020
may have risen to between 119 and 124 million. According to its
estimates for 2021, the estimated new poor in the world in 2021
may rise to between 143 and 163 million, which is enough to
wipe out the global economic development in recent years.
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The pandemic also had a serious impact on the international
engineering construction. The infrastructure construction plans
of most countries were shelved or delayed due to the hindered
circulation of the global industrial chain and supply chain, the
disruption of international transportation and logistics, and the
repeated and extensive lockdown measures adopted by many
countries. The pandemic-related exposures of China’s overseas
staff of China’s foreign contracted engineering enterprises
remained high, resulting in significant increase in costs for
corporate management and operation. 2020 saw rare “double
drop” in the newly signed contract and the turnover of China’s
foreign contracted engineering business: the newly signed
contract of the business in 2020 amounted to USD255.54 billion
(equivalent to RMB1,762.61 billion), representing a year-on-year
decrease of 1.8%; the turnover in 2020 amounted to USD155.94
billion (equivalent to RMB1,075.61 billion), representing a year-
on-year decrease of 9.8%.

However, being confronted with the unprecedented pandemic
and complex and changeable domestic and international
economic development environment, China’s economy enjoyed
strong resilience and great potential, becoming the only major
economy in the world which achieved positive economic growth
in 2020. China’s foreign contracted engineering industry and
infrastructure construction industry also made remarkable
achievements in “seizing new opportunities in the crisis and
opening up new dimension in the changing situation” on the
premise that pandemic prevention and control were in place and
human safety was a priority. Since the second half of 2020, the
pace of decline in the turnover of the infrastructure construction
industry had slowed down on a monthly basis, while the number
of newly signed major projects had increased in a sustained way.
The “going out” enterprises were proactive in making an overall
strategic arrangement, optimizing their organizations and building
platforms for overseas operation in 2020. Some enterprises kept
up with the trend of the industry, and proactively enhanced their
cooperation with information technology enterprises in order
to actively grasp the opportunities in “new type infrastructure
construction”. The concept of “strategic-guided, innovative
mode, technology-empowered and high quality sustainable
development” became a common vision of the development of
China’s foreign contracted engineering industry, accumulating
strength for the global business development in the post-
pandemic era.
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Chairman’s Statement

ESRYF

BUSINESS REVIEW

As a well-known international contractor and integrated
service provider, the Group’s international business has always
accounted for the vast majority of its total revenue. As a result
of the serious global economic recession, a sharp contraction
of the international market and continuous changes in the
industry environment since 2020, as of 31 December 2020, the
Group’s revenue was RMB19.10 billion, representing a year-
on-year decrease of 32.6%, and its gross profit was RMB3.67
billion, representing a year-on-year decrease of 24.0%. The net
profit attributable to owners of the parent was RMB1.19 billion,
representing a year-on-year decrease of 45.9%. Given that the
Company is currently in the process of privatization, the Board
does not recommend the payment of a final dividend for the year
ended 31 December 2020. For details of privatization, please
refer to the announcement of the Company dated 13 January
2021.

The international engineering contracting is the core business of
the Group. In 2020, the Group took pandemic prevention and
control as its top priority, cooperated closely with the owners
and relevant national government agencies, and spared no effort
in pandemic prevention, management and safety. Based on
various market conditions, the Group actively took measures to
resume work and production, maintained a high degree of market
activity and stabilized the foundation for development. During
the reporting period, the revenue of the Group’s International
Engineering Contracting Business was RMB12.15 billion,
representing a decrease of 38.6%.
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Even though being confronted with various unfavorable factors,
the Group made some progress in numerous projects in the
past year: the PV2 photovoltaic power plant project in Abu
Dhabi, the largest individual solar power plant in the world up to
now, was signed. To further cultivate the traditional market, a
supplementary contract to the cargo railway project in Belgrano,
Argentina, the central wastewater treatment plant project in
Belgrade, Serbia, the cement plant project in Harir, Irag and the
cement plant project in cooperation with a cement company in
Uzbek, were signed. To increase efforts in exploring emerging
markets, new contracts for the power project in Madagascar
and the 55MW photovoltaic power plant project in Armenia
were signed. To deploy in emerging sectors, new contracts
for the biomass power generation projects in the Philippines
and Thailand were signed. To further strengthen international
open bidding capabilities, the Company won the biddings for
the Gourbassi hydroelectric project in the Senegal River Basin,
the transformer substation project in Bangladesh; the 500kv
looped power transmission and transformation network project
in Northern Uruguay, the power transmission and transformation
project in Guinea, and the transformer substation project in
Nepal. The investment in promoting EPC development was
fruitful. The Company won the biddings for 5 photovoltaic power
plant projects in Myanmar and the waste-to-energy project in
Dhaka, Bangladesh.
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Chairman’s Statement

ESRYF

In order to cope with the market changes and enhance the
development potential, the Group put forward the market strategy
of “stabilizing overseas market and cultivating domestic market”
in mid-2020 to speed up the construction process of integrating
into the new development pattern of “dual circulation”. Driven
by this, the number of domestic general contracting projects
contracted and constructed by the Group increased continuously,
and the domestic business scale increased significantly. Focusing
on new technology, new infrastructure and new economy, the
Group won the bidding for the gas turbine test bench project of
the Institute of Engineering Thermophysics, Chinese Academy
of Sciences, Hunan Hengyang Big Data Center of China
Unicom and other innovative projects. A number of domestic
engineering projects, which are conducive to the connection
between domestic and foreign industrial chains, are also under
development in a sustained way.

At the same time, a number of key projects broke through
the obstacles brought about by the pandemic, achieved the
start, completion or important milestones, and made important
contributions to the economic recovery and community
construction of the countries and regions where the projects
were located. Some projects, such as Turkey boron carbide
project, Balin affordable housing project, Sri Lanka power station
coal yard expansion project, began construction as soon as the
spread of the pandemic in the above areas eased. 14 projects
including the Nam Ou hydropower station in Laos, the Jaffna
water supply project in Sri Lanka, the power transmission and
transformation project in Céte d’lvoire, the power transmission
and transformation project in Ecuador, the hospital and
supporting facilities project in Zambia were completed. The
Lusiwasi upstream hydropower project in Zambia, the wind
power project in Kenya, the Maldives housing project phase I,
the Kostolac power station project Phase Il in Serbia, and the
operation and maintenance project of Tal coal mine in Pakistan
also reached their key milestones.
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The Trading Business took a hit from the pandemic in 2020.
Nevertheless, as the Group set foot in the trading business
for protective supplies right at the first moment, which made
up for the decline in exports caused by the pandemic and
achieved improvement in indicators of imports and exports. The
Group continued to develop featured businesses and signature
products. The overseas warehouse business, the complete
mining equipment supply + import trading business, the new
energy business in Central and South America and the building
materials business in North America all achieved certain new
results. The Company increased the efforts in development of
the domestic market, and some breakthroughs were made in
the high-end casting and forging business, domestic trading of
agricultural products, research and development of intelligent
fuse, natural gas import business and other businesses. We
actively prepared to participate in the Hainan Expo to seek trade
opportunities; seized the opportunity of the Winter Olympics
and started with importing special snow removal equipment
exclusively used by foreign airports, to actively participate in the
construction of major domestic infrastructure projects.

The Group’s Services Business maintained a good development
trend in 2020 and achieved steady growth. For domestic and
overseas market, the Group focused on improving the capability
of providing services throughout the whole project construction
process, strived to launch EPC project general contracting and
whole process engineering consultation; seized development
opportunities for key industries such as sponge city, smart
manufacturing, prefabricated building, medical care and industrial
parks to actively explore relevant markets, and accelerated the
expansion of engineering inspection and engineering contracting
businesses in the fields of industrial and civil construction and
municipal environmental protection The Company continued to
increase investment in scientific and technological innovation
and applied for a total of 19 patents; obtained 4 provincial and
ministerial and industry science and technology awards, received
1 second prize of SINOMACH’s 2020 Excellent Standards Award;
and received approval for 3 provincial technology innovation
platforms.
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Chairman’s Statement

ESRYF

FUTURE PROSPECTS

The recovery of the global economy is subject to variables as a
result of the spread of COVID-19 and the inoculation of vaccines
in various countries in the world. The pandemic is still the biggest
threat or uncertainty to all economies in the world in the next
few years. At the same time, with the continuous development
of China’s economy, the pressure from the global business
environment on Chinese export-oriented enterprises will increase.

Looking forward to 2021, the Group will persist in the business
strategy of “stabilizing overseas market and cultivating
domestic market” and facilitate the integration of industry chain
advantages. By strengthening the core competitiveness of the
enterprise as the core, we will implement strategic adjustment,
and enhance the comprehensive ability of market development,
project construction and risk resistance.

First, it is necessary to implement the strategy of
“stabilizing overseas market and cultivating domestic
market” to achieve breakthroughs in the market. To stabilize
overseas market, the Company will develop overseas market
with unwavering perseverance and stabilize its base presence in
overseas market; and to cultivate domestic market, the Company
will play to its strengths while avoiding its shortcomings, and
develop the domestic market by “leveraging” through multiple
channels and on multiple levels. The Company will meticulously
study the national strategic plans and relevant domestic regional
policies and industrial policies, continue to strengthen the
linkage between domestic and international markets, and actively
promote the national layout of the design consulting business.
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Second, it is necessary continuously optimize the 4+X
business pattern to consolidate the foundation of our
development. The Company will maintain the foundation
status of the Engineering Contracting Business, continue to
promote the transformation and upgrade of the Trading and
Services Businesses, accelerate the transformation of the
design consulting business with China Machinery International
and JiKan Research Institute at the core towards “becoming
a technology-based engineering company”, and make steady
progress with the integrated business of investment, financing,
construction and operation, which will further strengthen the
role of investment to drive the engineering contracting business.
In addition, in accordance with policy guidance and changes
in market demands, the Company will increase efforts in the
precise cultivation, incubation and fostering of various emerging
businesses taking into account the Company’s business features
and resource advantages, in order to create new business growth
points.

Third, it is necessary to strengthen the coordination and
integration of the industrial chain and the supply chain, and
improve the support of resources. It is essential to further
actively and properly promote the resource integration of industry
chain and supply chain, form a joint force, and seize the realistic
market opportunities; it is critical to promote the integration
of internal and external investment and financing resources,
attract social capital and resources, raise funds through multiple
channels and channels, and make steady progress with the
integrated business of investment, financing, construction and
operation We should continue to increase cooperation with
domestic and foreign leading enterprises and enterprises with
distinctive advantages, and strengthen our own ability to control
the industrial chain and the supply chain.
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Chairman’s Statement

ESRYE

Fourth, it is necessary to further promote reform and
innovation and enhance our own capabilities. Taking the
implementation of the “14th Five-Year-Plan” as an opportunity,
we should continue to explore the reform of mixed ownership
and improve various incentive and restraint mechanisms; we
should continue to increase market development and innovation,
and actively promote the replication of characteristic business
models; we should closely follow the development trend of
new technologies and new programs in various fields at home
and abroad, continue to strengthen the investment in scientific
and technological research and development of core products,
and give full play to the impact of scientific and technological
innovation on the company’s businesses. We will continue to
optimize the risk control system, continue to implement the
regular pandemic prevention mechanism, and do a good job in
the overall risk management and control.

At last, on behalf of the Board, | would like to take this
opportunity to express my sincerest gratitude to the Shareholders
who have extended concern and support for the Group over the
years, the dedicated senior management team and all the staff
members who have been working with relentless efforts.

BAI Shaotong

Chairman

Beijing, China
25 March 2021
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The Company was established in 1978 and was the first state-
owned industrial and trading enterprise in the PRC. The Company
is a subsidiary controlled by SINOMACH. The Company was
listed on the Main Board of the Stock Exchange on 21 December
2012. As at 31 December 2020, the Company had issued a
total of 908,270,000 H Shares and 3,217,430,000 non-tradable
Domestic Shares. The Company has a primary focus on EPC
projects and particular expertise in the power sector, capable
of providing one-stop customized and integrated engineering
contracting solutions and services. The Company also conducts
the Trading Business, Services Business and the emerging
business segments.

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

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

International Engineering Contracting Business: With
approximately 40 years of experience in the International
Engineering Contracting Business, the Company is able to
provide project owners with one-stop customized and integrated
turnkey solutions and services to manage and implement
engineering contracting projects, especially in developing
countries, and has undertaken engineering contracting projects in
approximately 50 countries, primarily in Asia, Africa, Europe and
South America. Power, transportation and telecommunications
sectors are the Company’s Core Sectors. The Company is
also engaged in the Non-Core Sectors, such as water supply
and treatment projects, building and construction projects,
manufacturing and processing plant projects and mining and
resources exploitation projects.

Trading Business: The Company conducts the Trading Business
through its sales and marketing network which covers over
150 countries and regions. The sales and marketing network is
established through years of international engineering contracting
and trading experiences and business transactions involving
export and import of products and services to and from these
countries and regions.

Services Business: The Company is engaged in a certain extent
on the Services Business, mainly including design consulting
services, logistics services, tendering agency services, export-
import agency services and other services.
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Revenue Structure in 2020
2020F WA KB

Unit: RMB million

B ARWEBT

Gross Profit Structure in 2020
2020F ERILEHE

Unit: RMB million

B ARMESRT

Key Operating and Financial Data

EERLERMBHE

Revenue Revenue Breakdown
WA G
N EC BB IRRABEY 12,149 64%
W -Power —E HELIR 6,882 36%
M -Transportation and
Telecommunications 506 3%
—RBEHREFBA
-Non-Core Sectors 4,761 25%
— FERROITE
Trading & 5 %7 4,791 25%
0 Services Business RIS %7 2,160 1%
Total 45t 19,100 100%
Gross Profit Gross Profit Breakdown
=l EFIELE
N EC BB IREBEW 2,702 74%
W -Power —EHHEEIR 1,837 51%
B -Transportation and
Telecommunications 126 3%
—SBIEH N E T B
-Non-Core Sectors 739 20%
—IERROTTE
Trading B 5 %71 442 12%
I Services Business AR75 %7 529 14%
Total #5H 3,673 100%
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Key Operating and Financial Data

EERERMBRE

1. Revenue 2. Gross Profit and Gross Profit Margins
L/ ON ENRERER
Unit: RMB million Unit: RMB million
B ARBEBET Bf - ARBBET

B Gross profit
28,348.3

EH
4,831.4
A Gross profit margin
19,1002 3,673.4 EFIE

2019 2020

. 2019 2020
20194 20204 20194 20204
3. Basic Earnings per Share 4. Net Asset Per Share
BRELRZF BRFEE
Unit: RMB Unit: RMB
B AR® B AR
0.53 4.4 4.4
0.29
2019 2020 2019 2020
20194 20205 20194 20205
5. Backlog for the International Engineering 6. Newly Signed Contracts Value for the
Contracting Business International Engineering Contracting
BERIBRABEERATHERE Business
Unit: US$ million BERIBREBEBNTENERLHE
Bf: BEET Unit: US$ million
9,075.3 Bl ABET
8,215.5
5,676.3
3,5639.4
As at 31 December 2019 Asat 31 December 2020
120195125318 R2020%128317
2019 2020
20194 20205
14 China Machinery Engineering Corporation
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7.

Key Operating and Financial Data

EERERMBRE

Gross Profit Margin for the International Engineering Contracting Business
B IRAEBEBNERNER
30 [
26.7%
25 [
20.1%
19.1% 22.2%
20 I -—. 4% 19.2%
. 0
15 16.3% 15.3% 15.0%
10 —
5
O 1 1 J
2018 2019 2020
20184 20194 20204F
B Power Sector’s Gross Profit Margin [l International Engineering B Company’s Overall Gross Profit Margin Non-Power Sector’s Gross
BHRERIRE ER % Contracting Business’s Overall RAIMERE EFE Profit Margin
Gross Profit Margin BB ER F

BIfR T2 A BB MERA EFX
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Financial Highlights

MBERE

Year ended 31 December

HZ12A31ALEE
2020 2019 2018 2017 2016
20205 20194 2018 201746 2016%
RMB’000  RMB'000  RMB'000  RMB'000  RMB’000
ARETT AREFT AREFT AREFT ARETTL
(Restated)*
(Eiq)*
Revenue WA 19,100,165 28,348,250 28,862,688 27,375,112 21,017,236
Gross profit £ 3,673,370 4,831,423 4695953  5289,045 8,544,191
Other revenue and other income, net Hi A REIEAFE 228,198 72,817 22,382 405,916 14,892
Operating expenses BERR (2,137,507)  (2,946,980)  (3,166,397)  (2,671,437)  (1,991,968)
Profit from operations LERF 1,764,061 1,957,260 1,551,938 3,023,524 1,567,115
Profit before tax BRBi A0 A 1,577,901 2838685  2,825767 2,360,925 2,783,930
Income tax i (377,655)  (638,422)  (689,926)  (584,298)  (674,140)
Profit for the year FRRM 1,200,246 2,200,263 2,135,841 1,776,627 2,109,790
Other comprehensive income/(Ioss) FREMEE
for the year Wz /(B518) (137,212) 67,750 (123,209) (77,311) 74,536
Total comprehensive income for the year ~ FREA WG AT 1,063,034 2268013 2,012,632 1,699,316 2,184,326
Profit attribute to: BAGER
- Owners of the parent - SREHEBA 1,186,591 2,193493 2,131,540 1,774,959 2,106,521
- Non-controlling interests - FiERkER 13,655 6,770 4,301 1,668 3,269
Total comprehensive income FAbREEEER
attributable to:
- Owners of the parent ~BRRHEBA 1,061,652 2260297 2008234 1,697,723 2,180,909
- Non-controlling interests — MRS 1,382 7,716 4,398 1,593 3,417
Basic and diluted earnings per share FRERREERA
(expressed in RMB per share) (AERARBTHE) 0.29 0.53 0.52 0.43 0.51
Total non-current assets ETBEELESR 14,466,983 14,892,763 12,428,161 9,794,017 8,103,361
Total current assets MEEERE 36,552,245 39,107,121 43,686,456 46,556,442 39,348,918
Total assets BEBH 51,019,228 53,999,884 56,114,617 56,350,459 47,452,279
Total non-current liabilities FnPaGLEE 1,811,355 1,713,618 1,409,869 1,245,291 956,450
Total current liabilities mEaELE 30,897,452 34,252,526 38,191,404 37,724,419 31,120,276
Total liabilities BESHE 32,708,807 35,966,144 39,601,363 38,969,710 32,076,726
Total equity attributable to owners of the ~ BFAGIHA ATEG R ERE
parent 18,197,456 17,895,019 16,427,408 17,300,486 15,328,515
Non-controling interests FERER 112,965 138,721 85,846 80,263 47,038
Total equity BREs 18,310,421 18,033,740 16,513,254 17,380,749 15,375,553
Total equity and liabilities BakBEeER 51,019,228 53,999,884 56,114,617 56,350,459 47,452,279

*

Restatement is based on business combination under common

control as a result of the acquisition of Harbin Power System
Engineering and Research Institute Co., Ltd. (MR FE B IR EKER
HFZEFT AR A R]) in April 2020, which is stated in note 2.1 to the
financial statements in this annual report.
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Management Discussion and Analysis

INDUSTRY OVERVIEW

2020 marked an extraordinary year in the history of new
China. The Chinese economy was severely hit by a rare
triple-shock in a century. First of all, there was a sudden
outbreak of COVID-19 pandemic that has never been
seen in the past century. Secondly, the global economy
has dipped into the most serious recession since World
War Il. Thirdly, the suppression on China imposed by
some countries has fully accelerated, thus bringing huge
challenges from the external environment. Facing the
severe, complex international environment, as well as the
extremely difficult tasks on maintaining stable domestic
reform and development, especially the severe impacts
brought by COVID-19 pandemic, by maintaining its strategic
focuses, China was able to evaluate the environment
accurately, formulate plans carefully and take action
decisively. Attributable to its arduous efforts, China achieved
satisfactory, eye-catching, historical performance, and was
the only major economy that recorded positive economic
growth globally. China made decisive achievements in the
three major battles. It has achieved significant progress
in technology innovation, and made huge breakthrough in
reform and opening-up. Livelihood was strongly secured.
The progress of completing major tasks on economic and
social development was faster than expected.

According to preliminary calculations, GDP for the year was
RMB101,598.6 billion, representing a year-on-year increase
of 2.3% based on comparable price calculation. On quarterly
basis, the GDP fell by 6.8% year-on-year in the first quarter,
grew by 3.2% in the second quarter, grew by 4.9% in the
third quarter, and grew by 6.5% in the fourth quarter. On
industry basis, the added value for primary industry was
RMB7,775.4 billion, representing a year-on-year increase
of 3.0%; the added value for secondary industry was
RMB38,425.5 billion, representing a year-on-year increase
of 2.6%; and the added value for tertiary industry was
RMB55,397.7 billion, representing a year-on-year increase of
2.1%.

BEEERWED T

ITERE

2020 RFHEIER LBEATF L
—F o PEKHEEN THEFRN=
ERETHE  —REEFTBOHEM
REFRARYE  —RHERLHERBA
BEZRERREERURERENE
R ZR—EERBHITE2EA
o SNERIRIRAS R E APKEL - MY
BIEHNERFE  REZENER
WEBRRBETHFIEFTEMHARE
BEHBREFE  FERSEEEN
EREHIEES  BOREITE R
e FHEBREEN BT —
MARME - tHRIEBE - AJUFAL
MEES - REKAZIRE —FHL
BIERRAEELEER = KBS
BEARATEMKE - BHEBIFTEISERXR
ER - NERAREREERE - R4
BEBNRRE  KEHEERFEHR
BB ERIE AT TR o

MEZE  2FBREELEBEARE
1,015,986187C - IHAILLERETE

&Liﬁﬁzs%oﬂéﬁéy“—
FERLTEE6.8%  F_FEHEE
3.2%  E=FELRAI4Q%  FIE
ERE.5% NEXE FEX%

BNEARKT77, 754187 b EF
HE3.0%: F_EHEENEARKE

384,255  #H&K2.6%  F=FE
HWINEARKES53,9778 T K
2.1% o

Annual Report 2020
2020 FF 3R

17



18

Management Discussion and Analysis

BEEERWED T

International Engineering Contracting Business

In 2020, the newly signed contracts for foreign
contracted engineering business in China amounted to
USD255.54 billion (equivalent to RMB1,762.61 billion),
representing a year-on-year decrease of 1.8%; and
turnover amounted to USD155.94 billion (equivalent
to RMB1,075.61 billion), representing a year-on-
year decrease of 9.8%. The newly signed contracted
engineering contracts in countries along “the Belt and
Road” amounted to USD141.46 billion, and turnover
amounted to USD91.12 billion, representing 55.4% and
58.4% of total amount for the same period, respectively.
There were 514 newly signed projects worth over
USD100 million, up by 8 projects as compared to last
year. Projects under EPC contracting mode represented
63.3% of the project contracted amount. The integration
of investment, construction and operation and other
cooperation modes have been developing. In particular,
in respect of infrastructure, there were more than 5,500
foreign infrastructure engineering projects undertaken
by Chinese enterprises in 2020, with accumulated newly
signed contracts exceeded USD200 billion, representing
80% of the total contract amount for the year. Among
which, newly signed contracts for general construction
and water conservancy construction recorded faster
growth, with a year-on-year growth of 37.9% and
17.9%, respectively.

Last year, the continuous spread of the sudden
outbreak of COVID-19 pandemic, as well as
external factors including the rise of populism and
deglobalization, have severely affected the development
of foreign contracted engineering industry in China.
The industry was facing unprecedented challenges.
However, enterprises in such industry overcame all
difficulties, endeavored to advance, continued to
strengthen traditional market, and accelerated the
exploration in business mode transformation and
upgrade, thus reflecting the strong resilience and
vitality of industry development. In general, the industry
development in 2020 demonstrated the following
features.

China Machinery Engineering Corporation
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Management Discussion and Analysis

COVID-19 pandemic severely affected foreign
contracted engineering business, resulting in
“double drop” in both contract amount and
turnover

The spread of pandemic has resulted in
interruption in global industrial and supply chain
cycle, disruption in international transportation
and logistics and implementation of lockdown
measures in numerous countries. Industries and
enterprises were significantly affected in general.
According to the survey conducted by China
International Contractors Association in April
2020, over half of the members experienced
suspension in their projects in progress, and
the operating risks have significantly increased.
Medical and healthcare systems in developing
countries across Asia, Africa and Latin America are
generally undeveloped, with limited awareness and
capability in pandemic prevention and control. The
pandemic-related exposures of China’s overseas
staff remained high, resulting in significant increase
in costs for corporate management and operation.
As the economic recovery of host countries was
continuously affected by the pandemic, many
countries are forced to suspend or postpone
their infrastructure construction plan. Hence, it is
much more difficult for us to expand our business.
Fortunately, despite the “double drop” in overall
operation, the drop in turnover achieved has
narrowed down month by month since the second
half of 2020. A stabilizing trend has been shown in
foreign contracted engineering business.

BEEERWED T
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Management Discussion and Analysis
EEENWED

(D)EMNHBIRERIERH

() Asian market functioned perfectly as the

20

“stabilizer”, with continuous growth in number
of newly signed major projects

In respect of regional market, operations in Asian
market continued to rank top among all regions,
and represented over 50% of total amounts in
terms of newly signed contracts and completed
contracts. Asian market has played an important
role in stabilizing the fundamentals of industry
development. We have achieved satisfactory
results in key country markets such as Bangladesh,
Indonesia, Philippines, Saudi Arabia and Pakistan.
In respect of overall industry distribution, the
transportation, electricity and housing construction
sectors are the best performing sectors, with
greater growth in newly signed contracts.

In general, the number of newly signed major
projects continued to rise. There were 514 newly
signed projects worth over USD100 million, up by
8 projects as compared to last year. Contracts
were signed for several major projects, including
Hong Kong International Airport and Singapore
Tuas Integrated Waste Treatment Project, reflecting
our strong general competitiveness in international
infrastructure market.

China Machinery Engineering Corporation
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Management Discussion and Analysis
EEENWED

(D) 2HHhBEE - TEERA

(lll) Put full efforts in combating pandemic,

and industry transformation and upgrade
facilitated smoothly

Facing the complex and severe challenges
brought by the pandemic, stakeholders in the
whole industry, adhering to the objective of “Life
First”, made thoughtful deployment and worked
in unity. They made arrangements on domestic
and overseas resources allocation, purchased
pandemic prevention materials, dispatched
medical teams and chartered transportation. With
the successful implementation of measures on
“focusing on pandemic prevention and control
while resuming work and production” and
“stabilizing market, production and team”, the
construction and operation of major overseas
projects were secured. Such achievements
were highly praised by stakeholders in countries
concerned, reflecting that Chinese enterprises have
embodied their duties and responsibilities.

MBI HEE
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Management Discussion and Analysis
EEENWED

While acting in response to challenges arising
from the pandemic, we continued to explore the
path on transformation and development. Most
of the enterprises proactively formulated strategic
deployment, optimized their organizational
structure and developed overseas business
platform so as to build up foundation for business
development in the post-pandemic era. Some
enterprises continuously explored innovation
on business modes, and successfully signed
contracts for several major transportation
infrastructure projects under PPP mode in Latin
America market. Some enterprises accelerated
their business development and deployment in
international markets, and acquired construction
and design consultation firms in Europe in order
to establish a solid foundation for their expansion
in developed countries. Some enterprises closely
followed the industry hot topics, and proactively
enhanced their cooperation with information
technology enterprises in order to actively grasp
the opportunities in “new type infrastructure
construction”. The concept of “strategic-guided,
innovative mode, technology-empowered and high
quality sustainable development” has become a
common vision in the industry.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Trading Business

In 2020, facing the severe blow from COVID-19
pandemic and the extremely complex international
environment, China’s foreign trade achieved better-
than-expected growth amid the adverse environment,
making a new record and creating an encouraging
story that is full of ups and downs. China’s foreign
trade dropped sharply in the first quarter, followed by a
transition in the second quarter. It gradually recovered in
the third and fourth quarter, and was improving month
by month, showing an encouraging “V-shape” reverse
curve. This fully reflected the overall competitiveness
of China’s foreign trade, and the confidence of
international markets and global consumers in China’s
foreign trade. There were three noteworthy features of
foreign trade for the year:

() The scale of trade and international market
share both reached historical high

The total value of imports and exports for the year
amounted to RMB32.16 trillion, representing a
year-on-year increase of 1.9%. Of which, exports
amounted to RMB17.93 trillion, up by 4%; imports
amounted to RMB14.28 trillion, down by 0.7%. The
scale of imports and exports as well as exports
both reached historical high. According to the
latest data from the World Trade Organization, the
growth rate in exports of China was 9.6 percentage
points higher than the rest of the world in the first
three quarters in 2020 with a significant increase
in international market share, and thus entrenching
China the largest country of trade in goods.
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Management Discussion and Analysis
EEENWED

() Strong impetus for trade innovation and

development and continued optimization of
trade structure

With the increase in imports and exports to major
trading partners, ASEAN has become the largest
trading partner of China with imports and exports
to China up by 7%. Europe and America markets
have recovered with imports and exports to China
up by 5.3% and 8.8%, respectively. The domestic
regional layout became more balanced. The
gradient transfer of processing trade in the central
and western regions achieved positive results
with imports and exports up by 11% and its share
increased by 1.4 percentage points to 17.5%.
The exported goods continued its leap to the
upper echelon in the value chain. The exports of
electromechanical products increased by 6% with
its share increased by 1.1 percentage points to
59.4%. In light of the reinforced industry base and
enhanced independent development capability,
the share of exports of general trade increased
by 1.6 percentage points to 59.4%. The pace for
innovation and development was expedited. Cross-
border e-commerce became the first option for
enterprise to initiate international trade and the first
place for innovation and development in foreign
trade with imports and exports increased by
31.1%. Over ten thousand traditional foreign trade
enterprises started to make use of the Internet to
improve quality and efficiency. More than 1,800
overseas warehouses became an important part
in overseas marketing and the new infrastructure
in foreign trade. According to the preliminary
estimates in 31 pilot markets, the exports from
trade of market procurement amounted to
approximately USD100 billion for the year and
reached historical high.
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Management Discussion and Analysis
EEENWED

(Z)BETHEHNEERE - B

(Ill) Stabilization of the basic market of foreign

trade and foreign investment and contributing ZRESGEMPELE
the strength of China to global trade
To maintain the stability of the market players AEEMSTEMEE - I

and expectations, four rounds of foreign trade
stabilization policies and measures were introduced
with unprecedented magnitude. Imports and
exports recorded consecutive positive growth
from June and market confidence was rapidly
restored. Therefore, the stability of the foreign
trade industry chain and supply chain was
maintained. The foreign trade sector took the
lead in work and production resumption and fully
utilized production capacity, which on the one
hand, spurred the resumption of the upstream
and downstream industry chains, and on the other
hand, provided strong support for the operation
of the international supply chain so as to satisfy
people’s needs for home living and working in
different countries during the pandemic. Therefore,
the stability of the international market share was
maintained. Canton Fair was organized online,
making it the first major international exhibition in
the world to do so with many enterprises meeting
new friends and exploring new markets. To fully
support international anti-pandemic cooperation,
on the basis of covering the domestic anti-
pandemic demands, China did its best to export
anti-pandemic supplies to over 200 countries
and regions for the facilitation of building a global
community of health for all.
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C. Services Business C.

In 2020, the design consulting business also took a
heavy hit from the COVID-19 pandemic, yet there were
some new opportunities. Overall, in view of the frequent
introduction of new policies and new acts for the whole
industry, the industry has gradually entered the new
phase of high-quality development.

() The construction of “new infrastructure
and new urbanization initiatives and major
projects” became the prevailing industry trend

In 2020, the expedition of new infrastructure
construction, the expansion of effective investment,
and the focus on supporting the construction
of “new infrastructure and new urbanization
initiatives and major projects”, i.e. new types of
infrastructure, a new type of urbanization and major
projects affecting national planning and people’s
livelihood, were specified at many meetings of
the Political Bureau of the Central Committee of
the Communist Party and executive meetings of
the State Council. Meanwhile, various provinces
and cities across the country have promulgated
“new infrastructure” policy proposals or investment
plans.

“New infrastructure and new urbanization initiatives
and major projects” is a major plan proposed by
the Central Committee of Communist Party and
the State Council based on the needs for China’s
comprehensive development and in accordance
with the current international and domestic
situations. It is of great significance to breaking
through amid current difficulties and social
transition in China. Also, it brings new development
opportunities to the engineering survey and design
industry in transition and becomes the prevailing
industry trend.

China Machinery Engineering Corporation
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(DIITREBEARTEE-FH

() The direction of industry transformation and

upgrade was further specified

Departments including the Ministry of Housing
and Urban-Rural Development have promulgated
documents such as “Guiding Opinions on the
Coordinated Development of Smart Construction
and Industrialization in the Construction Industry”
and “Several Opinions on Accelerating the New
Construction Industrialization Development” to
vigorously promote the integration of the whole
industry chain of engineering which is led by
the systematic integrated project design for the
entire life cycle, so as to achieve industrialization
in the construction industry with high efficiency,
high quality, low consumption and low emission
for project construction, and strongly encourage
the application of industry digital design system,
integrated design. lllustrating the direction of
developing from “made in China” to “intelligent
manufacturing in China”, these documents
provided basic guidance for the transformation,
upgrade and realization of high quality development
for the construction industry and relevant industries
of the current and future generations.
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(1) The industry chain continued to expand

Upon the basis of the administrative measures for
general contracting of projects and the guiding
opinions on the engineering consulting services
in the whole process issued in 2019 and by the
improvement in the supporting documents in
2020, the general contracting of projects and
the engineering consulting services in the whole
process were further promoted. In addition
to the traditional consultation in early-stage
demonstration, engineering construction, project
management and pricing, and other consulting
and entrusted construction, design consultation
business also includes the consultation in
maintenance and operation stage, such as
technical services and long-distance diagnosis.
With the provision of relevant new consultations
including digital twin and digital application,
the capabilities in EPC general contracting and
integration continued to enhance. At the same
time, a pilot architect accountability system was
introduced in some major cities, which gave a full
play to the technological advantages of architects
and their teams and had a leading effect, and was
important to enhance the engineering construction
quality and value, facilitate the industry
transformation and upgrade as well as high quality
development.

China Machinery Engineering Corporation
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(M) EERE[E&E |ET

(IV) “Heavy Dosage” on qualification reform

The Ministry of Housing and Urban-Rural
Development promulgated documents such as
“Notice of Implementation Opinions on Amending
the Construction Enterprise Qualification
Management Regulations and Qualification
Standards” and “Reform Plan for the Qualifications
Management System of Construction Companies”
in 2020, which further loosen the entry restrictions
of the construction market and improved the
approval service. It would be beneficial to eliminate
irrational limitations that restricted the industry
development, continue to stimulate the vitality
of market players, and facilitate overall industry
transformation and upgrade, thus achieving high
quality development.

However, the existing problems in the industry
should not be ignored as they will bring challenges
to the next step in high quality development.
For example, the average profit margin of the
industry remained low, and the value growth
was weak; business was similar and the service
was monotonous; there was overcapacity in
traditional service, and lack of supply in refined
and integrated consulting service; progress of
application of digital technology was still pending
for further expedition, and the level of system
integration was low; innovation in corporate
management model, business formats and
resources integration capability were still pending
to be enhanced; although the leading enterprises
overtook many international industry peers in terms
of business scale, most of the enterprises have low
level of internationalization. There was still a huge
gap between these enterprises and international
leading enterprises in terms of international brand
awareness, innovation capability, business mode,
service portfolio, involvement in international
standard and international market share.
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BUSINESS OVERVIEW

A.

International Engineering Contracting Business

In 2020, the raging global pandemic, deep economic
recession and drastic changes in the external
environment dealt a great blow to the Company’s
engineering contracting business. Nevertheless, all
CMEC employees worked together as one to tide over
the difficulties in the battle of stabilizing operation and
fighting against the pandemic along both lines, and
managed to remain quite active in the market and
reinforce the foundation for development.

The following table sets forth the details of the
International Engineering Contracting Business for the
year ended 31 December 2020 and the comparative
figures for the year ended 31 December 2019:

EKHE
A BEIRIEBROER

2020%F « RIREIBEE - KFE
FEZR - INBIRIEBIRIE L
BARIIEABEKERERE
g -BRERRATEBLEENR
BEEORERESR  MFM- M
FE B0 HEER R
BIRaNmBERE  BF7
BRAER -

TREFEE2020F12 A31H
I FERBRIRABERFS -
LANE£2019F 12 A31HIEF
ERLLERET -

Unit: BRMB million
By \REEET

Year-on-

year

% of 2019 Growth/

2020 Total (Restated) (Decline)

2019F RFHR/

2020  MEH%  (KER) (R 4)

Revenue A Power EWIES 6,881.8 56.6%  12,357.9 (44.3)%
Transportation and RBEER

Telecommunications BT 506.4 4.2% 593.3 (14.6)%

Non-Core Sectors FTE 4,760.5 39.2% 6,840.7 (30.4)%

Total st 12,148.7 100.0% 19,791.9 (38.6)%

Gross profit E| Power ENRR 1,837.3 68.0% 2,391.3 (23.2)%
Transportation and RiBEH R

Telecommunications EFEH 126.1 4.7% 175.9 (28.3)%

Non-Core Sectors E AN BES 739.3 27.3% 996.0 (25.8)%

Total oy 2,702.7 100.0% 3,563.2 (24.1)%

China Machinery Engineering Corporation

PERMREIRROERATE




Management Discussion and Analysis
EEENWED

America

4|

E

ﬂ €
ido aﬁ’;Mew Guinea
e ; e

Maldives &
EBK INgapore
NS o

P
Note: The map is provided only for illustrative purposes and Htat - s EEEFARR - W
not drawn to scale. It is not intended to accurately R hliRse - hEE ML
show the exact locations of our engineering contracting FEBMBTREMHIRERR
projects. 1E B B HRALE ©
The following table sets forth a breakdown of the TREFEZE2020F12 A31H
revenue from the Group’s International Engineering EFEREBNEE SN AEE
Contracting Business by geographic locations as at 31 BB TREACB TG UL BRAR -

December 2020:

2020 % of Total

20205 HEEM %

RMB million

AR¥EETT
Asia N 7,184.8 59.1%
South America mEM 206.3 1.7%
North America JEZEM 46.3 0.4%
Africa JEM 3,810.6 31.4%
Europe BM 900.7 7.4%
Total st 12,148.7 100.0%
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Adopted a multi-pronged approach to project
development

To further cultivate the traditional market, new
contracts for the PV2 photovoltaic power plant
project in Abu Dhabi, a supplementary contract to
the cargo railway project in Belgrano, Argentina,
the central wastewater treatment plant project in
Belgrade, Serbia, the cement plant project in Harir,
Irag and the cement plant project in cooperation
with a cement company in Uzbek, were signed.
To increase efforts in exploring emerging markets,
new contracts for the power project in Madagascar
and the 55MW photovoltaic power plant project
in Armenia were signed. To deploy in emerging
sectors, new contracts for the biomass power
generation projects in the Philippines and Thailand
were signed. To further strengthen international
open bidding capabilities, the Company won the
biddings for the Gourbassi hydroelectric project
in the Senegal River Basin, the transformer
substation project in Bangladesh; the 500kv
looped power transmission and transformation
network project in Northern Uruguay, the power
transmission and transformation project in Guinea,
and the transformer substation project in Nepal.
The investment in promoting EPC development
was fruitful. The Company won the biddings for
5 photovoltaic power plant projects in Myanmar
and the waste-to-energy project in Dhaka,
Bangladesh. The policy of “stabilizing overseas
market and cultivating domestic market” started
to deliver results. In response to the current
situation, the Company put forward the general
approach of “stabilizing overseas market and
cultivating domestic market” and accelerated its
integration into the “dual circulation” development
pattern. The scale of operations of China
Machinery International and JiKan Research
Institute expanded significantly. The Company
successfully won the bidding for the gas turbine
test bench project of the Institute of Engineering
Thermophysics, Chinese Academy of Sciences,
and a number of domestic projects have been
underway.

China Machinery Engineering Corporation
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Overcame difficulties in project execution

In the last year, despite numerous difficulties, the
Company attained stability for all its overseas
projects in terms of execution, and even overcame
difficulties and achieved completion or important
milestones for a number of projects. Several
projects including the Nam Ou hydropower station
in Laos, the Jaffna water supply project in Sri
Lanka, the power transmission and transformation
project in Coéte d’lvoire, the power transmission
and transformation project in Ecuador, the hospital
and supporting facilities project in Zambia have
been completed. In particular, the two general
hospitals in Zambia, which were delivered ahead
of schedule and served as designated hospitals
for COVID-19, played an important role in
Zambia’s fight against the pandemic, and were
fully affirmed by the Zambian government and
the Chinese Embassy in Zambia. A number of
projects also reached their key milestones: the
No. 1 hydro-turbine generator unit of the Lake
Lusiwasi upstream hydropower station project in
Zambia successfully completed the 72-hour grid-
connected trial operation; the first hydraulic test of
the No. 2 boiler of the Salah Al-Din power station
project in Irag was successful; the Kenyan wind
power project has entered the commissioning
stage; roof-topping of the main structure of the
first building of the Maldives housing project Phase
Il was completed successfully; the Kostolac power
station project Phase Il in Serbia completed all
pouring works of boiler foundation and began the
hoisting works for steel structure of the boiler, and
thus the construction of the main structure of the
project was about to step into fast track; the Thar
coal mine operation and maintenance project in
Pakistan overcame the impact of the pandemic and
extreme weather conditions, and produced a total
of 3.799 million tons of coal last year, ensuring the
normal operation of the power station project.
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Continued to strengthen skill development

The Company focused on guiding and
encouraging division of labor among business
departments in terms of their specialisation,
so as to cultivate professional core capabilities
with unique characteristics and enhance market
competitiveness through professionalism. At the
same time, the Company promoted centralized
procurement and strengthened supplier
management; strengthened information application
and technology application; deepened localized
construction and standardized management
of country representatives to optimize core
market management and unleash market vitality;
increased the proportion of bidding business; and
strengthened design management, etc., in order
to step by step establish a competitive engineering
management system, and continuously improve
profitability and market competitiveness.

China Machinery Engineering Corporation
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The following table sets forth the operational T&REFHE2020F12 4
details of the International Engineering Contracting S1AILFEREREIRAS
Business for the year ended 31 December 2020 ¥BNESFHS  UREZE
and the comparative figures for the year ended 31 2019%F 12 A31HIEFEN
December 2019: s s
As at
As at 31 December
31 December % of 2019 Increase/
2020 Total (Restated)  (Decrease)
20195
720205 12A318 gr/

128318 HEH% (m&ijt) (RA)

Value of HEN  Power ENER 1,760.5 49.7% 1,497.0 17.6%
newly signed A  Transportation and RiEER K&

contracts kx| Telecommunications EFEA 72.9 2.1% 681.7 89.3%

Non-Core Sectors FRLITE 1,706.0 48.2% 3,497.6 51.2%

Total @t 3,539.4 100.0% 5,676.3 37.6%

Backlog KEM  Power EWEA 4,548.5 55.4% 55414  (17.9%
AEE Transportation and RBEHR

Telecommunications® R EiN 376.7 4.6% 330.6 13.9%

Non-Core Sectors FRLITE 3,200.3 40.0% 3,203.3 2.7%

Total @t 8,215.5 100.0% 9,075.3 (9.5)%

* The amount of the contracts, for which income was * LUFBERBRAHNE RS

recognized by net amount, was deducted from the BEAEARTHKAEREFMN

backlog. B o
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B. Trading Business

Seized market opportunities in a timely
manner

The Trading Business took a big hit from the
pandemic in general. Nevertheless, some of our
subsidiaries sought opportunities in crisis, and set
foot in the trading business for protective supplies
right at the first moment, which offset the decline
in exports caused by the pandemic and achieved
improvement in indicators of imports and exports.

Internal and external interaction in market
expansion

Putting the strategy of “stabilizing overseas market
and cultivating domestic market” into practice,
internal and external interaction was achieved in
market development. First, the Company continued
to develop featured businesses and signature
products, and provided precise support to key
businesses and units. The overseas warehouse
business, the complete mining equipment supply +
import trading business, the new energy business
in Central and South America and the building
materials business in North America all achieved
certain results. Second, the Company increased
the efforts in development of the domestic market,
such as the research and development of high-end
casting and forging business, domestic trading of
agricultural products, research and development
of intelligent fuse, and natural gas import
business, through project cooperation, product
research and development, and domestic channel
construction. Third, the Company made full use of
the opportunities from high-end business platforms
such as the China International Import Expo to
expand the its import business; actively prepared
to participate in the Hainan Expo to seek trade
opportunities; seized the opportunity of the Winter
Olympics and started with importing special snow
removal equipment exclusively used by foreign
airports, to actively participate in the construction
of major domestic infrastructure projects.

China Machinery Engineering Corporation
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Successfully completed restructuring of
segments

The Company determined the plan for
consolidation and restructuring of subsidiaries
engaged in trading business. Based on the
construction of core subsidiaries, the Company
actively promoted technological manufacturing,
international trading companies, system integration
and coordination, new energy, bonded processing
parks, and bidding services, striving to enhance
its core subsidiaries in terms of size, strength and
professionalism through integrated operations and
developing their respective core competitiveness.

The following table sets forth the details of the
Trading Business for the year ended 31 December
2020 and the comparative figures for the year

EEEwmE
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HETEZBETRAES
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LEF NN TS HOTF
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TREHNEZE2020F12 8
S1BILFEE FEBFERE
REZ=2019F12A31 81t

ended 31 December 2019: FEMLRET
Year-on-
year
% of 2019 Growth/
2020 Total  (Restated) (Declineg)
2019F HEF#ER/
2020F  AWM% (HEd) OAd)
Revenue A International trade BES 4,018.6 83.9% 5,475.4 (26.6)%
Domestic trade NES 7725 16.1% 1,009.3 (23.5)%
Total Foy 4,791.1 100.0% 6,484.7 (26.1)%
Gross profit EF| International trade BE 379.8 86.0% 538.3 (29.4)%
Domestic trade BEAES 61.8 14.0% 69.4 (11.0)%
Total Foy 441.6 100.0% 607.7 (27.3)%
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C. Services Business

1.

Stable growth in operation

The design consulting segment actively responded
to the impact and market changes as a result
of the pandemic, seized market opportunities
to strengthen the development of the domestic
market, and maintained steady growth in business.

Continued to enhance comprehensive strength

Focusing on the goal of transformation towards
“‘becoming a technology-based engineering
company”, we continued to promote business
innovation, continuously optimized business
structure, and enhanced the capability of serving
the whole industry chain as well as market
competitiveness. China Machinery International
established new branches in the Southwest,
Northwest and North China to accelerate its
national layout; focused on improving the capability
of providing services throughout the whole project
construction process, and strived to launch EPC
project general contracting and whole process
engineering consultation; seized development
opportunities for key industries such as sponge
city, smart manufacturing, prefabricated building,
medical care and industrial parks to actively
explore relevant markets, and entered the list of the
“Top 60 Chinese Engineering Design Companies”
for three consecutive years. Guided by market
demand, JiKan Research Institute continued
to build up its professional capabilities, further
extended along the industrial chain, accelerated
the expansion of engineering inspection and
engineering contracting businesses in the fields
of industrial and civil construction and municipal
environmental protection, and promoted the
improvement of comprehensive strength; improved
the market layout and launched the feasibility study
on the establishment of branches in Zhengzhou
and Chongging.

China Machinery Engineering Corporation
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Excellent scientific and technological
innovation

The Company continued to increase investment
in scientific and technological innovation, gave
full play to the role of leading the market with
scientific research projects and special technology
incubation, and achieved sound results in the
fields of innovation platform construction, major
project research and development, and standards
preparation. China Machinery International and
Jikan Research Institute applied for a total of 19
patents; obtained 4 provincial and ministerial and
industry science and technology awards; received
1 second prize of SINOMACH’s 2020 Excellent
Standards Award; and received approval for 3
provincial technology innovation platforms.

The following table sets forth the details of the
Services Business for the year ended 31 December
2020 and the comparative figures for the year
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ended 31 December 2019: FENLBREF :
Year-on-
year
% of 2019 Growth/
2020 Total (Restated) (Decline)
2019F RFHR/
2020  MEH%  (KER) OR)
Revenue A Design consulting services &SR 926.2 42.9% 784.1 18.1%
Logistics services MRS 318.3 14.7% 340.6 (6.5)%
Export-import agency EHORE
services k% 28.7 1.3% 41.1 (30.2)%
Tendering agency services  HRIZHRIERH 34.6 1.6% 40.8 (15.2)%
Others Hiy 852.6 39.5% 865.1 (1.4%
Total st 2,1604  100.0% 2,071.7 4.3%
Gross profit EF  Design consulting services AT ARH 219.7 41.5% 235.1 (6.6)%
Logistics services AR 53.9 10.2% 140.2 (61.6)%
Export-import agency ERORE
services R 26.2 5.0% 39.9 (34.3)%
Tendering agency services — BERIBRH% 13.7 2.6% 155 (11.6)%
Others Hity 215.6 40.7% 229.8 (6.2)%
Total st 529.1 100.0% 660.5 (19.9%
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BEEERWED T

D.

Important Events

1.

Completion of Acquisition of 64.82% equity
interest in CHPI

On 17 December 2019, the Company and Science
and Technology Research Institute entered into
an acquisition agreement, pursuant to which
the Company agreed to acquire 64.82% equity
interest in CHPI which was held by Science
and Technology Research Institute for an
aggregate consideration of RMB100,885,800 (the
“Acquisition”). The Acquisition was completed
on 23 April 2020. Upon the completion of the
Acquisition, CHPI has become a subsidiary of the
Company in which the Company holds 64.82%
equity interest.

Reference is made to the circular of the Company
dated 25 November 2017, which disclosed CHPI
had been undergoing a work relating to the
benefit plan of retired employees that required
the approval from relevant PRC governmental
authorities, and thus on 26 October 2017, CNEEC
disposed of CHPI to Science and Technology
Research Institute at nil consideration. As the
above work was completed, the commitment
regarding the reorganization of CNEEC into
the Company was fully undertaken through the
Acquisition. In addition, on the one hand, the
full industry chain capabilities of the Company’s
major business will be further improved through
the Acquisition. In particular, the front-end design,
process monitoring and back-end operation
and maintenance capabilities of the Company’s
international engineering contracting segment will
be effectively supplemented, which will further
enhance the comprehensive competitiveness of the
Company’s major business. On the other hand, the
professional technical team of the Company will be
further supplemented in an effective manner, the
technical talent pool of the Company is enhanced,
and the core competitiveness of the Company is
strengthened.
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Management Discussion and Analysis

Details for the transaction are set out on the
Company’s announcements made on 17 December
2019 and 15 May 2020 on the respective websites
of the Stock Exchange and the Company.

Arbitration with a Turkish owner

On 23 April 2020, the Company issued an
announcement and announced that, the
Company has received the arbitration award (the
“Arbitration Award”) issued by the arbitral tribunal
under the International Court of Arbitration of the
International Chamber of Commerce, pursuant to
which, the Company shall pay the compensation of
approximately USD41.42 million, applicable interest
and arbitration related expenses to a Turkish
owner (the “Claimant”), and the Claimant shall
pay the compensation of approximately USD4.15
million and applicable interest to the Company.
The Company and the Claimant have reached
a settlement in respect of the execution of the
Arbitration Award, and entered into a settlement
agreement (the “Settlement Agreement”).
Pursuant to the Settlement Agreement, the
Company shall pay EUR34,308,510 (the
“Settlement Amount”) to the Claimant. From the
date on which the Claimant receives the aforesaid
amount, each party irrevocably releases the other
party from all obligations under the Arbitration
Award.

The Company has completed the payment of
Settlement Amount in accordance with the
requirements under the Settlement Agreement.
The Claimant has confirmed the receipt of
the Settlement Amount. The execution of the
Arbitration Award has completed, and the
Company no longer bears any obligation in respect
of the Arbitration Award.
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Proposed pre-conditional merger by
absorption of the Company by the offeror and
withdrawal of Listing of the Company

Reference is made to the joint announcement of
China SUMEC Automotive Industry Consulting
Development Co., Ltd.* (FEEREZETHE T EHH
ERAMRAT]) (the “Offeror’) and the Company
dated 13 January 2021 (the “13 January
Announcement”), the Offeror and the Company
entered into the Merger by Absorption Agreement
(the “Merger Agreement”), pursuant to which
the Offeror and the Company will implement the
Merger subject to the terms and conditions of the
Merger Agreement. After the Merger, the Company
will be merged into and absorbed by the Offeror
in accordance with the PRC Company Law and
other applicable PRC Laws, and the Listing of the
Company will be withdrawn.

Pursuant to the Merger Agreement, conditional
upon the fulfilment (or waiver, as applicable) of the
Pre-Condition and the Conditions, the Offeror will
pay the consideration (a) in the amount of HK$3.70
per H Share to the H Shareholders in cash; and
(b) in the amount of RMB3.082692 per Domestic
Share, which is equivalent of the consideration
of each H Share based on the Exchange Rate,
to the Domestic Shareholders (being SINOMACH
and China United, the parent of the Offeror and
one of the parent’s wholly-owned subsidiaries,
respectively), which will be satisfied through the
issuance of registered capital of the Offeror to the
Domestic Shareholders in the manner described in
the Merger Agreement. After the completion of the
Merger, the Offeror will assume all assets, liabilities,
interests, businesses, employees, contracts and all
other rights and obligations of the Company and
the Company will be eventually deregistered.
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Management Discussion and Analysis

The Merger is subject to the Conditions
to implementation set out in 13 January
Announcement being satisfied or waived, as
applicable. Neither the Offeror nor the Company
provides any assurance that any or all Conditions
or Pre-Condition can be satisfied, and thus the
Merger Agreement may or may not become
effective or, if effective, may or may not be
implemented or completed. Please refer to the 13
January Announcement for details.

Impacts of COVID-19 Pandemic

Since the nationwide outbreak of COVID-19 pandemic
in January 2020, the Company has actively responded
to it and strictly implemented various provisions and
requirements of the Party and the governments at all
levels for the prevention and control of the pandemic.
In order to succeed in both pandemic prevention
and production, the Company and its branches and
subsidiaries have resumed work successively since 3
February 2020 in accordance with relevant regulations
in their respective regions.

The COVID-19 pandemic is expected to affect the
Company’s production and operation to a certain
extent, and the extent of the impacts will depend on the
progress and duration of the pandemic prevention, and
the implementation of worldwide prevention and control
policies. The Company will take various measures to
minimize such impacts, and conduct in-depth research
on changes in market demand caused by the COVID-19
pandemic to prepare for market development in the
“post-pandemic” era.

The Company will continue to pay close attention to the
development of the COVID-19 pandemic, and evaluate
and actively respond to its impact on the financial
position and operating results of the Company.
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lll. FINANCIAL POSITION AND OPERATING . BBRREREEXEE
RESULTS
The following discussion should be read in conjunction FHETONRE  F 2888
with the financial statements of the Group together with EARREREMEEH P AREE B
the accompanying notes included in this report and other WERMEE -

sections therein.

1. Overview 1.

The Group’s profitability decreased significantly as
compared to 2019. Profit before taxation decreased by
44.4% to RMB1,577.9 million in 2020 as compared to
RMB2,838.7 million in 2019.

2. Revenue 2.

The Group generated its revenue from the International
Engineering Contracting Business, Trading Business
and Services Business. The Group’s revenue decreased
by 32.6% to RMB19,100.2 million in 2020 as compared
to RMB28,348.3 million in 2019.
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The following table sets out, for the periods indicated, TREIRFAREE=ZHES S
the amount and percentage of our total revenue by HEENSBERMEBERANE S
each of our three business segments: Lk -

Year ended 31 December
BZ12A31ALEE
2020 2019 (Restated)
20205 2019 (&3t
(RMB million) % of Total (RMB million) % of Total
(AR¥BEET) BEN% (NEKEET) HBEER) %

International Engineering BB IBREER
Contracting Business

Power EWIEA 6,881.8 36.0% 12,357.9 43.6%
Transportation and RpEHRETFBA

Telecommunications 506.4 2.7% 593.3 2.1%
Non-Core Sectors FELTE 4,760.5 25.0% 6,840.7 24.1%
Subtotal Nat 12,148.7 63.7% 19,791.9 69.8%
Trading Business RS
International trade RE 5 4,018.6 21.0% 5,475.4 19.3%
Domestic trade NE 5 772.5 4.0% 1,009.3 3.6%
Subtotal Nt 4,791.1 25.0% 6,484.7 22.9%
Services Business PR EH 2,160.4 11.3% 2,071.7 7.3%
Total @t 19,100.2 100.0% 28,348.3 100.0%
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1)

International Engineering Contracting
Business

The Group’s revenue generated from the
International Engineering Contracting Business
decreased by 38.6% to RMB12,148.7 million in
2020 as compared to RMB19,791.9 million in
2019, primarily due to the significant decrease
in revenue from each sector from corresponding
previous year as a result of the COVID-19
pandemic.

The revenue generated from the power sector
decreased by 44.3% to RMB6,881.8 million in
2020 as compared to RMB12,357.9 million in
2019, primarily due to the impeded progress of
projects in Pakistan and certain power grid and
power station construction projects in Africa as a
result of the COVID-19 pandemic.

The revenue generated from the transportation and
telecommunications sector decreased by 14.6%
to RMB506.4 million in 2020 as compared to
RMB593.3 million in 2019, primarily because the
railway improvement project in South America has
entered the final stage in 2020, thus making little
progress. Also, due to the COVID-19 pandemic,
new projects made little progress.

The revenue generated from the Non-Core Sectors
decreased by 30.4% to RMB4,760.5 million in
2020 as compared to RMB6,840.7 million in 2019,
primarily due to the impeded progress in the water
plant projects in Africa and Asia and the lithium
carbonate plant project in South America as a
result of the COVID-19 pandemic.
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2)

3)

Management Discussion and Analysis

Trading Business

The Group’s revenue generated from the Trading
Business decreased by 26.1% to RMB4,791.1
million in 2020 as compared to RMB6,484.7
million in 2019, primarily due to the decrease in
the revenue from international trade and domestic
trade as a result of the COVID-19 pandemic.

The revenue generated from the international
trade decreased by 26.6% to RMB4,018.6 million
in 2020 as compared to RMB5,475.4 million in
2019, primarily due to the decrease in number of
export orders to a certain extent as a result of the
COVID-19 pandemic.

The revenue generated from the domestic trade
decreased by 23.5% to RMB772.5 million in
2020 as compared to RMB1,009.3 million in
2019, primarily due to the decrease in number of
traditional projects executed to a certain extent as
a result of the COVID-19 pandemic.

Services Business

The Group’s revenue generated from the Services
Business increased by 4.3% to RMB2,160.4 million
in 2020 as compared to RMB2,071.7 million in
2019, primarily due to the increase in revenue
from design services and survey and supervision
services.
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3. Cost of sales 3. SHERK
The Group's cost of sales decreased by 34.4% 20204 + NEBMHEKERA
to RMB15,426.8 million in 2020 as compared to R¥15,426.8 B & T * 20194
RMB23,516.8 million in 2019, primarily due to the AR AR#23,516.8 & * I
corresponding reduction of costs due to the reduction 1B AR34.4%  EZRZHRKAR
of revenue. DEHN AR D o

4. Gross profit and gross profit margin 4. FEFRERE
()  Gross profit of the Group in 2020 consists of the () 2020F KEEEFHEHBER

followings: N

Year ended 31 December

BE12A31ALEE
2020 2019 (Restated)
2020 2019% (E)

(RMB million) % of Total (RMB million) % of Total
(AR¥EET) BENY% (NEEEET) AR %

International Engineering BRI REABEK
Contracting Business

Power EWIED 1,837.3 50.0% 2,391.3 49.5%
Transportation and REEHRETEA

Telecommunications 126.1 3.4% 175.9 3.6%
Non-Core Sectors FEERLITE 739.3 20.2% 996.0 20.6%
Subtotal Nt 2,702.7 73.6% 3,563.2 73.7%
Trading Business BH¥K
International trade BES 379.8 10.3% 538.3 11.1%
Domestic trade BRNE 5 61.8 1.7% 69.4 1.4%
Subtotal Nt 4416 12.0% 607.7 12.5%
Services Business MR 529.1 14.4% 660.5 13.8%
Total et 3,673.4 100.0% 4,831.4 100.0%
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(i) Gross profit margins of the Group in 2020 are set (i) 2020F RNEEEMEHNT
out below: =

Year ended 31 December
BZ12A31ALFE
2020 2019(Restated)
20204 20194 (&)

(%) (%)
International Engineering Bt TRABER
Contracting Business 22.2% 18.0%
Power B IR 26.7% 19.4%
Transportation and RiBiER R EF@A
Telecommunications 24.9% 29.6%
Non-Core Sectors FERZMTE 15.5% 14.6%
Trading Business BES¥EK 9.2% 9.4%
International trade BERE S 9.5% 9.8%
Domestic trade NE 5 8.0% 6.9%
Services Business e eSS 24.5% 31.9%
Total et 19.2% 17.0%
The Group's gross profit decreased by 24.0% 20204 - REBEMERN A
to RMB3,673.4 million in 2020 as compared to AR¥3673.4BETT M
RMB4,831.4 million in 2019. 2019FBIR AR®4,831.4

BEL ' BIEA24.0% °
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International Engineering Contracting
Business

(a) Gross Profit

The gross profit generated from the
International Engineering Contracting Business
decreased by 24.1% to RMB2,702.7 million in
2020 as compared to RMB3,563.2 million in
2019, primarily due to the decrease in gross
profit from each sector as a result of the
COVID-19 pandemic.

The gross profit generated from the power
sector decreased by 23.2% to RMB1,837.3
million in 2020 as compared to RMB2,391.3
million in 2019, primarily due to the impeded
progress of projects in Pakistan and certain
power grid and power station construction
projects in Africa as a result of the COVID-19
pandemic.

The gross profit generated from the
transportation and telecommunications
sector decreased by 28.3% to RMB126.1
million in 2020 as compared to RMB175.9
million in 2019, primarily because the railway
improvement project in South America has
entered the final stage in 2020, thus making
little progress. Also, due to the COVID-19
pandemic, new projects made little progress.
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(b)
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The gross profit generated from the Non-Core
Sectors decreased by 25.8% to RMB739.3
million in 2020 as compared to RMB996.0
million in 2019, primarily due to the impeded
progress of the water plant projects in Africa
and Asia and the lithium carbonate plant
project in South America as a result of the
COVID-19 pandemic.

Gross Profit Margin

The gross profit margin generated from the
International Engineering Contracting Business
increased to 22.2% in 2020 as compared to
18.0% in 2019, primarily due to the increase in
the gross profit margin from the power sector
and the Non-Core Sectors as compared to
the corresponding previous year.

The gross profit margin generated from
the power sector was 26.7% in 2020 as
compared to 19.4% in 2019, representing
certain growth, primarily due to certain
verification of the project cost conducted by
certain power projects in South America and
Africa during the middle and final stages of
the projects.

The gross profit margin generated from
the transportation and telecommunications
sector was 24.9% in 2020 as compared
to 29.6% in 2019, primarily because the
gross profit margin of the newly effective
telecommunications project in Africa during
the year was lower than the previous level of
the industry.
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The gross profit margin generated from the
Non-Core Sectors was 15.5% in 2020 as
compared to 14.6% in 2019, primarily due
to certain verification of the project cost
conducted by the water plant and water
supply projects in Africa during the middle and
final stages of the projects.

Trading Business

(a) Gross Profit

The gross profit generated from the Trading
Business decreased by 27.3% to RMB441.6
million in 2020 as compared to RMB607.7
million in 2019, primarily due to the decrease
in the gross profit from international trade and
domestic trade as a result of the COVID-19
pandemic.

The gross profit generated from international
trade decreased by 29.4% to RMB379.8
million in 2020 as compared to RMB538.3
million in 2019, primarily due to the decrease
in number of export orders to a certain extent
as a result of the COVID-19 pandemic.

The gross profit generated from domestic
trade decreased by 11.0% to RMB61.8 million
in 2020 as compared to RMB69.4 million
in 2019, due to the decrease in number of
traditional projects executed to a certain
extent as a result of the COVID-19 pandemic.
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Gross Profit Margin

The gross profit margin of the Trading
Business was 9.2% in 2020, as compared
with 9.4% in 2019, which was primarily due
to the decrease in the gross profit margin of
international trade.

The gross profit margin of the international
trade was 9.5% in 2020, which decreased
slightly as compared with 9.8% in 2019.

The gross profit margin of the domestic trade
was 8.0% in 2020, as compared with 6.9% in
2019, which was primarily due to the decrease
in volume of domestic trade business with
low gross profit margin as a result of the
COVID-19 pandemic.

3) Services Business

@

(b)

Gross Profit

The gross profit of the Services Business
decreased by 19.9% to RMB529.1 million in
2020 as compared to RMB660.5 million in
2019, primarily due to the decreases in both
business scale and gross profit margin of the
logistics service to a certain extent as a result
of the COVID-19 pandemic.

Gross Profit Margin

The gross profit margin of the Services
Business was 24.5% in 2020, as compared
with 31.9% in 2019, which was primarily due
to the decrease in gross profit margin of the
logistics service to a certain extent as a result
of the COVID-19 pandemic.
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Other revenue

The Group’s other revenue amounted to RMB52.4
million in 2020 as compared to RMB41.0 million in
2019, mainly due to the increased return on investment
in financial assets.

Other income and expenses, net

The Group’s other income and expenses, net amounted
to RMB175.8 million in 2020 as compared to income
of RMB31.8 million in 2019, mainly attributable to the
increase in gain from fair value changes of foreign
currency forward exchange contracts.

Selling and distribution expenses

The Group’s selling and marketing expenses decreased
by 40.1% to RMB666.2 million in 2020 as compared
to RMB1,113.0 million in 2019, mainly attributable to
the decrease in labor costs, expenses for domestic and
overseas business trips and transportation costs to a
greater extent.

Administrative expenses

The Group’s administrative expenses decreased by
21.6% to RMB1,117.7 million in 2020 as compared
to RMB1,426.0 million in 2019, mainly attributable to
the decrease in labor costs and intermediary services
expenses to a certain extent.

Impairment losses on financial and contract
assets/other operating expenses

The Group’s impairment losses on financial and contract
assets and other operating expenses decreased by
13.3% to RMB3583.6 million in 2020 as compared to
RMB408.0 million in 2019, mainly attributable to the
decreases in the provision for impairment of trade and
other receivables for the current period.
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11.

12.
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Management Discussion and Analysis

Profit from operations

The Group’s profit from operations decreased by
9.9% to RMB1,764.1 million in 2020 as compared to
RMB1,957.3 million in 2019, mainly attributable to the
decrease in gross profit to a certain extent.

Finance income/finance expenses

In 2020, the Group’s finance income amounted to
RMB517.4 million as compared to RMB789.6 million in
2019, representing a decrease of 34.5% as compared
to the corresponding previous year, mainly attributable
to greater exchange gain recorded during the last year.

In 2020, the Group’s finance expenses amounted to
RMB936.9 million as compared to RMB134.5 million in
2019, representing an increase of 596.6% as compared
to the corresponding previous year, mainly attributable
to the substantial increase in exchange losses due to
the significant appreciation of RMB.

Thus, in 2020, net finance income of the Group
amounted to RMB(419.5) million as compared to
RMB655.1 million in 2019.

Income tax

The Group’s income tax decreased by 40.8% to
RMB377.7 million in 2020 as compared to RMB638.4
million in 2019, mainly attributable to the decrease in
profit before tax.

Profit for the year

As a result of the foregoing, the Group’s net profit for
the year decreased by 45.5% to RMB1,200.2 million in
2020 as compared to RMB2,200.3 million in 2019 and
its net profit margin was 6.3% in 2020 as compared to
7.8% in 2019.
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14.

15.

16.

Net profit attributable to owners of the parent

The net profit attributable to owners of the parent
decreased by 45.9% to RMB1,186.6 million in 2020 as
compared to RMB2,193.5 million in 2019.

Net profit attributable to the holders of non-
controlling interests

The net profit attributable to the holders of non-
controlling interests of the Group increased by 101.5%
to RMB13.7 million in 2020 as compared to net profit of
RMB6.8 million in 2019.

Liquidity and capital resources

As at 31 December 2020, the Group’s cash and cash
equivalents decreased by 4.7% to RMB14,828.7
million, as compared to RMB15,563.2 million as at 31
December 2019.

As at 31 December 2020, the Group’s borrowings
amounted to RMB906.6 million, compared to RMB555.3
million as at 31 December 2019, representing an
increase of 63.3%. Short-term borrowings amounted to
RMB757.5 million (including RMB33.1 million of long-
term borrowings due within one year) and long-term
borrowings amounted to RMB149.1 million.

The borrowings were denominated in either RMB, U.S.
dollars or Japanese Yen and were subject to interest
rates ranging from 1.00% to 6.05% per annum.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Capital expenditures

The Group’s capital expenditures consisted primarily
of the purchase of property, plant and equipment,
intangible assets and land lease prepayments. In 2020,
the Group’s capital expenditure was RMB423.3 million,
representing an increase of 38.3% as compared to
RMB306.1 million in 2019, mainly attributable to the
renovation costs and the construction costs of the
infrastructure project in Xi'an.

Gearing ratio

In 2020, the Group’s gearing ratio (total borrowings
divided by total assets) was 1.8%, representing
certain growth as compared to 1.0% in 2019, mainly
attributable to the decrease in total assets and certain
increase in borrowings of the Company.

Major acquisition and disposals and significant
investments

Please see the paragraph headed “ll. BUSINESS
OVERVIEW - D. Important Events” on page 40 of this
report.

Contingent liabilities

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

Event after reporting period

On 25 March 2021, the Board resolved not to distribute
a dividend to the Shareholders, subject to approval of
the Shareholders at the forthcoming annual general
meeting. Such final dividend proposed after the end
of the reporting period has not been recognised as
liabilities as at the end of the reporting period.
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IV. LIQUIDITY

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

We have historically met our working capital and other
liquidity requirements principally from cash generated from
operations, while financing the remainder primarily through
bank borrowings and proceeds from the Listing.

1. Cash Flows

The following table sets forth a summary of our cash
flows for the year ended 31 December 2020, together
with the corresponding figures for the year ended 31
December 2019:

RBES

BPMESTZRAKLEMELNR
T BEEHLERHRTEERER
BEALBRIE - ZANRBDER
BREIBEXRALEESNHTE - BE
BElEEEREERPNER

—HUX - RMERELLETBAE
BeRneeEEehEMRDES
FR o MASEBEIEBBRITEE
M EMEE -

1. BER

[l

TEREEZ2020F12 8318
IFFERMOBESREEHR - LA
NEZE2019F12 A31BILFE
B LLEE T -

Year ended 31 December

HE12A31A1LEE

2020 2019

2020F 2019%F

(RMB million) (RMB million)

(AR¥EET) (ANREEET)

(Restated)

(Zi)

Net cash used in operating activities REEDMBNR TR (1,326.9) (3,496.3)

Net cash from/(used in) investment activities ~ REEBES /(i) HRLFHE 1,280.7 (1,103.6)

Net cash used In financing activities RETEFANESFE (413.9) (1,370.1)

Net decrease in cash and cash equivalents Re kReZENMRIFE (450.5) (5,970.0)
Cash and cash equivalents at the beginning FNNReRREEED

of the year 15,563.2 21,388.7

Net effect of foreign exchange rate changes ERFFMFTE (284.0) 144.5
Cash and cash equivalents at the end FROBLLEEEEY

of the year 14,828.7 15,563.2

As at 31 December 2020, the Group held cash and
cash equivalents decreased by 4.7% to RMB14,828.7
million compared to RMB15,563.2 million as at 31
December 2019. The main sources of business funds of
the Group were the receipts from engineering projects.
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Management Discussion and Analysis

Cash flows from operating activities

For the year ended 31 December 2020, our net cash
flows from operating activities was RMB (1,326.9)
million. The cash generated from operating profit in
2020 was RMB2,193.3 million, the cash outflow from
changes in working capital was RMB633.1 million, and
the income tax paid was RMB693.9 million, changes
in working capital mainly included (i) contract liabilities
decreased by RMB1,086.1 million; (i) trade and other
payables decreased by RMB2,370.9 million; (i) trade
and other receivables decreased by RMB191.2 million;
and (iv) contract assets decreased by RMB545.6 million.

Cash flows from investment activities

For the year ended 31 December 2020, our net cash
generated from investment activities was RMB1,289.7
million. The net cash inflow from our investment
activities mainly includes (i) net cash inflow of
RMB2,280.4 million due to restricted deposits; (ii) cash
outflow of RMB679.2 million due to financial assets
at fair value through profit or loss; (iii) payment for
the acquisition of property, plant and equipment was
RMB355.0 million; and (iv) payment for the acquisition
of a subsidiary was RMB100.9 million.
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Cash flows from financing activities

For the year ended 31 December 2020, our net cash
generated from financing activities was RMB (413.3)
million. Our cash inflows from financing activities mainly
included RMB752.5 million received from borrowings.
Net cash outflows from financing activities mainly
included (i) repayment of bank borrowings of RMB422.0
million and (i) payment of RMB654.3 million dividends
to Shareholders.

Capital expenditures and capital commitments

Our capital expenditures mainly include the purchase of
buildings, specific equipments, prepaid lease payments
and intangible assets. The Group’s capital expenditure
increased by 38.3% to RMB423.3 million in 2020
compared to RMB306.1 million in 2019, mainly due to
the gradual completion of investment projects and fixed
asset infrastructure projects of the Company in this
year.

Our capital commitments mainly include contract
payments that have been signed under construction
projects but not yet executed, and payments that have
been approved by the budget but not yet signed. The
Group’s capital commitment decrease by 42.6% to
RMB397.3 million in 2020 compared to RMB691.9
million in 2019, mainly due to the gradual completion
of the Company’s investment projects and fixed asset
infrastructure projects in this year.
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6. Working capital 6. EEES

(a) BEZRHEMERKIE

(@) Trade and other receivables

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

The following table sets forth the turnover days
of the average trade receivables and the turnover
days of the average trade payables of the
Company for the years ended 31 December 2020
and 2019.

RO E 5 A o B E
EBOEH SRR RE
Uy B - A R P A
T - IR RIS AR E AL I
W IR T M 5 28 1 R B
BRFNE -

TERHEINEE2020F &
2019F 12 A31 B IEFEAX
NARIFEHE FEWREIE R
HESZERNRENEAEX
& o

Year ended 31 December

BZ12A31ALEE
2020 2019
2020% 2019F
(RMB million) (RMB million)
(AR¥EET) (\E¥FEET)
(Restateq)
(Zit)
The turnover days of the average trade receivables (Note 1)
FHEHREFENRERE (Hit1) 169 114
The turnover days of the average trade payables (Note 2)
THEGRNFANEEXRY (H:t2) 348 246

Note 1:

The average trade receivables are the sum of opening
balance and the closing balance of trade receivables
and bills receivables (net of allowance of doubtful debts)
divided by two. The turnover days of the average trade
receivables for the Trading Business are the average
trade receivables for the Trading Business divided by
total revenue and multiplied by 360.

Note 2:

The average trade payables are the sum of opening
balance and the closing balance of trade payables and
bills receivables divided by two. The turnover days of the
average trade payables are the average trade payables
divided by cost of sales and multiplied by 360.
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The following table sets forth the aging analysis
of trade and bill receivables (net of allowance of
doubtful debts) based on the invoice date as at 31
December 2020 and 2019.

TEREFR2020F %2019
F12A31 B E FEKFHE
NEWERE (kR REEE)
B Z AR EREE DT o

As at 31 December

MW12831H
2020 2019
2020 F 20194

(RMB million)  (RMB million)
(AR®EER) (ARFHET)

(Restated)

(E )

Within 3 months 31E A LA 5,505.0 5,712.1
3 to 6 months 3B A =61EA 322.6 762.6
6 months to 1 year 6IEIAE1F 882.7 1,035.0
Over 1 year B3 2,079.2 1,649.9
8,789.5 9,159.6

The Group’s credit policies with its customers for
the year ended 31 December 2020 remained the
same as that for the year ended 31 December
2019. We continually enhanced our management of
trade and bills receivables to reduce the exposure
to doubtful debts. In addition, we made allowance
for doubtful debts after fully considering the nature
of trade and bills receivables and their collectability.
As at 31 December 2020, allowance for doubtful
debts for our trade and bill receivables amounted
to RMB2,613.3 million, accounting for 29.7% of
our trade and bill receivables, as compared to
RMB2,310.6 million, accounting for 25.2% of our
trade and bill receivables as at 31 December 2019.
The increase in allowance for doubtful debt in
2020 compared to 2019 was primarily due to the
increase in the original value of trade receivables
and bills receivables, which resulted in an increase
in the provision for doubtful debts in accordance
with the corresponding bad debt provision policy.
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(b) Trade and other payables (b) EZREMEMNRIE

Our trade and other payables primarily consist of KM E 5 & E A E R

trade and bills payables, other payables related FTEBEEZRENRERE

to agency services, accrued salaries, wages and NEE - RERBEBRNE

benefits and amounts due to fellow subsidiaries. fERRIE - EEtEE T
BRENREREZRKEAF
FKIE -

The following table sets forth the aging analysis of TEREFR20204F %2019

our trade and bills payables based on the invoice F12A31BHMEZEN

date as at 31 December 2020 and 2019. FIERENERIZEEHEH
RIBRER D AT -

As at 31 December

M12H31H
2020 2019
20204 20194

(RMB million)  (RMB million)
(AR®EET) (ARFHET)

(Restated)
(&)
Within 3 months 31E A LA 2,783.0 6,050.1
3 to 6 months 31E A =6{EA 515.6 675.7
6 months to 1 year 6EAZE1FE 2,189.4 1,885.4
Over 1 year 1FEA E 8,885.5 6,822.7
14,373.5 15,433.9
The Group’s credit policies with its suppliers for the B Z2020F 12 A31HILSF
year ended 31 December 2020 remained the same B AEEHRAHEERNGE
as that for the year ended 31 December 2019. FABREHZE2019F12 A

SB1BHIEFEHER -
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V. INDEBTEDNESS V. BE%

Borrowings

Our consolidated borrowings as at 31 December

2020 and 2019 for the purpose of calculating the

indebtedness of our Group were as follows:

BE

A20204F K% 20194F12A318 -
BPANGTEARAEEBENA G
BEWMT :

As at 31 December

R12831H
2020 2019
20204 20194
(RMB million) RMB million

(AR¥EET) ANEEBET)

Current: e -
Short-term borrowings RHEE
Bank loans RITEK
unsecured FAER
secured BHER
Subtotal NET
Add: current portion of long-term  j : REMEERTH
borrowings Eiisa)
Subtotal NET
Non-current: FERE ¢
Long-term borrowings RHEE
Bank loans RITER
unsecured fEAER
secured BER
Subtotal NET
Less: current portion of long-term & : REIE ER)RE)
Borrowings #Ho
Subtotal NET
Total Bt

China Machinery Engineering Corporation
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Management Discussion and Analysis

Qur short-term borrowings primarily include credit
borrowings, mortgage borrowings and guarantee borrowings
from commercial banks and other financial institutions. As
at 31 December 2020, our short-term borrowings (including
the current portion of long-term borrowings) amounted
to RMB757.5 million, accounting for 83.6% of our total
borrowings.

QOur long-term borrowings primarily included pledge
borrowings from commercial banks and other financial
institutions. These included bank borrowings related to
related to engineering projects, with the total balance of
such borrowings (including the current portion) amounting
to approximately RMB182.2 million as at 31 December
2020. As at 31 December 2020, our long-term borrowings
(excluding the current portion) amounted to RMB149.1
million, accounting for 16.4% of our total borrowings. The
increase in our interest-bearing borrowings to RMB906.6
million as at 31 December 2020 was primarily due to the
placement of bank borrowings for engineering projects and
infrastructure projects.

All borrowings were denominated in either RMB, US dollars
or Japanese Yen and were subject to interest rates ranging
from 1.00% to 6.05% per annum.

There had been no material defaults in payment of our bank
borrowings and breaches of the finance covenants during
the year ended 31 December 2020.

The maturity profile of our interest-bearing borrowings as at
31 December 2020 and 2019 is as follows:
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318 ZE5EE (BERBE D) W4
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202012 A31H * ~EEREIH
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BEER2020F12 A31HEMNE A
R#906.6E8IL TEMNIEE
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NEZE2020F 12 A31BIEFE &
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2020 &2019F 12 A31H » M
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As at 31 December

W12A31H
2020 2019
2020F 2019%
(RMB million) (RMB million)
(ARE¥EET) (ANREEET)
Within 1 year or on demand 1TEUALERER 7575 444.2
After 1 year but within 2 years 1FZ2F 32.9 20.8
After 2 years but within 5 years 2FEESE 92.8 57.9
After 5 years 5FAE 23.4 324
Total B 906.6 555.3
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2. Gearing ratio

The Group monitors capital on the basis of the
gearing ratio. Gearing ratio is derived by dividing total
borrowings by total assets multiplied by 100%. In 2020,
the Group’s gearing ratio (total borrowings divided by
total assets) was 1.8%, representing certain growth
as compared to 1.0% in 2019, mainly attributable to
the decrease in total assets and certain increase in
borrowings of the Company.

VI. RISK FACTORS AND RISK MANAGEMENT

The Company is exposed to various types of risks, including
currency risk, interest rate risk, credit risk, liquidity risk,
competition risk, investment risk, country risk from overseas
business, safety and quality risk, post-project transfer
risk, corruption risk, sanctions risk, personnel change
risk, material litigation and arbitration risk, market risk and
privatization and internal integration risk, etc., in the normal
course of business. Our management continuously pays
attention to these risks and monitors us to take appropriate
measures in accordance with the articles of association of
the Company and related systems and implement them in a
timely and effective manner, so as to ensure that those risks
are manageable.

1. Currency risk

Currency risk arises primarily from sales and purchases
and our International Engineering Contracting Business
overseas and overseas financing which give rise to
receivables, payables and cash balances that are
primarily denominated in U.S. dollars and Euros. As a
matter of relevant policy and in compliance with the
PRC laws and regulations, we are not allowed to widely
engage in hedging activities. Therefore, we entered into
foreign currency forward contracts to lock in the value
in RMB for some of our future cash receipts, primarily in
respect of the proceeds of our international engineering
contracting projects to reduce our currency risk and
to obtain certainty of forecasted income generated
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Management Discussion and Analysis

from the deferred payments to be received from the
project owners. The Company maintains and follows the
internal policies and controls for managing the use of
derivative financial instruments and will not participate
in pure speculative arbitrage activities.

Interest Rate Risk

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

Credit Risk

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

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

Competition Risk

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

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

Investment Risk

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

Currently, most of the projects of our International
Engineering Contracting Business are conducted
overseas, especially in developing countries or less-
developed regions including some countries and
regions in constant social or political turbulence. Our
International Engineering Contracting Business may
therefore be subject to constantly changing economic,
regulatory, social and political conditions in the overseas
jurisdictions in which we conduct business or operate
our projects. To the extent that the Group’s overseas
business or operations is affected by unexpected
and adverse foreign economic, regulatory, social and
political conditions, the Group may experience project
disruptions, losses of assets and personnel, and other
indirect losses. In some of the high-risk locations where
the Group has employees, business or operations,
the Group may incur additional costs in safeguarding
our personnel and assets. The Company typically
seeks to manage potential losses through contractual
arrangement which protects us against liabilities due to
force majeure and provides for indemnities from project
owners, subcontractors and suppliers, as well as
purchase of construction, installation and engineering
all-risks insurance and third-party liability insurance.

China Machinery Engineering Corporation

PERMREIRROERATE

NS B B LB

B AT © BMIKE D K BIRR T2
BEBBEENEINET  LEE
FERPERAEBEEEN
HE EFReE - LhgkiK
BRESNERRME - A
bt B TR A B EBERM
ETEBRILCEEE NEINEDNE
%EWT EXE| Bl BR T2k
""""" M%@~Wﬁ~ﬁA&ﬂmF
MEE - MAKBEMNEINERK

BEXIE ﬂZﬁVI\&TﬂE’Wl\
BB BEE - e RBURE
& KEEA %%Wﬁﬁxm~

BEMABBAMNEMEERES
B-AE-ULAKEHERE ¥
BREENSRRBREA - KK
B 5 & B A BN AN AR R 3 AP
MABREE - AREI—REK
BBRERTHRBRMAEAA
NEHMARNEERREERE
X oEBhkftERELRE
ﬁ%*“%%&%kl CTER
I& RARE=ZTEER
M%% BIEEIE -



Management Discussion and Analysis

Safety and Quality Risk

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

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

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

Pandemic risk

Affected by the global pandemic, many countries have
adopted measures such as immigration control, public
health control and strengthened customs clearance
management, while some countries have declared a
state of emergency or stopped public activities. As
a result, some projects may not be implemented as
agreed. Faced with the pandemic risk, the Company
has strictly deployed and actively responded from top
to bottom, and insisted on both pandemic prevention
and control and resumption of work and production.
As for the overseas projects affected by the pandemic,
we have actively and properly utilize legal means to
protect the legal rights of the Company, that is to make
full use of the clauses such as those on force majeure
or unforeseen difficulties in a business contract to
strengthen positive communications, discussions and
negotiations with the owners in the host countries, and
discuss coping strategies together, and to properly
deal with the claims for delayed schedule and expenses
while actively taking mitigation measures, so as to
timely resolve the contract performance risks caused by
the pandemic.
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12. #HIER RS

12. Sanctions Risk

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

In recent years, the U.S. sanctions landscape has
evolved substantially, especially those targeted
at lran and Cuba. 16 January 2016 marked the
“Implementation Day”, which marked the full execution
of sanctions relief promised to Iran as part of the Joint
Comprehensive Plan of Action (JCPOA) as negotiated
by Iran, the P5+1 (the United States, Russia, China,
France, the United Kingdom and Germany) and the
EU and endorsed by the UN (‘lran Nuclear Deal”). In
exchange for curtailing certain nuclear-related activities,
Iran was granted relief from certain U.S., EU, and UN
sanctions. However, the United States announced on
8 May 2018 that it will withdraw from the Iran Nuclear
Deal and restore sanctions against Iran. Therefore, the
Company decided to terminate all business ties in Iran
thereafter from a prudent perspective and the Company
has no existing or implemented project in Iran.
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As to Cuba, following a resumption of formal diplomatic
ties between the two countries under the Obama
administration and the removal of Cuba from the
U.S. government’s State Sponsors of Terrorism list,
a series of amendments to OFAC’s Cuban Assets
Control Regulations and Section 746.4 of Export
Administration Regulations administered by the Bureau
of Industry and Security of United States Department
of Commerce expanded the range of transactions in
which U.S. persons are allowed to engage with Cuba.
However, beginning in November 2017, the former U.S.
government (the Trump administration) began to reverse
some (but not all) of the changes made by the Obama
administration and to re-tighten the U.S. embargo
against Cuba. These changes included the creation
of the State Department “List of Restricted Entities
and Subentities Associated with Cuba” that identifies
entities that are “under the control of, or act for or on
behalf of, the Cuban military, intelligence, or security
services or personnel” (the “Cuba Restricted List”).
U.S. persons are prohibited from engaging in certain
direct financial transactions with entities on the Cuba
Restricted List. Additionally, the Commerce Department
will deny licenses in most cases for exports of U.S.-
origin items for use by entities on the Cuba Restricted
List. Furthermore, on 4 March 2019, the former U.S.
government announced that it would authorize U.S.
nationals to file a limited range of civil claims against
entities operating in Cuba pursuant to Title Ill of the
Cuban Liberty and Democratic Solidarity Act of 1996
(also known as the Helms-Burton Act). Following the
regulatory changes in the United States and taking into
account the local economic conditions, no potential
project carried out in Cuba has been approved by
the general manager of the Company. The Company
has no existing or implemented project in Cuba and
has expressed no willingness to carry out business in
Cuba market recently. Pursuant to our ICP control,
every potential project carried out in Cuba must be (1)
reviewed by the Company’s internal export compliance
office; (2) reviewed by outside legal counsel; and (3)
approved by the general manager of the Company.
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Management Discussion and Analysis

Notwithstanding the former U.S. government’s revised
sanctions policies vis-a-vis Iran and Cuba, we believe
we have been in compliance with the Sanctions
Undertakings made at the time of the Listing as regards
to economic sanctions. We also believe that our interna
control policies targeted at sanctions compliance,
and in particular our internal compliance program
on export control, are sound and sufficient to assist
us in navigating the evolving international sanctions
landscape. Despite the far-reaching and complex nature
of U.S. sanctions programs, our limited activities in
the United States and rigorous internal control policies
will minimize our exposure and liability to any potential
sanctions violations. Of course, it is not possible to
foresee which countries or organizations the present
U.S. government (the Biden administration) and the
future U.S. governments may place under sanctions.
However, previous U.S. administrations, including
the Trump administration, have provided either a
“wind-down” period, or issued a general or specific
license, in order to allow affected firms to terminate
operations and withdraw from countries placed under
new sanctions. Though the termination or forfeiture of
any business operations or revenue in relation to any
newly sanctioned counterparties, industries, projects
or countries, may cause an adverse impact on our
operations, financial condition, or ability to carry on
business in the jurisdictions concerned, we strive to
reduce such hazards through proactive political and
economic risk assessment, along with timely lega
advice from experienced external counsel. Furthermore,
as a result of the foregoing, the Company’s exposure
in Cuba is so limited that any adverse impact from
changes to Cuba sanction by the United States will be
minimal.
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Management Discussion and Analysis
EEENWED

13.

14.

Personnel Change Risk

Personnel change risk refers to the risk of affecting the
Company’s operations due to the resignation or leaving
office of the Company’s senior management personnel.
As the Company is a listed company controlled by the
state, we have higher requirements for the professional
conduct and integrity of senior management personnel.
Under such a high standard, situations in which
senior management personnel resigns due to personal
reasons, systematic personnel transfers or being no
longer suitable for serving positions in the Company
may occur. However, we have formulated, and will
continue to improve, the articles of association of the
Company and related rules and regulations, in order
to ensure the orderly and efficient normal operation
of the Company in spite of temporary absence of
individual senior management personnel, with a sound
awareness of rules and effective systems. At the same
time, in order to avoid frequent changes in senior
management personnel and to ensure the stability of
the Company’s management, we will also continue to
strengthen compliance supervision of personnel and
further enhance the overall compliance awareness of
senior management personnel. Therefore, we believe
that personnel change risk is a controllable risk during
the standardized and refined operation of the Company.

Material Litigation and Arbitration Risk

During the reporting period, there was no litigation or
arbitration that would cause a material impact on the
operations of the Company. During the reporting period,
the progress of non-material litigation and arbitration
which occurred during the reporting period was as
follows:

China Machinery Engineering Corporation
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Management Discussion and Analysis

In December 2015, a Turkish owner (an independent
third party) (the “Owner”) initiated an arbitration
proceeding against the Company at the International
Court of Arbitration of the International Chamber
of Commerce (the “Arbitration Court”), alleging that
there were flaws in an engineering contracting service
provided by the Company and requiring the Company
to compensate for various losses and expenses caused
by the flaws, including loss of profit, repair costs, and
investigation expert fees.

The Company has recently received the final
judgement issued by the arbitral tribunal from the
arbitrator, pursuant to which the Company shall pay
the compensation of approximately USD41.42 million,
applicable interest and arbitration related expenses to
the Owner, and the Owner shall pay the compensation
of approximately USD4.15 million and applicable
interest to the Company.

The Company and the Owner have reached a
settlement in respect of the execution of the arbitration
award, and entered into a settlement agreement (the
“Settlement Agreement”). Pursuant to the Settlement
Agreement, the Company shall pay EUR34,308,510 (the
“Settlement Amount”) to the claimant. From the date
on which the Owner receives the aforesaid amount,
each party irrevocably releases the other party from all
obligations under the arbitration award.

The Company has completed the payment of the
Settlement Amount in accordance with the requirements
under the Settlement Agreement. The Owner has
confirmed the receipt of the Settlement Amount. The
execution of the arbitration award has completed, and
the Company no longer bears any obligation in respect
of the arbitration award.
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Management Discussion and Analysis

BEEERWED T

15.

According to the information currently available to the
Company and the progress of the above case, the
Company is of the view that the above case will not
have a material and adverse impact on the current
financial position and operating results of the Company.

Market Risk

Market risk is defined as the risk of loss to the
businesses of entities in the market caused by adverse
movements in market rates (including interest rates,
exchange rates, stock prices and commodity prices).
In accordance with regulatory requirements, the Group
conducts compliance management of stock price risks
and commodity price risks, continues to improve the
market risk management system, and continuously
improves stress testing and emergency management to
adapt to the increasingly volatile market environment.

During the reporting period, the Group continued
to enhance its awareness of active management of
market risks, steadily advanced various management
tasks, promoted the optimization of daily monitoring
systems, and carried out corresponding technological
development to enhance the Group’s market risk
management capabilities.
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Management Discussion and Analysis
EEENWED

16. Risks in Relation to Privatization and Internal

16. HELLRABESHRNEE

Integration

At present, the Company is being merged into and
absorbed by China SUMEC Automotive Industry
Consulting Development Co., Ltd.* and the Company
will be facing relevant risks brought by privatization and
internal integration. Due to the large number of business
segments and involved subsidiaries of the Company,
the merger and absorption will increase the complexity
of the integration of internal organizational structure,
and it will take some time for the integration of assets,
liabilities, interests and businesses to be in place; in
addition, the Company will need to integrate personnel
according to the new businesses and management
structure after the merger and absorption. Thus, if the
Company fails to achieve effective integration in aspects
including procurement, production, sales, personnel
and management upon the merger and absorption, it
will affect the synergy effect after the merger and may
lead to the failure to achieve the expected goals in the
short term.

The Company continues to establish and improve
its governance structure and standardize corporate
operations in strict compliance with the relevant
laws, regulations and regulatory requirements of the
regulatory authorities, formulate a privatization plan
based on the Company’s development strategies,
and clarify the goals, tasks and implementation plans
of each stage of privatization to ensure effective
implementation of the privatization plan.
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Management Discussion and Analysis
EEENWED

VII. OUTLOOK

In 2021, as guided by the gist of the Central Economic

Working Conference, and in line with the 14th Five-Year

Plan for National Economic and Social Development,

the Company will adapt to the new normal under the

pandemic with a positive attitude, and put new development

philosophies into practice with resolve and courage

to constantly “identify changes, adapt to changes and
seek changes” in an all-out effort to realize CMEC’s new
development pattern of high-quality “dual circulation”.

I. General Approach to Business Development

)

Continuously optimize the 4+X business
pattern to create a diverse and complementary
business model

The Company will maintain the foundation status
of the Engineering Contracting Business, continue
to promote the transformation and upgrade of
the Trading and Services Businesses, accelerate
the transformation of the design consulting
business with China Machinery R&D and JiKan
Research Institute at the core towards “becoming
a technology-based engineering company”,
and make steady progress with the integrated
business of investment, financing, construction
and operation, which will further strengthen
the role of investment to drive the engineering
contracting business. In addition, in accordance
with policy guidance and changes in market
demands, the Company will increase efforts in
the precise cultivation, incubation and fostering of
various emerging businesses taking into account
the Company’s business features and resource
advantages, in order to create new business
growth points.
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(I

Management Discussion and Analysis

Implement the market policy of “stabilizing
overseas market and cultivating domestic
market” and actively integrate into the new
environment of dual circulation and mutual
promotion

To stabilize overseas market, the Company
will develop overseas market with unwavering
perseverance and stabilize its base presence
in overseas market; and to cultivate domestic
market, the Company will play to its strengths
while avoiding its shortcomings, and develop the
domestic market by “leveraging” through multiple
channels and on multiple levels. The Company will
meticulously study the national strategic plans and
relevant domestic regional policies and industrial
policies, continue to strengthen the linkage
between domestic and international markets, and
actively promote the national layout of the design
consulting business.

With an aim to strengthen the development of
the investment business and enhance overall
synergy, the Company will strive for new business
breakthroughs by leveraging its advantages in
market development and, after establishing its
presence according to market trends, carefully
selecting projects in line with the direction of
the Company’s principal businesses for further
study. The Company will continue to establish a
sound environment for internal synergy, improve
the industry alliance cooperation mechanism
and the third-party cooperation mechanism, and
enhance synergy with members of SINOMACH and
SINOMACH Engineering Group.
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Management Discussion and Analysis

BEEERWED T

General Approach to Reform and Innovation

)

(1)

()

Deepened reform of the system and
mechanisms

The Company will actively explore mixed ownership
reform, upgrade all incentive and restraint
mechanisms, and make constant improvements to
the remuneration system.

Actively explore model innovation

The Company will step up its efforts in market
expansion and innovation, actively encourage the
replication of its featured business model, and
customize its flexible financing model to break
through the financing bottleneck.

Effectively exert technological innovation to
lead and support the Company’s businesses

For the engineering contracting business,
the Company will strive to keep up with the
development trends of the latest technologies
and solutions in various fields both at home and
abroad. For the Trading Business, the Company
will continue to increase the technological R&D
investment in respect of its core products, and
continuously upgrade based on market and
customer needs, in order to maintain a leading
position in terms of technology. For the design
consulting business, the Company will continue to
uphold technological innovation as its driving force,
accelerate the transformation and application of
existing technological achievements and enhance
its capacity to provide comprehensive solutions.
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Management Discussion and Analysis

General Approach to Management Improvement

In pursuit of comprehensive and sound risk
management and control, the Company will
continuously optimize its risk control system, implement
a regular pandemic control mechanism, strive to
manage its exchange rate and capital risks, strengthen
compliance management, improve audit quality with
stricter audit procedures, and tighten its grip on

accountability and production safety.

The Company will prepare for the “14th Five-Year
Plan” and enhance top-level design; improve the talent
introduction, training, utilization and management
system; enhance scientific corporate governance;
continue to reinforce awareness for “tightening our
belts”; continue to improve management efficiency by
streamlining the organizational structure and enhancing
differentiated management; effectively enhance
the supporting role of informatization on corporate
management and control; and strive to increase the
management and control capacity of basic functions.
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Major Corporate Events for the Year

REELEKRERT

January 1 8

1.1

Mansoor, CEO of Hub Power Company, Visited the
Company

On 8 January, Chairman BAIl Shaotong met with the visiting

delegation led by Mansoor, CEO of Hub Power Company, at
the headquarter of the Company.
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1.2

1.2

Mr. Narsingh Chaudhary, executive vice president of
Black & Veatch, Visited the Company

On 8 January, President FANG Yanshui met with the visiting
delegation led by Mr. Narsingh Chaudhary, executive vice
president of Black & Veatch.
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1.3

1.3

The Secretary of State for Water Affairs of the Ministry of
Energy and Water of Angola visited CMEC

On 10 January, President FANG Yanshui met with the visiting
Secretary of State for Water Affairs of the Ministry of Energy
and Water of Angola, Mr. Lucrecio Alexandre Manuel da Costa,
at the Company.
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Major Corporate Events for the Year

REELFEAER

January 1 8

1.4

1.4

President FANG Yanshui Visited Uzbekistan

On 20 January, President FANG Yanshui led a team to visit
Uzbekistan and met with Zhang Wenchuan, Minister Counselor
of the PRC in Uzbekistan, Mr. Mirzamakakhmudov, First
Deputy Minister of Energy of Uzbekistan, and Mr. Sanguinov,
Director of Uzbekistan Hydro Energy Co., Ltd.
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1.5

1.5

President FANG Yanshui Visited Tajikistan

On 21 to 22 January, President FANG Yanshui led a team
to meet with Tajik Prime Minister Rasuzorda, Chinese
Ambassador to Tajikistan Liu Bin, Commercial Counselor
Sun Yan, and Tajik Aluminum Group Chairman Mr. Kabirov in
Dushanbe, the capital of Tajikistan. They also went to the site
of the electrolytic aluminum project of Tajik Aluminum Group to
conduct an investigation.
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Major Corporate Events for the Year

REELEKRERT

February 2 A

2.1

2.1

CMEC Ukraine Representative Office Donated Supplies
to Help Wuhan Fight Against COVID-19

On 4 February, CMEC Ukraine Representative Office organized
a donation activity. The donation ceremony was reported by
Ukraine National TV Channel and the Correspondent Station of
the Xinhua News Agency in Ukraine.
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2.2

2.2

CMEC Serbia Branch Collected Anti-epidemic Supplies
On 5 February, CMEC Serbia Branch actively responded to the

call of the Group and contacted immediately Serbian suppliers
to purchase medical protection materials.
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Major Corporate Events for the Year

REELFEAER

March 3 B

3.1 Phase Il Project of TEL Power Station Kicked off in Block
Il of Thar Coalfield in Sindh Province, Pakistan

On 6 March, the confirmation letter for the financing closure
of the TEL power station project (phase lIl) in Block Il of Thar
Coalfield in Sindh Province, Pakistan, which CMEC as a
shareholder has undertaken the construction, was issued,
marking the official initiation of the project and another
remarkable achievement of the China-Pakistan Economic
Corridor.
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April 4 H

4.1 Ethiopian Leipzig Waste Power Plant Achieved its Annual
Power Generation Target Ahead of Schedule

On 20 April, the Leipzig Waste Power Plant project contracted
by CMEC’s subsidiary CNEEC reached the contractual
performance guarantee indicator of 185 million kWh of annual
power generation, and the annual power generation target was
achieved ahead of schedule.
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Major Corporate Events for the Year

REELEKRERT

April 4 B

4.2

4.2

Chairman BAI Shaotong and China Datang Overseas
Investment Co., Ltd. Signed A Strategic Cooperation
Agreement

On 30 April, CMEC and China Datang Overseas Investment
Co., Ltd. signed a strategic cooperation agreement via video
conference.
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May 5 A

5.1

5.1

Live Wires of Zambia Hospital Projects were Handed
Over for Use

On 19 May, the two hospitals contracted by CMEC’s
subsidiary CNCEC completed their inspection. The live wires
were handed over to Zambia to support the fight against the
epidemic.
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Major Corporate Events for the Year

REELEASER

June 6 B

6.1

6.1

Chairman BAI Shaotong and President FANG Yanshui
Met with President of Standard Chartered Bank (China)
Limited

On 3 June, Chairman BAIl Shaotong and President FANG
Yanshui met with Ms. Jerry Zhang, president and vice
chairwoman of Standard Chartered Bank (China) Limited. The
two sides held friendly talks on their business development
and future cooperation.
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6.2

6.2

The Main Structure of the First Building of Maldives
Housing Project Phase Ill was completed

On 18 June, the main structure of the first building of Maldives

Housing Project phase Il contracted by CMEC was completed
successfully.
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6.3

6.3

President FANG Yanshui Held a Video Meeting with the
Royal Group of Cambodia

On 19 June, CMEC and the Royal Group of Cambodia held a
video meeting on cooperation and exchanges between the two
sides.
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Major Corporate Events for the Year

REELEKRERT

June 6 B

6.4

6.4

President FANG Yanshui Held a Video Meeting with GE
On 22 June, President FANG Yanshui held a video

communication meeting between the Company and GE’s
steam power generation business president Michael Keroulle.
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6.5

6.5

CMEC Signs Three International Contracts amid the
Covid-19 Pandemic

On 26 June, President FANG Yanshui, on behalf of
the Company, signed three contracts through video
communication respectively with the Thailand MITT Group,
Senegal River Basin Development Organization, and Spain
Futuvati Company for the new projects, namely rubbish-derived
fuel (RDF) power generation, water conservancy project, and
photovoltaic power station.
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Major Corporate Events for the Year

REELFEAER

July 7H

71

71

JiKan Research Institute Won the Bid for the New
Landmark Pile Foundation Project in Xi’an

On 2 July, CMEC’s subsidiary JiKan Research Institute won
the bid for the pile foundation project of the Xi’an super high-
rise project.

HERETRAZTMEBEELR
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7.2

7.2

Main Dam of Broadlands Hydropower Project in Sri
Lanka was Successfully Completed

On 2 July, concrete placement for the gravity main dam of the

hydropower project in Broadlands, Sri Lanka, contracted by
CMEC’s subsidiary CNEEC, was successfully completed

HEMFHhEBHKSHERIERNHIR

7H2R  CMECTF AR ETAABN T R R ZIEHE/KE L
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Major Corporate Events for the Year

REELEKRERT

August 8 A

8.1

8.1

General Manager of China Datang Corporation
Renewable Power Co., Limited Visited the Company

On 5 August, President FANG Yanshui met with Liu
Guangming, general manager of China Datang Corporation
Renewable Power Co., Limited. The two sides had in-depth
discussions on issues such as joint development of overseas
new energy projects.

mEAEEEFERRGERADLEEEH AR AT R
8ASH  FEKGHEATEGR T REAEEENLRESL A

PRABABEIRE N —1T - €L KRR BINERIER FH
REHETT TIRAIRET o

8.2

8.2

China Machinery International Won the Bid for the
Blockchain Industrial Park Project in Changsha
Economic Development Zone

On 5 August, CMEC’s subsidiary China Machinery International
won the bid for the feasibility study report, survey, plan and
preliminary design of the Blockchain Industrial Park project in
Changsha Economic Development Zone.

PRERTFERIEHNEEREEREER

8A5H - CMECTARIFHEBERH RV KRR EREEXERA
BRITHEMERE - W5 - HRRPRE -

China Machinery Engineering Corporation

PERMREIRROERATE



Major Corporate Events for the Year

REELFEAER

August 8 H

8.3 lIraqi Hillah Wastewater Treatment Plant Project was
Published in the People’s Daily

On 15 August, the Iragi Hillah wastewater treatment plant

project, which is undertaken by CNEEC, a subsidiary of CMEC,
was reported by the People’s Dalily.

8.3 (ARB®H) REFHNRFIITKEERER

8A15H (ARHR) BT CMECTRAIFE T AZNFH R
FROTKEBRIER -

8.4 The Kilinochchi Water Supply and Sanitation Project in
Jaffna, Sri Lanka Obtained the Taking Over Certificate
(TOC)

On 21 August, the Kilinochchi Water Supply and Sanitation
Project in Jaffna, Sri Lanka undertaken by CMEC obtained the
Taking Over Certificate (TOC) issued by the owner.

8.4 HEWFERAMEERFTHARFLEERESEWREE (TOC)

8H21H ' CMECEZMHEM RERMEBHETHOKRELR
BEGEIRBENEKZESE (TOC) -
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Major Corporate Events for the Year

REELEKRERT

August 8 A

8.5

8.5

Vice President TONG Zigang Attended the 2020 Chinese
Committee Meeting of China-Arab Joint Chamber of
Commerce

On 27 August, 2020 Chinese Committee Meeting of China-
Arab Joint Chamber of Commerce was held at the auditorium
of China Council for the Promotion of International Trade.
CMEC Vice President TONG Zigang attended and addressed
the meeting.

EQREARSM2020FHE —MAABSHEFTEESF
EE3

8A278 20204 PE— M EHAHRDHBERFERH
EERSEETH - CMECE B RIBIRAS NS RILHE -

September 9 A

9.1

9.1

China Machinery International Won the Bid for the
Renewal (Phase Il) Engineering and Design Project of
Shenzhen Guangming District Central Hospital

On 4 September, China Machinery International, a subsidiary
of CMEC, won the bid for the renewal (phase Il) engineering
and design project of Shenzhen Guangming District Central
Hospital.

PRERFERTAPREF OEBRERZ (ZH) TEREE

9H4B - CMECF 2 Al # B AP 1R R Y T S AR IR R 0 B B A 3
(ZH)) T12RRAHIAR -

China Machinery Engineering Corporation
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Major Corporate Events for the Year

REELFEAER

September 9 H

9.2 Harbin Mayor Visited the Company

On 18 September, President FANG Yanshui met with Sun
Zhe, mayor of Harbin City at the Company. The two sides held
friendly talks on more extensive cooperation and promotion of
high-quality development.

9.2 MKHEETTRIGAAH

9A18H » HEKBRERRGR THREEMMEAR &
MREIE  HBARSEEEREEFHET T RIFBR -

October 10 A

10.1 230kV Ou River Hydropower Station Phase-lIl
Transmission and Transformation Project in Laos
Received Taking Over Certificate (TOC)

On 12 October, the 230kV Ou River Hydropower Station
Phase-Il Transmission and Transformation Project in Laos,
undertaken by CMEC, was granted the Taking Over Certificate
(TOQ) issued by the owner, marking the completion of the
project 7 months ahead of the schedule. It was handed over to
the owner and put under warranty.

101 EP230kVEIKESH —_HHLSESEHE IR ESBEKEE
(TOC)

10H12H * CMECA2& B R EIB230kV B/I/KEuf — B B E 18
BESEIZEMNENEE (TOC)  EFEZHEEHEBARYTE
THRA7TEART BXEXWEALGRE -
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Major Corporate Events for the Year

REELEKRERT

October 10 A

10.2

General Manager of the International Business Division
of China National Chemical Engineering Group Co., Ltd.
Visited CMEC

On 13 October, Bao Guangdong, general manager of the
International Business Division of China National Chemical
Engineering Group Co., Ltd. visited CMEC, who was received
by a delegation headed by President FANG Yanshui.

10.2 FE{LBIRSEEERAFDEBRSEDELERF AR
10138 MBL2TREBARAFIBERERIALIZHE
REFGRA - FEKBHEERERS -

10.3 President FANG Yanshui Visited Belarusian Embassy in

10.3

China

On 23 October, President FANG Yanshui paid a visit to
Belarusian Embassy in China for communication and
exchanges, making in-depth discussions with Belarusian
Charge D’affaires in China on deepening business cooperation
and expanding cooperation between the two countries.

73 BEKBEE B 2 A6 B B A
10A23R @ HEKGELEARERANBEPBEAEEETI

e B A TR R B KR AR A R BRI B 2 ) S 5
BF MRBEREFEATEITRARR °
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Major Corporate Events for the Year

REELFEAER

November 11 A

CMEC Signed Contract for Maldives National Stadium
Project

At the Maldives National Media Center, CMEC and the
Maldivian Government signed a “Framework Agreement on
Cooperative Construction of the Maldives National Stadium” on
25 November.

CMECENFEAAXEREESEE

11A25H EEBAKRERERD L - CMECESBA KRBT
ZE(FMRKEREFHEBSEERBZE] -

December 12 A

121

12.1

CMEC Attended the 11th International Infrastructure
Investment and Construction Forum

On 2 to 3 December, the 11th International Infrastructure
Investment and Construction Forum, which was jointly
organized by China International Contractors Association
and Macao Trade and Investment Promotion Institute, was
held in Macao. A delegation headed by SINOMACH’s Deputy
General Manager and Chairman of the Company BAI Shaotong
attended a series of activities including the opening ceremony.

CMECZE 11 EERERRERERERSEWE

12H2E| 3H G HFEENMNEBTIRESNREE SR ERE

Hz#ﬂm’]%ﬂflﬁy RIS R e SR B BT
fj'ﬂff%au,ﬁ@,ﬁ% NAEEEARNEBHERERERIE
Ejjo
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Major Corporate Events for the Year

REELEKRERT

December 128

12.2

12.2

CMEC Signed Agreements on Two Large-scale Railway
Cooperation Projects in Argentina

On 11 December, witnessed by the Argentinean President
Alberto Fernandez, CMEC and the Ministry of Transport of
Argentina signed the Supplementary Agreement V on the
Argentina Belgrano Freight Railway Renovation Project and the
MOU for the Northern Patagonia Corridor Railway Renovation
Project.

CMECHMREFEMEAEEKRER SEH
128118 EMRZIEGMNBEERL-B@EmEHRET - CMEC

SR ERBNEE TRE R B E B REEE M
3 AR S T B 35 SR BB T A (R R ©

12.3

12.3

Honorary title of “AAA Credit Rating for International
Contractors” won by CMEC

On 24 December, the sixth council meeting of the seventh
session of China International Contractors Association and the
2020 industry annual conference were held in Xi'an, Shaanxi.
President FANG Yanshui attended the relevant meetings and
activities.

CMECHE G H/MNERB T2 FAAAR [SREBER

127248 » FEEINEBE IEFEEENAEEGE20207T
FEERARLAR - FEKEHS T HESHMNED -
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The Board is pleased to present its report together with the
audited consolidated financial statements of the Group prepared
in accordance with IFRS for the year ended 31 December 2020.

GLOBAL OFFERING

The Company was incorporated as a part of the reorganization
undergone by the Group in preparation for the Listing by
converting its predecessor into a joint stock company with
limited liability under the Company Law on 18 January 2011. The
Company’s H Shares were listed on the Stock Exchange on the
Listing Date.

PRINCIPAL ACTIVITIES

The Company is a leading international engineering contracting
and services provider with a primary focus on EPC projects and
particular expertise in the power sector, capable of providing
one-stop customized and integrated engineering contracting
solutions and services. The Company also conducts the Trading
Business and Services Business.

Details of the Company’s principal subsidiaries are set out in note
1 to the financial statements in this annual report.

RESULTS

The audited results of the Group for the year ended 31 December
2020 are set out in consolidated statement of profit or loss
and the consolidated statement of comprehensive income in
this annual report. The financial position of the Group and the
Company as at 31 December 2020 is set out in the consolidated
statement of financial position and the statement of financial
position in this annual report, respectively. The cash flows of the
Group for the year ended 31 December 2020 are set out in the
consolidated statement of cash flows in this annual report.

A discussion and analysis of the Group’s performance during the
year ended 31 December 2020 and the key factors affecting its
results and financial position are set out in the section headed
“Management Discussion and Analysis” of this annual report.
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EEEHE

FINAL DIVIDEND

Given that the Company is currently in the process of
privatization, the Board did not propose to distribute a final
dividend for the year ended 31 December 2020. For details on
privatization, please refer to the announcement of the Company
dated 13 January 2021.

AGM AND CLOSURE OF REGISTER

The circular and the notice of the forthcoming AGM will be
published and dispatched to the Shareholders in accordance
with the requirements of the Listing Rules and the Articles of
Association. The Company will make an announcement on the
period of closure of register of members of H Shares in the
circular and the notice of the AGM in due course.

BUSINESS REVIEW

A fair review of the business of the Group during the year
ended 31 December 2020, a discussion on the Group’s future
business development and the financial and operational key
performance indicators employed by the Directors in measuring
the performance of our business are set out in the sections
headed “Chairman’s Statement” on pages 2 to 10 of this annual
report, “Key Operating and Financial Data” on pages 13 to 15
of this annual report, “Management Discussion and Analysis - II.
Business Overview” on pages 30 to 43 of this annual report and
“Management Discussion and Analysis - VII. Outlook” on pages
82 to 85 of this annual report. The financial risk management
objectives and policies of the Group are set out in note 37 to
the financial statements in this annual report. Save as disclosed
in note 38 to the financial statements in this annual report, there
were no significant events that have an effect on the Group
subsequent to the financial year ended 31 December 2020.

China Machinery Engineering Corporation
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PRINCIPAL RISKS AND UNCERTAINTIES

A number of factors may affect the results and business

operations of the Group, some of which are inherent to the

industries the Group operates in and some are from external

sources. As regards the principal risks and uncertainties facing

the Group, please refer to the section headed “Management

Discussion and Analysis - VI. Risk Factors and Risk Management”

on pages 66 to 81 of this annual report.

KEY RELATIONSHIPS

U]

Employees

We are in strict compliance with the Labor Contract
Law of the People’s Republic of China and the laws and
regulations of labor and employment in overseas areas
of operation, respect human rights, implement equal and
non-discriminatory labor and employment policies, and
equally treat staffs of different races, nationalities, ethnic
groups, genders, ages and religions, and firmly prohibit
the employment of child laborers, oppose all forms of
employment discrimination and forced labor, and establish
equal labor relations that meet the prescribed requirements

with employees.

We focus on identifying the value of employees, constantly
strengthening the development and training of talents,
broadening the career development channels of staffs,
optimizing the training system, enriching the ways of
incentives for talents, and try our best to activate the
enthusiasm and creativity of staffs.

We build a good career development environment for our
staffs, improve our talent reserve mechanism, optimize
reasonable talent structure, form a team of key talents,
establish a talent flow mechanism, improve our talent training
system so as to mainly solve the problem of shortage and
gap of key talents, which lays a foundation for the Company

to cultivate innovative international talents.
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(i)

We made efforts to form core competitive advantages of
elites and leading talents in the industry as well as build a
transparent and open development environment. We develop
a career development channel system of “smooth vertical
development and horizontal cross-sector development”
for our staffs and help our staffs build a reasonable career
development plan, which form a broad career development
platform for our staffs and promote their sustainable
development.

We respect the opinions of our staffs, carry out democratic
management, and constantly promote and improve the
democratic management system for the enterprise which
mainly includes the trade union system and the congress
of staffs system, and further open up the channels of
democratic participation, democratic management and
democratic supervision for staffs.

Customers

Our major customers are primarily project owners of our
engineering contracting projects for our International
Engineering Contracting Business, and many of them are
governments, governmental agencies or state-owned entities
of overseas countries.

To ensure delivery of quality services to our customers, we
adopt strict internal control and risk management systems
throughout the entire process of a project.

We have developed long-standing relationships with a
number of our customers.

China Machinery Engineering Corporation
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(iii)

There are no unified standard credit terms granted to
customers of the construction business and trading
business. The credit terms granted to customers of the
construction business are negotiated individually on a case-
by-case basis and set forth in the relevant contracts. The
credit terms granted to customers of the trading business
are normally about three to six months. The bills receivables
are generally due within 180 days from the date of issuance.
The Group’s credit policy is set out in note 37(a) to the
financial statements in this annual report. An ageing analysis
of our trade receivable is set out in note 22(a) to the financial
statements in this annual report.

Suppliers and subcontractors

In almost all of our engineering contracting projects, we
act as the main contractor managing and overseeing the
entire project while we procure equipment and machinery
for the construction of our projects from various suppliers
and subcontract works to subcontractors in areas including
design, exploration, logistics, installation, construction and
supervision.

We carefully select our suppliers and subcontractors,
primarily based on their qualifications, track record, financial
strength and quotation. We maintain an updated list of
qualified and reliable suppliers and subcontractors with
a proven track record and long-term relationships with
us. We entered into agreements with our suppliers and
subcontractors in relation to each project and require them
to comply with service standards. We have a number of
measures to manage and monitor the performance of our
suppliers and subcontractors in terms of both quality and
delivery time and to ensure compliance with the applicable
safety and other requirements.

The trade payables are non-interest-bearing and are usually
paid within the agreed period, usually become due within
180 days. The bills payables are generally due within 180
days from the date of issuance. An ageing analysis of
our trade payables is set out in note 24 to the financial
statements in this annual report.
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ENVIRONMENTAL POLICIES

We are subject to different levels of local environmental laws and
regulations governing air pollution, noise emissions, hazardous
substances, waste water and waste discharge and treatment
and other environmental matters depending on the relevant local
jurisdiction in which we operate. Through our quality, safety and
environmental protection control management system, we ensure
compliance with safety and environmental requirements through
various stages: (1) at the design stage, we ensure that our design
is compliant with applicable safety and environmental laws,
regulations and mandatory standards and enhance environmental
awareness and professional ethics of the designers through
education and training; (2) at the procurement stage, we check
and control the equipment and materials used by ourselves and
our subcontractors and ensure that the procurement meets safety
and environmental requirements; and (3) at the construction
stage, we seek to manage factors that may affect safety and
environmental protection during the construction process through
establishing safety and environmental management objectives,
identifying hazardous substances, and abiding by preventive
measures and training.

COMPLIANCE WITH LAWS AND REGULATIONS

To the best knowledge of our Directors, in 2020, we were in
compliance with all relevant PRC laws and regulations in all
material respects and have obtained all necessary licenses,
approvals and permits from relevant and appropriate regulatory
authorities for our business operations in the PRC; the operations
of our overseas subsidiaries were not in breach of any applicable
laws and regulations of the relevant jurisdictions and our overseas
subsidiaries’ business operations were in compliance with the
applicable laws and regulations of the jurisdictions in all material
respects where the overseas subsidiaries were incorporated.

China Machinery Engineering Corporation
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PERMITTED INDEMNITY

Pursuant to the Articles of Association, the Company is entitled to
establish a necessary system of insurance for the liabilities of its
Directors, Supervisors and senior management for the purpose of
lowering the risk that may be incurred from regular performance
of duties by such parties. The Company has arranged appropriate
and valid insurance coverage for Directors’, Supervisors’ and
senior management’s liabilities in respect of legal actions against
them arising out of corporate activities during the year ended
31 December 2020. The indemnity provision and Directors’,
Supervisors’ and senior management’s liability insurance
remained in force as of the date of this report.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements that will or may result in the
Company’s issuance of shares or that require the Company
to enter into any agreements that will or may result in the
Company'’s issuance of shares were entered into by the Company
during the year ended 31 December 2020 or subsisted at the
end of the year.

FINANCIAL SUMMARY

A summary of the Group’s results, assets and liabilities for the
last five financial years is set out in the section headed “Financial
Highlights” of this annual report. This summary does not form
part of the audited consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2020, the Group’s five largest
suppliers accounted for 15.74% (2019 (Restated): 12.20%)
of the Group’s total purchases. The Group’s largest supplier
accounted for 4.46% (2019 (Restated): 3.45%) of the Group’s
total purchases.

For the year ended 31 December 2020, the Group’s sales to its
five largest customers accounted for 22.06% (2019 (Restated):
23.98%) of the Group’s total sales. The Group’s sales to its
largest customer accounted for 9.58% (2019 (Restated): 7.39%)
of the Group’s total sales.
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None of the Directors, the Supervisors or any of their close
associates or any Shareholders (which, to the best knowledge of
the Directors, owns more than 5% of the number of the issued
Shares) had any interest in the Group’s five largest customers
and suppliers.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year ended 31 December 2020 are set out in
note 13 to the financial statements in this annual report.

ISSUED CAPITAL

Details of movements in the issued capital of the Group during
the year ended 31 December 2020 are set out in consolidated
statement of changes in equity in the financial statements.

RESERVES

Details of movements in the reserves of the Group during the
year ended 31 December 2020 are set out in consolidated
statement of changes in equity in this annual report, and details
of movements in the reserves of the Group during the year ended
31 December 2020 are set out in the consolidated statement of
changes in equity in the financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company’s reserves available
for distribution, calculated in accordance with the provisions of
Company Law, amounted to approximately RMB7,461.1 million
(as at 31 December 2019: RMB7,471.5 million).

BANK LOANS AND OTHER BORROWINGS
Particulars of bank loans and other borrowings of the Group

as at 31 December 2020 are set out in note 26 to the financial
statements in this annual report.
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THE BOARD

The Directors during the year ended 31 December 2020 and up
to the date of this report were:

Executive Directors:

Mr. FANG Yanshui (appointed as a Director on 14 February 2020
with immediate effect)

Ms. Al Wei (appointed as a Director on 18 December 2020
with immediate effect)

Non-executive Directors:

Mr. BAI Shaotong

Mr. YU Benli (resigned on 25 September 2020 with immediate
effect)

Mr. ZHANG Fusheng (resigned on 25 September 2020 with
immediate effect)

Mr. MA Jian (appointed as a Director on 25 September 2020 with
immediate effect)

Mr. ZHANG Zhiyu (appointed as a Director on 25 September
2020 with immediate effect)

Mr. WANG Yuqi (appointed as a Director on 25 September 2020
with immediate effect, and resigned on 18 December 2020
with immediate effect)

INEDs:

Mr. LIU Li

Ms. LIU Hongyu

Mr. FANG Yongzhong
Mr. WU Tak Lung

DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

Biographical details of the current Directors, Supervisors and
senior management of the Group are set out in the section
headed “Directors, Supervisors, Senior Management and
Employees” of this annual report.
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CONFIRMATION OF INDEPENDENCE OF INEDS

The Company has received an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules from
each of the INEDs and the Company considers such Directors to
be independent for the year ended 31 December 2020.

SERVICE CONTRACT AND LETTER OF
APPOINTMENT OF DIRECTORS AND
SUPERVISORS

As approved at the 2020 first extraordinary general meeting on
14 February 2020, (i) Mr. BAIl Shaotong has been approved,
confirmed and ratified for being appointed as a non-executive
Director and the chairman of the third session of the Board,
whose term of service commenced from 5 December 2019
until the expiration of the term of third session of the Board;
(i) Mr. FANG Yanshui has been appointed as an executive
Director of the third session of the Board, whose term of service
commenced from 14 February 2020 until the expiration of the
term of third session of the Board; and (i) Ms. WANG Huifang
has been appointed as a shareholder representative Supervisor of
the third session of the Supervisory Board, whose term of service
commenced from 14 February 2020 until the expiration of the
term of the third session of the Supervisory Board.

As approved at the 2020 second extraordinary general meeting
on 25 September 2020, (i) Mr. MA Jian, Mr. ZHANG Zhiyu and
Mr. WANG Yugi have been appointed as the non-executive
Directors of the third session of the Board, whose term of service
commenced from 25 September 2020 until the expiration of the
term of the third session of the Board; (ii) Mr. ZHANG Hong has
been appointed as a shareholder representative Supervisor of the
third session of the Supervisory Board, whose term of service
commenced from 25 September 2020 until the expiration of the
term of the third session of the Supervisory Board.

As approved at the employees’ general meeting of the Company
on 27 November 2020, Mr. He Bing has been elected as the staff
representative supervisor of the third session of the Supervisory Board,
whose term of service commenced from 27 November 2020 until the
expiration of the term of third session of the Supervisory Board.

China Machinery Engineering Corporation
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As approved at the 2020 third extraordinary general meeting
on 18 December 2020, Ms. Al Wei has been appointed as an
executive Director of the third session of the Board, whose
term of service commenced from 18 December 2020 until the
expiration of the term of the third session of the Board.

After their appointment or ratification of appointment, Mr. BAI
Shaotong, Mr. FANG Yanshui, Mr. MA Jian, Mr. ZHANG Zhiyu,
Mr. WANG Yugi (resigned on 18 December 2020) and Ms. Al
Wei have entered into service contract or appointment letter with
the Company for a term of service commencing from the date
of their respective appointment and ending on 4 March 2021
or on the date when the fourth session of the Board is elected
by the Shareholders. The Company shall be entitled to enter
into a service contract with Ms. WANG Huifang (resigned on 25
September 2020), Mr. ZHANG Hong and Mr. HE Bing.

For the year ended 31 December 2020, none of the Directors
or Supervisors had entered or proposed to enter into a service
contract and/or an appointment letter with any member of
the Group which will not expire or is not determinable by the
Company within one year without payment of compensation
(other than statutory compensation).

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

No Director or Supervisor or their connected entities had a
material interest, either directly or indirectly, in any contract of
significance to the business of the Group to which the Company
or its holding company or any of its subsidiaries or fellow
subsidiaries was a party subsisted at the end of the year or at
any time during the year ended 31 December 2020.

CONTROLLING SHAREHOLDERS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

Save as disclosed under the sections headed “Connected
Transactions” and “Continuing Connected Transactions”, there
has been no contract of significance (whether for the provision
of services to the Company or not) between the Company or any
of its subsidiaries and controlling shareholders (as defined in the
Listing Rules) of the Company or any of its subsidiaries during the
year ended 31 December 2020.
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MANAGEMENT CONTRACTS

No contracts (except for the Directors’ service contracts)
concerning the management and administration of the whole or
any substantial part of the business of the Company were entered
into or subsisted during the year ended 31 December 2020.

EMOLUMENT POLICY

The Remuneration Committee was set up for reviewing the
Group’s emolument policy and remuneration structure for all
of the Directors and senior management of the Group, having
regard to the Group’s operating results, individual performance
of the Directors and senior management and comparable market
practices.

The Company does not adopt any pre- or post-IPO share
award scheme and share option scheme as incentive to eligible
employees.

REMUNERATION OF DIRECTORS,
SUPERVISORS AND FIVE INDIVIDUALS WITH
HIGHEST EMOLUMENTS

Details of the emoluments of the Directors, Supervisors and
five highest paid individuals are set out in notes 7 and 8 to the
financial statements in this annual report.

CHANGES TO INFORMATION IN RESPECT
OF DIRECTORS, SUPERVISORS AND CHIEF
EXECUTIVE

Pursuant to Rules 13.51(B) of the Listing Rules, the change
to Directors’, Supervisors’ or chief executive’s information
subsequent to the date of the 2020 interim report of the

Company and up to the date of this report are set out below:

On 25 September 2020, Mr. ZHANG Fusheng resigned as a non-
executive Director of the Company due to the change of job
arrangement and ceased to be a member of each of the Audit
Committee and the Remuneration Committee of the Board.
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On 25 September 2020, Mr. YU Benli resigned as a non-
executive Director of the Company due to the change of job
arrangement and ceased to be the chairman and a member of
the Operation and Risk Management Committee and a member
of the Strategy and Development Committee of the Board.

On 25 September 2020, Ms. WANG Huifang resigned as a
shareholder representative Supervisor and the chairman of the
Supervisory Board due to the change of job arrangement.

On 25 September 2020, Mr. MA Jian was appointed as a non-
executive Director of the Company and a member of the Audit
Committee of the Board.

On 25 September 2020, Mr. ZHANG Zhiyu was appointed as a
non-executive Director of the Company and a member of each
of the Remuneration Committee and the Operation and Risk
Management Committee of the Board.

On 25 September 2020, Mr. WANG Yuqgi was appointed as a
non-executive Director of the Company and a member of the
Strategy and Development Committee of the Board. On 18
December 2020, Mr. WANG Yugi resigned as a non-executive
Director of the Company due to the change of job arrangement
and ceased to be a member of the Strategy and Development
Committee of the Board.

On 25 September 2020, Mr. ZHANG Hong was appointed as a
shareholder representative Supervisor and the chairman of the
Supervisory Board.

On 27 November 2020, Ms. LIU Ting resigned as a staff
representative Supervisor due to job arrangement.

On 27 November 2020, Mr. HE Bing was appointed as a staff
representative Supervisor.
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On 7 September 2020, Mr. ZHANG Hong, a shareholder
representative Supervisor, has been resigned as an executive
director of Wallong (Hong Kong) Limited. On 11 September
2020, Mr. ZHANG was appointed as the chairman of the board
of supervisory of YTO Group Corporation* (FE—#£B AR
A7A]). On 28 September 2020, Mr. ZHANG was appointed as
the chairman of the board of supervisory of Sumec Corporation
Limited* (&3 E M AR 2 a).

On 3 November 2020, Mr. ZHANG Zhiyu, a non-executive
Director, resigned as a director of Sinomach Automobile Co.,
Ltd.* (BUH# /2= H AR A F]) (Shanghai Stock Exchange stock
code: 600335). In September 2020, Mr. ZHANG resigned as a
director of China Hi-Tech Group Corporation* (FFE1E XEEAH
fRA7A]). On 5 August 2020, Mr. ZHANG served as a director of
China Foma (Group) Co., Ltd.* (FEEE#HEBEER A R]) and
China YTO Group Corporation* (/B —#54 B AR A 7)).

On 2 November 2020, Mr. LIU Li, an INED, was appointed as
a member of the related-party transaction control committee of
China International Capital Corporation Limited (F 5% 4 Rt A%
AR AT, a company listed on the Main Board of the Stock
Exchange (stock code: 3908). On 18 November 2020, Mr. LIU
has been resigned as an independent non-executive director of
Bank of Communications Co., Ltd. (RX@BITRNDER AT, a
company listed on the Main Board of the Stock Exchange (stock
code: 3328).

On 8 December 2020, Ms. LIU Hongyu, an INED, has been
resigned as an independent director of Lanpec Technologies
Limited (HERERIA{LEIEBERMDABRAT]), a company listed
on the Shanghai Stock Exchange (stock code: 601798).

On 14 October 2020, Mr. LIU Li, an INED, has been resigned as
an independent director of Success Electronics Ltd (FIEE T %
R BBRAF]), a company listed on the Shenzhen Stock Exchange
(stock code: 002289).

On 18 December 2020, Ms. Al Wei was appointed as an
executive Director of the Company and a member of the Strategy
and Development Committee of the Board.
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INTERESTS, SHORT POSITIONS AND SHARE
OPTION SCHEME OF THE DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT
IN THE SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2020, none of the Directors, Supervisors or
members of the senior management of the Company had any
interests or short positions in the shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO), which would have to
be notified to the Company and the Stock Exchange pursuant
to divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they were taken or deemed to have under
such provisions of the SFO), or which were required, pursuant to
section 352 of the SFO, to be recorded in the register referred
to therein, or which were required to be notified to the Company
and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO
ACQUIRE SHARES OR DEBENTURES

No time during the year ended 31 December 2020 were rights
to acquire benefits by means of the acquisition of Shares in or
debentures of the Company granted to any Director, Supervisor
or their respective spouse or children under 18 years of age, or
were any such rights exercised by them; nor was the Company,
its holding company and any of its subsidiaries or fellow
subsidiaries a party to any arrangement to enable the Directors,
the Supervisors, or their respective spouse or children under 18
years of age, to acquire such rights in any other body corporate.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 31 December 2020, so far as it was known by or otherwise
notified to any Directors or the chief executive of the Company,
the particulars of the corporations or persons (other than a
Director, Supervisor or chief executive of the Company) which/
who had 5% or more interests and short positions in the Shares
and the underlying Shares as recorded in the register kept under
section 336 of the SFO were as follows:

FERRREMALRRD R EE
RO K ERERAR

M2020%F12 318 » IBEANESZEHART
BEETBRABFMKNEM AR ENS -
BIEEFH KA E &I 3361577 B R E LM
Frac s B IR MBI 1D 5% A E#E e
RABREEIAL (EE - EFEHARA
B THABRIN) FBEET -

Long positions and Short positions in the Shares B HEFRRKA
Approximate
Percentage of Approximate
Number of Issued Shareholding  Percentage of
Shares/ in the Relevant  Shareholding in
Capacity/ Underlying Class of Shares the Total Shares
Name of Shareholders Class of Shares  Nature of Interest Shares Held Total (Note 1) (Note 1)
EHEBRAER HRHABR
MEBRATRE/ REFNEALL EHNEI
BRRE® B3 ER 5t/ EHME HERGHE By (1) (1)
SINOMACH Domestic Shares  Interests of beneficial owner/ 3,185,255,700 |
Personal interests (Note 2)
(Long position)
it RER ERaNER /ENES 3,185,255,700
(Hiz2)
(#8)
— 3,217,430,000 100% 77.99%
Interests of controlled 32,174,300
corporation/ (Note 2)
Corporate interests (Long position)
RiEEEER /rEER 32,174,300
(Hii#2)
(&)

1 16 China Machinery Engineering Corporation
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Number of Issued
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Approximate
Percentage of Approximate

Shareholding  Percentage of

Shares/ in the Relevant  Shareholding in
Capacity/ Underlying Class of Shares the Total Shares
Name of Shareholders Class of Shares  Nature of Interest Shares Held Total (Note 1) (Note 1)
HEERGER ERAABR
MEBRATRE/ RESNE L EHNEI
BRRE® B3R a1/ ERE HERGHE Ay (1) (Hii#1)
Citigroup Inc. H Shares 1,266 Shares as Interests of 54,421,779 54,421,779 5.99% 1.35%
controlled corporations and (Note 3)
54,420,513 Shares as (Long position)
approved lending agent/
Corporate and other Interests
EIEEE Hik 1,266 B 1A AR E AR R 54,421,779
54,420,513 83 AR T (H:23)
REA/ FEREMER (#8)
Cape Ann Asset Management  H Shares Investment manager/Other 54,241,000 54,241,000 5.97% 1.31%
Limited Interests (Long position)
HR RELE /AR 54,241,000
(#8)
Notes: Miat -

M

This percentage is calculated on the basis of the number of
underlying Shares/total Shares that had been issued by the
Company as of 31 December 2020.

SINOMACH was beneficially interested in 3,185,255,700 Domestic
Shares, representing approximately 77.21% of our total share
capital. China United was beneficially interested in 32,174,300
Domestic Shares, representing approximately 0.78% of our total
share capital. Since China United is a wholly-owned subsidiary of
SINOMACH, SINOMACH is, therefore, deemed to be interested in
the Domestic Shares held by China United. The following Shares
which are referred to in the notes above represent the same block
of Shares in which all the relevant parties are deemed under the
SFO to be interested.

The 54,421,779 Shares as referred to in note 3 above.

Among these 54,421,779 Shares, 1,154 Shares were held by
Citigroup Global Markets Limited, an indirect non-wholly-owned
subsidiary of Citigroup Inc., 112 Shares were held by Citigroup
Global Markets Hong Kong Limited, an indirect wholly-owned
subsidiary of Citigroup Inc. and 54,420,513 Shares in lending pool
were held by Citibank, N.A., an indirect wholly-owned subsidiary of
Citigroup Inc.. Accordingly, Citigroup Inc. is deemed to be interested
in 54,421,779 Shares.
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Save as disclosed above, and as at 31 December 2020, the
Directors were not aware of any persons (who were not Directors,
Supervisors or the chief executive of the Company) who had
an interest or short position in the Shares or underlying Shares
which would fall to be disclosed under divisions 2 and 3 of Part
XV of the SFO, or which would be required, pursuant to section
336 of the SFO, to be entered in the register referred to therein.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year ended 31 December 2020, the Company did not
redeem any of its H Shares listed on the Stock Exchange nor did
the Company or any of its subsidiaries purchase or sell any of
such shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles
of Association or the Company Law, which would oblige the
Company to offer new Shares on a pro rata basis to existing
Shareholders.

NON-COMPETITION UNDERTAKING

SINOMACH entered into a non-competition agreement dated 12
July 2011 as supplemented by a supplemental agreement dated
10 December 2012 (together as “Non-competition Agreement”)

China Machinery Engineering Corporation
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with the Company. Pursuant to the agreement, SINOMACH
provided certain non-competition undertakings to the Company
and granted the option to acquire certain retained business
which overlaps with the Company’s International Engineering
Contracting Business in the Core Sectors (the “Relevant
Sectors”) and right of first refusal for any new business
opportunities in relation to the Relevant Sectors. Pursuant to
the Non-competition Agreement, the INEDs are responsible
for reviewing the implementation of the undertakings under
the agreement on an annual basis. During the year ended 31
December 2020, the INEDs have reviewed the implementation of
the Non-competition Agreement and confirmed that SINOMACH
has been in full compliance with the agreement and there was no
breach by SINOMACH.

SINOMACH has confirmed in writing to the Company of its
compliance with the Non-competition Agreement for disclosure
in this annual report during the year ended 31 December
2020. Furthermore, as contemplated in the Non-competition
Agreement, SINOMACH shall transfer all its equity interest in
CNCEC, CNEEC and China National Automation Control System
Corporation (“CACS”) to the Company within three years after the
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Listing. The acquisition of the entire equity interests of CNCEC
by the Company was completed on 23 May 2016. The Company
and SINOMACH entered into an agreement on 24 November
2017 to acquire the entire equity interests of CNEEC by the
Company. The acquisition of the entire equity interests of CNEEC
by the Company was completed on 4 April 2018. Following the
acquisition of CNEEC, on 17 December 2019, the Company
acquired 64.82% equity interest in CHPI, and the transaction was
completed on 23 April 2020. The acquisition of the equity interest
in CACS by the Company is currently expected to be delayed.
Please refer to the announcement and circular both published on
5 February 2016 and 24 November 2017 and the announcements
published on 23 May 2016, 12 January 2018, 9 April 2018, 17
December 2019 and 15 May 2020 on the respective websites of
the Stock Exchange and the Company for further details.

DIRECTORS’ AND SUPERVISORS’ INTEREST IN
COMPETING BUSINESS

As at 31 December 2020, none of the Directors, the Supervisors
or their respective close associates had engaged in or had any
interest in any business which competes or may compete with
the businesses of the Group.

RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken in the
ordinary course of business by the Group during the year
ended 31 December 2020 are set out in note 35 to the financial
statements in this annual report. Save as disclosed in aforesaid
note 35 and in the paragraph headed “Connected Transactions”
below, none of the related party transactions as disclosed
constituted disclosable non-exempted connected transaction
or non-exempted continuing connected transaction under the
Listing Rules and the Company had complied with the relevant
requirements of Chapter 14A of the Listing Rules during the year
ended 31 December 2020.

China Machinery Engineering Corporation
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CONNECTED TRANSACTIONS

i. Continuing Connected Transactions

The continuing connected transactions of the Company
are also related party transactions, which are disclosed
in note 35 to the financial statements in accordance with
International Accounting Standard 24 “Related Party
Disclosure”.

The table below set out the annual caps and the actual
transaction amount of such continuing connected
transactions for 2020:

Continuing Connected Transactions Connected person

HARERS BEAL
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NEEB I ZNARBRHFERER
SERBEBER ST ERIF 2457 [ BEH
TR | N IS MR MM FE 35K R o

TREHZE %iéﬁaﬁz%mzozoﬁ
NEELREERTSTE

Actual

Transaction

Annualcap  Amount for
for 2020 2020
2020% 2020%

EELR ERRALE
(RMB million) ~ (RMB million)
(ARBEER) (ARKEET)

(Note ()

(W)

1. Provision of engineering services and products by our ~ Anhui Jinchen Yiyao Co., Ltd.
Group to SINOMACH Group ZHSRBEARAE
AEEREREERETRRERER

3,900.0 605.4

China Ocean Engineering Construction General Bureau

HETRERRRERLH

China National Machinery Industry International Co., Ltd.

PERRER AR ERAT

Guangdong Xinhaijun Development Co., Ltd.

BRABRERARAA

Hainan Yuhai Industrial Development Co., Ltd.

BERSEXERARLT

Shanghai Haihong Industrial (Group) Co., Ltd.

LEBIER (RE) BRAT

Shanghai Hahong Industrial Group Chaohu C-dragon

Pharmaceutical Co., Ltd.

LERIER (RE) SAOREZERAA
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Actual

Transaction

Annual cap ~ Amount for

Continuing Connected Transactions Connected person for 2020 2020
20205 20205

RERERS BEAL FEIR EBRALE

(RMB million)  (RMB million)
(AE¥EET) (\R¥EET)
(Note )
(i)

Shanghai Honghai Property Management Co., Ltd.
HRTENEERERAT

Suzhou Industrial Park Tianlong Zhiyao Co., Ltd.
BN IXERREHERRAA

China Ocean Aviation Group Limited
HE BT EEARAR

Jiangsu SUMEC New Energy Development Co., Ltd.
IHEXENRERARAR

Erzhong (Deyang) Heavy Industries Co., Ltd.
ZE (Bl EREBERAA

China National Machinery Industry Corporation
HERRIEEEARAR

Xi'an Heavy Technology Co., Ltd.
ARENFERELAR

Jiangsu SUMEC Machinery & Electric Technology Co., Ltd.
THEXERSHRARAA

China National Heavy Machinery Gorporation
PEENKEERLE

Luoyang Tractor Research Institute Co., Ltd.

ABEAEREFERAT

China Automotive Industrial Import & Export Co., Ltd.
MERETRELNERAT

China United Northwest Institute for Engineering Design & Research
Co., Ltd.
B TR AR AR AR

122 China Machinery Engineering Corporation
TERMRBIERDERAE
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Actual

Transaction

Annual cap ~ Amount for

Connected person for 2020 2020
2020% 2020%

BEAL EELR EBRRALE

(RMB million) ~ (RMB million)
(AE¥EET) (\R¥EET)
(Note )
(hrey)

Receipt of engineering services and products from
SINOMACH Group by our Group
AREEREREEN TRRERER

China National Cable Engineering Corporation 2,500.0 154.1
HEEETRARAT

China CAGS Engineering Corporation
HEERFRIRARAR

Changzhou Jiangnan Environmental Engineering Co., Ltd.
EMIEREIRARAR

The Fourth Construction of China Machinery Industry Co., Ltd.
BRI E SRR TRERAT

Lanpec Technologies Limited
HRENALRFRBRNERLA

Tianjin Wuyue Construction Supervision Co., Ltd.
REREIRERERARAA

Zhejiang Xin'an Engineering Consultation Co., Ltd

IR IREARRA

China Luyuan International Engineering Co., Ltd.
hEERERIRARAR

China Machinery Industry Construction Group INC.
HERATEEREEERLA

China Machinery Industry International Cooperation Co., Ltd.
HERATEERAERRAA

China Construction Machinery Co., Ltd.
PITRBAREARAT

Shenyang Acadamy of Instrumentation Science Co., Ltd.
EBERHERRRARAR

Chongqing Materials Research Institute Co., Ltd.
ERMHARRARAR
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Continuing Connected Transactions Connected person

KARERS BEAL

Actual

Transaction

Annual cap ~ Amount for
for 2020 2020
2020% 2020%

EELR EBRR5%E
(RMB million)  (RMB million)
(AE¥EET) (\R¥EET)

(Note )

(i)

China General Machinery Engineering Corporation
TERRATRARAE

CMCU Engineering Construction General Bureau
ETHRIRARLR

China Ocean Aviation Group Limited
HE BT EEARAR

China United Northwest Institute for Engineering Design & Research
Co., Ltd.
TER TR AR AR AR

CMEC International Exhibition Co., Ltd.
EERERREABEMLT

China IPPR International Engineering Co., Ltd.
HERTEE TRARAR

Beijing Prominion Publishing Co., Ltd.
IRERERERAT

Sinomach Shidai Home Ownership Chengdu Co., Ltd.
ARBREXRBERAF

Hefei General Machinery Research Institute Co., Ltd.
EERRERRERABRAT

China National Machinery Industry International Co., Ltd.
HERRER A ERDERLA

China Machinery Engineering Corporation
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Actual

Transaction

Annual cap ~ Amount for

Connected person for 2020 2020
2020% 2020%

BEAL EELR EBRRALE

(RMB million)  (RMB million)
(AERERT) (AEKEER)

(Note (j)
(W)
Trading procurement by our Group from SINOMACH ~ N/A 800.0 -
Group A
AEEREREEETESRE
Sales of trading products by our Group to SINOMACH ~ N/A 200.0 -
Group A
AEEREREEHEE SRR
Receipt of integrated services by the Group to N/A 500.0 -
SINOMACH Group TEf
AEERRBREESFARY
Provision of integrated services by our Group to China IPPR International Engineering Co., Ltd. 500.0 17.0

SINOMACH Group
AREREREER MG A R

AP TERIRARAT

China SINOMACH Heavy Industry Corporation
hEARETEEARAT

CMEC International Exhibition Co., Ltd.
AERERREAREAAR

Automotive Engineering Corporation

HEETETRARAR

China CAMC Enginegring Co., Ltd.
PIEETIRRAERAE

SINOMACH Academy of Science and Technology Co., Ltd.
B SRR SRR BR AT

China National Cable Engineering Corporation

TEEEIRERLA

Electromechanical Industry Shanghai Consignment Co., Ltd.

ETE DEBEERAT
The Fourth Construction of China Machinery Industry Co., Ltd.
PERR IR ENRRIRERLT
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Continuing Connected Transactions Connected person

KARERS BEAL

Actual

Transaction

Annual cap ~ Amount for
for 2020 2020
2020% 2020%

EELR EBRR5%E
(RMB million)  (RMB million)
(AE¥EET) (\R¥EET)

(Note ()

(i)

Fong's National Engineering (Shenzhen) Co., Ltd.

UERERE (R BRAR

CMCU Engineering Construction General Bureau

PEPBRIEERLA

Shanghai Haihong Industrial (Group) Co., Ltd.
LEBIER (£8) ERAT

China National Machinery Industry International Co., Ltd.

TERRAR AR ARAT

7. Financing services to our Group from SINOMACH Group
A#EERASERESARE

(1) Deposit services Sinomach Finance Co., Ltd
ERE BIBAREAAR

(2) General loan services
—RE R

(8)  General financial services

—heaks
Notes:

()  The annual cap is disclosed in the announcement and circular
of the Company dated 19 October 2017 and 8 November
2017, respectively and such new annual cap was approved by
Shareholders at the 2017 first extraordinary general meeting of the
Company on 5 December 2017 (the “2017 First EGM”).

(i) The actual transaction amount represents the highest daily deposit
balance plus accrued interest.
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Provision of engineering services and products by
our Group to SINOMACH Group

2018 provision of engineering services and products
agreement (the “2018 Provision of Engineering
Services and Products Agreement”) was entered
into on 19 October 2017 by and between the Company
and SINOMACH to provide engineering services and
products, including but not limited to undertaking
turnkey project and provision of general contracting
services in the power sector and procurement services
and products to SINOMACH Group for the engineering
contracting projects undertaken by SINOMACH Group,
in particular those engineering contracting projects
subcontracted to our Group by SINOMACH Group,
details of which were disclosed in the Company’s
announcement and circular published on 19 October
and 8 November 2017, respectively. 2018 Provision
of Engineering Services and Products Agreement and
the proposed annual caps for the years ended 31
December 2018, 2019 and 2020 for the continuing
connected transactions contemplated thereunder have
been approved by the 2017 First EGM.

2018 Provision of Engineering Services and Products
Agreement is able to increase the revenue and profits of
the International Engineering Contracting Business and
to expand the Group’s market share in the international
engineering contracting market. In particular, it is able to
allow us to participate in certain large-scale engineering
contracting projects undertaken by SINOMACH
Group. Most of the engineering contracting projects
subcontracted to the Group by SINOMACH Group are
large-scale projects which last for a few years. The
relationship between the Group and SINOMACH Group
has been mutually beneficial, fair and reasonable and in
the interest of the Company and the Shareholders as a
whole.
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Please refer to relevant disclosure below for principal
terms and conditions of 2018 Provision of Engineering
Services and Products Agreement.

SINOMACH is the controlling shareholder of the
Company and is, together with its subsidiaries, a
connected person of the Company under the Listing
Rules.

During the year ended 31 December 2020, the annual
cap of this continuing connected transaction was
RMB3,900.0 million and the actual transaction amount
was RMB605.4 million.

Receipt of engineering services and products from
SINOMACH Group by our Group

2018 receipt of engineering services and products
agreement (the “2018 Receipt of Engineering
Services and Products Agreement”) was entered
into on 19 October 2017 by and between the Company
and SINOMACH to receive engineering services and
products from SINOMACH Group, including but not
limited to design, installation, construction, building,
subcontracting and procurement services and products
relating to its engineering contracting projects, details of
which were disclosed in the Company’s announcement
and circular published on 19 October and 8 November
2017, respectively. 2018 Receipt of Engineering
Services and Products Agreement and the proposed
annual caps for the years ending 31 December
2018, 2019 and 2020 for the continuing connected
transactions contemplated thereunder have been
approved by the 2017 First EGM.

The 2018 Receipt of Engineering Services and
Products Agreement is able to allow the Group to
subcontract part of our construction works in line with
the common practice of participants in the international
engineering contracting market. In view of the fact that
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SINOMACH Group is a well-established participant with
good reputation within the international engineering
contracting market which possesses strong capacity
and experience in the manufacturing, design, research
and development of various engineering products, the
Group has preference in sourcing relevant engineering
services and products from SINOMACH Group to gain
benefits from such technical strengths of them.

Please refer to relevant disclosure below for principal
terms and conditions of the 2018 Receipt of Engineering
Services and Products Agreement.

SINOMACH is the controlling shareholder of the
Company and is, together with its subsidiaries, a
connected person of the Company under the Listing
Rules.

During the year ended 31 December 2020, the annual
cap of this continuing connected transaction was
RMB2,500.0 million and the actual transaction amount
was RMB154.1 million.

Trading procurement by our Group from
SINOMACH Group

2018 trading procurement agreement (the “2018
Trading Procurement Agreement”) was entered into
on 19 October 2017 by and between the Company and
SINOMACH to source various trading products from
SINOMACH Group to support our Trading Business,
which consist of, but not limited to, agriculture
machinery and equipment, agriculture transportation
vehicles, logging equipment and mining equipment,
details of which were disclosed in the Company’s
announcement published on 19 October 2017.

In the view of the strong manufacturing capacity of
SINOMACH Group, the 2018 Trading Procurement
Agreement is able to facilitate the Trading Business.
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Please refer to relevant disclosure below for principal
terms and conditions of the 2018 Trading Procurement
Agreement.

SINOMACH is the controlling shareholder of the
Company and is, together with its subsidiaries, a
connected person of the Company under the Listing
Rules.

During the year ended 31 December 2020, the annual
cap of this continuing connected transaction was
RMB800.0 million and the actual transaction amount
was RMB nil.

Sales of trading products by our Group to
SINOMACH Group

2018 trading sales agreement (the “2018 Trading
Sales Agreement”) was entered into on 19 October
2017 by and between the Company and SINOMACH
to sell various trading products to SINOMACH Group
under the Trading Business, details of which were
disclosed in the Company’s announcement published
on 19 October 2017.

The 2018 Trading Sales Agreement is able to increase
the revenue and profits of the Trading Business and
to expand the market share in the international trading
market.

Please refer to relevant disclosure below for principal
terms and conditions of the 2018 Trading Sales
Agreement.

SINOMACH is the controlling shareholder of the
Company and is, together with its subsidiaries, a
connected person of the Company under the Listing
Rules.

During the year ended 31 December 2020, the annual
cap of this continuing connected transaction was
RMB200.0 million and the actual transaction amount
was RMB nil.
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Receipt of integrated services by the Group to
SINOMACH Group

The Receipt of Integrated Services Agreement (the
“Receipt of Integrated Services Agreement’) was
entered into on 19 October 2017 by and between
the Company and SINOMACH to receive integrated
services, including but not limited to exhibition
and conference services, technological research
and development service, management consulting
services, design consulting services, property leasing
and management services in respect of the services
business from SINOMACH Group, details of which were
disclosed in the Company’s announcement published
on 19 October 2017.

SINOMACH Group is a well-established industry
player with good reputation within the services
business market, which possesses strong capacity
and experience in the design consulting, research
and development of various services, the Group has
preference in sourcing relevant integrated services
from SINOMACH Group to benefit from such technical
strengths of SINOMACH Group. The Receipt of
Integrated Services Agreement is able to enhance
completion of the services business undertaken by the
Group at efficient timing and with better quality.

Please refer to relevant disclosure below for principal
terms and conditions of the Receipt of Integrated
Services Agreement.

SINOMACH is the controlling shareholder of the
Company and is, together with its subsidiaries, a
connected person of the Company under the Listing
Rules.

During the year ended 31 December 2020, the annual
cap of this continuing connected transaction was
RMB500.0 million and the actual transaction amount
was RMB nil.

Report of Directors

EEEHE

FEEEIEREESSRY

BEXEERBERGZ ([E2R
ERBELGZE]) EhA R EHE
B #PR2017F 1081985
VAL AR 7S S 75 5 2 B i S B 1R 41t
WiRERE - BEETERAEE
Re#ERS - ﬂ&ﬁﬂ?&ﬁﬂé’*ﬁﬁ
% BEEEHARE B AR
% MEMRE ﬂai%ﬁ&n% B
HIBERARBHN2017F10 A
198 HIBEM R EANEE -

BEMEENREEGETISAERE
TEABBERIMNITESEE
TEEREAKN - R R

BREERBTARBRLEELRH A
SEER B E#E B SRS
ERE - NEHERINES Ex -
XA RBIERBHEERMIFT
BN RIS AL = WU KA E
HEEREK °

EMESHARBERGBEDE
BHERRIEYE  BLRTXIEH
9 -

B SRR MERRR - Bt
Rz EMARR - HEREMB A
BAIRARFMBEEAL -

REZE2020F12A31HILHF

B ABEEAERSINFE LR

ﬁAEﬁ%oo OBE&ET  MER
S ABAREBZ T -

Annual Report 2020
2020 FF#R

131




132

Report of Directors

EEEHE

Provision of integrated services by our Group to
SINOMACH Group

2018 integrated services agreement (the “2018
Integrated Services Agreement’) was entered into
on 19 October 2017 by and between the Company
and SINOMACH to provide integrated services such
as legal services, exhibition and conference services,
storage and transportation services, tendering services,
agency services, property management services and
design services to SINOMACH Group in respect of the
business undertaken by SINOMACH Group, details of
which were disclosed in the Company’s announcement
published on 19 October 2017.

SINOMACH Group has engaged the Group to provide
them with certain integrated services which the Group
is qualified in providing. The 2018 Integrated Services
Agreement is able to increase the revenue and profits of
the Group.

Please refer to relevant disclosure below for principal
terms and conditions of the 2018 Integrated Services
Agreement.

SINOMACH is the controlling shareholder of the
Company and is, together with its subsidiaries, a
connected person of the Company under the Listing
Rules.

During the year ended 31 December 2020, the annual
cap of this continuing connected transaction was
RMB500.0 million and the actual transaction amount
was RMB17.0 million.

Principal terms of the agreements

Each of the Renewed Provision of Engineering
Services and Products Agreement, Renewed Receipt
of Engineering Services and Products Agreement,
Renewed Trading Procurement Agreement, Renewed
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Trading Sales Agreement and Renewal Integrated
Services Agreement (collectively the “Renewed
Agreements”) and the Receipt of Integrated Services
Agreement are framework agreements that comprises
the general terms and conditions upon which the Group
and SINOMACH Group shall carry out the particular
type of transactions contemplated thereunder. Members
of SINOMACH Group and members of the Group may
from time to time enter into detailed agreements in
respect of the specific services and/or products to
be provided or received by the Group, provided that
the terms of such detailed agreements shall not be
inconsistent with the terms of the respective framework
agreement. The actual services and/or products to be
provided or received by our Group shall be subject to
such detailed agreements entered into between the
relevant member of SINOMACH Group and the relevant
member of the Group from time to time.

Each of the 2018 Provision of Engineering Services
and Products Agreement, 2018 Receipt of Engineering
Services and Products Agreement, 2018 Trading
Procurement Agreement, 2018 Trading Sales
Agreement and 2018 Integrated Services Agreement
(collectively “2018 Agreements”) is to extend the
terms to another 3 years, and the Receipt of Integrated
Services Agreement is also for a term of 3 years, all
commencing from 1 January 2018 and ending on 31
December 2020 and may be renewed on terms to be
agreed upon by SINOMACH and the Company. Each of
such framework agreements (i) may be terminated by a
non-defaulting party by serving a written default notice
to the defaulting party stipulating the relevant breach
and the defaulting party having failed to remedy such
breach within a reasonable period after its receipt of the
default notice; and (i) shall be terminated automatically
if the performance of the transactions contemplated
thereunder will be in breach of the requirements under
the Listing Rules or the necessary approvals required
under the Listing Rules or relevant waivers from the
Stock Exchange cannot be obtained.
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The pricing policy, payment terms and all other material
terms and conditions of the Renewed Agreements
remained unchanged. The Receipt of Integrated
Services Agreement adopts new pricing policies and
new payment terms, pursuant to which the price
payable for the subject services and/or products
thereunder shall be determined in accordance with,
among others, price prescribed by the government,
price range guided by the government, price guided
by the industry, price negotiated between the parties.
Pursuant to the new payment terms, the Payment
and settlement for transactions shall be subject to the
specific terms on timing and method of payment and
settlement under the separate agreements. Details for
the terms and conditions of the Renewed Agreements,
2018 Agreements and the Receipt of Integrated
Services Agreement were disclosed in the Company’s
announcements and circulars published on 14 and 17
November 2014, 19 October and 8 November 2017,
respectively.

Financing services to our Group from SINOMACH
Group

2018 Financial Service Agreement (the “2018 Financial
Services Agreement”) entered into by and between
the Company and Sinomach Finance Co., Ltd. (the
“Finance Company”), a subsidiary of SINOMACH
Group, on 19 October 2017. The New Financial
Services Agreement dated 14 November 2014 (the
“New Financial Services Agreement”) will be expired
on 31 December 2017. The 2018 Financial Services
Agreement has become effective upon approved by the
2017 First EGM for a term for 3 years from 1 January
2018 to 31 December 2020. The proposed annual caps
for the years ended 31 December 2018, 2019 and 2020
for the continuing connected transactions contemplated
under the 2018 Financial Services Agreement have
been approved by the 2017 First EGM.
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Financial services and major terms

The pricing policy, payment terms and all other material
terms and conditions of the New Financial Services
Agreement remain unchanged. Pursuant to the 2018
Financial Services Agreement, the Finance Company agrees
to provide to the Group the following financial services:

Type 1 - Deposit Services

The Finance Company will provide deposit taking services
for current deposits, call deposits, deposits with maturity of
1-day and 7-day respectively and time deposits (3-month,
6-month, 1-year, 3-years and other deposit periods as
required by the regulatory policies).

Type 2 - General Loan Services

The Finance Company will provide various types of loans
to the Group (including working capital loans, fixed assets
loans, finance leases, purchaser’s credit business and
domestic factoring).

Type 3 - General Financial Services

The general financial services to be provided by the Finance
Company to the Group include collection, payment and
settlement services, provision of entrusted loans, issuance
of letters of guarantee and bank guarantee, issuance of
bank letters of credit, handling of bank acceptance, handling
of bill acceptance and discounting, financial and financing
consultation, arrangement of credit certification and related
consultation and agency services, underwriting of corporate
bonds designated investment business, acceptance bill
custody business, trans-bank cash management platform
service and other businesses which are approved by CBRC
(former CBIRC) to carry out. The Finance Company would
charge the corresponding fees.
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In relation to the Entrusted Loans, the Finance Company
shall complete the release of the Entrusted Loans on
the date of receipts of the Entrusted Deposits of the
Group and its subsidiaries, and commit that the Group
and its subsidiaries would repay the loans by their own,
without provision of any guarantee by the Group and its
subsidiaries, provided that the Group will require guarantee
for the Entrusted Loans business of its subsidiaries, the
Finance Company shall cooperate to complete the relevant
procedures according to the instruction from the Group.

The pricing policy of the Finance Company is subject to
the guidelines set by the CBRC or PBOC (as applicable).
Therefore, the fees charged by the Finance Company for
its services to be provided to the Company are comparable
to those charged by the financial institutions in the PRC
for similar services. Furthermore, the Finance Company is
subject to various rules and regulations issued by the CBRC
in relation to its provision of deposit services, including
the mandatory requirements on its asset-liability ratios,
and has established comprehensive internal control and
risk management systems, and implemented corporate
governance guidelines in accordance with the relevant
regulatory requirements.

For details for the 2018 Financial Services Agreement, please
refer to the Company’s announcement and circular published
on 19 October and 8 November 2017, respectively, on
the respective websites of the Stock Exchange and the
Company.

The Finance Company is a subsidiary of SINOMACH which
is the controlling shareholder of the Company and is a
connected person of the Company under the Listing Rules.

During the year ended 31 December 2020, the cap
for the maximum daily deposit balance (including any
interest accrued thereon) with the Finance Company was
RMB3,900.0 million and the actual amount was RMB3,895.2
million. No annual cap has been set for the general loan
services with the Finance Company and the actual amount
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was RMB nil.
charged by the Finance Company for the provision of

The annual caps for the total fees to be

general financial services are RMB25.0 million, and the
actual amount was RMB nil.

The INEDs have reviewed each of the above mentioned

continuing connected transactions and confirmed that the

transactions have been conducted:

(1)

in the ordinary and usual course of business of the
Company;

on normal commercial terms or, if there are no sufficient
comparable transactions to determine whether they are
on normal commercial terms, from the perspective of
the Company, on terms no less favorable than the terms
available to or from independent third parties; and

in accordance with relevant agreements governing the
relevant transactions on terms that are fair and reasonable
and in the interests of the Shareholders as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Board
engaged the auditor of the Company to conduct a limited
assurance engagement on the above continuing connected
transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740
“Auditors’ Letter on Continuing Connected Transactions
under Listing Rules”
Certified Public Accountants. The auditor has reported their
conclusion to the Board stating that:

issued by the Hong Kong Institute of

a. nothing has come to the auditors’ attention that causes
the auditor to believe that the non-exempt continuing
connected transactions have not been approved by the
Board;
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b. for transactions involving the provision of goods
or services by the Group, nothing has come to the
auditors’ attention that causes the auditor to believe
that the transactions were not, in all material respects,
in accordance with the pricing policies of the Group;

c. nothing has come to the auditors’ attention that causes
the auditor to believe that the transactions were not
entered into, in all material respects, in accordance with
the relevant agreements governing such transactions;
and

d. with respect to the aggregate amount of each of the
non-exempt continuing connected transactions set
out above, nothing has come to the auditors’ attention
that causes the auditor to believe that the non-exempt
continuing connected transactions have exceeded the
maximum aggregate annual value disclosed above.

The auditor has issued their unqualified letter containing their
findings and conclusions in respect of the abovementioned
transactions in accordance with Rule 14A.56 of the Listing Rules.
The Company has provided a copy of the said letter to the Stock
Exchange.

In respect of the above-mentioned non-exempt connected
transactions, the Directors also confirmed that they are
connected transactions under Chapter 14A, and the Company
was in compliance with the disclosure requirements under
Chapter 14A of the Listing Rules.

EVENTS AFTER THE REPORTING PERIOD

The material events after the reporting period are disclosed in
note 38 to the financial statements in this annual report.

AUDIT COMMITTEE

The Audit Committee had reviewed together with the
management and external auditor of the Company the accounting
principles and policies adopted by the Group and the audited
consolidated financial statements for the year ended 31
December 2020.
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CODE OF CONDUCT REGARDING EMPLOYEES’
SECURITIES TRANSACTIONS

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

CORPORATE GOVERNANCE

The Group is committed to maintaining high standards of
corporate governance to safeguard the interests of the
Shareholders and to enhance corporate value and accountability.
The Company has adopted the CG Code as its own code of
corporate governance. The Company has complied with the code
provisions as set out in the CG Code during the year ended 31
December 2020 and up to the date of this report.

The Company will continue to review and enhance its corporate
governance practices to ensure compliance with the CG Code.

SUFFICIENCY OF PUBLIC FLOAT

The Stock Exchange granted to the Company a waiver (the
“Public Float Waiver”) from strict compliance with Rule 8.08(1)
of the Listing Rules. Pursuant to the Public Float Waiver, the
Company’s prescribed minimum percentage of Shares which
must be in public hands must not be less than 22.01% of the
total issued share capital of the Company. Based on information
publicly available to the Company and to the knowledge of the
Directors, at least 22.01% of the Company’s total issued share
capital, the prescribed minimum percentage of public float
approved by the waiver and permitted under the Listing Rules,
are held by the public at all times as of the date of this report.
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INDEPENDENT AUDITORS

There were no changes of independent auditors in the past 3
years.

COMPLIANCE WITH SANCTIONS
UNDERTAKINGS

As disclosed in the Prospectus, the Company and the Directors
have covenanted to the Stock Exchange that they will not,
directly or indirectly, (1) use any of the proceeds from the Global
Offering, or make such proceeds available to any individual
or entity, to fund any activities in or business of or with (i) any
individual or entity or (ii) in any country or territory, that at the
time of such funding, is the target of any sanctions administered
by OFAC, or (2) engage in any activity that is sanctionable under
the ISA (as amended by the Comprehensive Iran Sanctions,
Accountability, and Divestment Act of 2010), the Executive Order
13846 or the Executive Order 13871 (collectively, the “Executive
Orders”) for so long as the ISA or Executive Orders remain in
effect (the “Sanctions Undertakings”). The Directors confirmed
that both the Company and the Directors were in compliance
with the Sanctions Undertakings as at the date of this report.
In particular, the Company has taken the following measures to
ensure compliance with the Sanctions Undertakings:

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

2. Accounting measures - The Company has ensured that
separate books and records are in place to monitor the
activities, including deposits and disbursements, of the
Proceeds Accounts.

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

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

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

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

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

By Order of the Board
BAI Shaotong

Chairman

Beijing, the PRC, 25 March 2021
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Corporate Governance Report

CORPORATE GOVERNANCE REPORT

The Board is pleased to present this corporate governance report
in the annual report of the Company for year ended 31 December
2020 (the “Year”). In addition, certain information regarding the
Directors and the Board committees has been updated as at the
date of this annual report.

CORPORATE GOVERNANCE PRACTICES

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

Chairman and President

Under the code provision A.2.1 of the CG Code, the roles of
chairman and chief executive officer should be separate and
performed by different individuals. Under the current organization
structure of the Company, Mr. BAI Shaotong is the chairman
of the Board (the “Chairman”) and Mr. FANG Yanshui is the
president of the Company (the “President”). The balance of
power and authority is ensured by the operation of the senior
management and the Board, which comprise experienced and
high caliber individuals. Pursuant to the Articles of Association,
the primary duties and responsibilities of the Chairman include:

a) presiding over the shareholders’ general meetings; and
convening and presiding over meetings of the Board,
examining the implementation of the resolutions of the
Board;
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organizing the formulation of regulations on the operation of
the Board, and coordinating the operation of the Board;

hearing regular or non-regular performance reports on the
Company’s senior management; and

giving opinions guiding the execution of board resolutions,
signing the Company’s share certificates, debentures and
other important documents, and representing the Company
in signing important legally binding documents with third
parties.

The major responsibilities of the President include:

a)

leading the production, operation and management of the
Company, and reporting his works to the Board;

organizing the implementation of the resolutions of the
Board, the Company’s annual business plans and investment
plans;

preparing the Company’s annual budgets and final accounts,
and providing recommendations to the Board;

formulating the plans for merger, division or reorganization of
the wholly-owned subsidiaries and controlled subsidiaries of
the Company;

preparing plans for the establishment of the Company’s
basic management system and the internal management
structure, preparing plans for the establishment of domestic
and overseas branches of the Company, formulating specific
rules and regulations of the Company;

appointing or removing the management personnel, except
for those that shall be appointed or removed by the Board;

formulating the remunerations, benefits and incentive
programs, as well as the appointment and removal of the
Company’s employees;
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h)  proposing to convene an extraordinary board meeting when
emergency arises; and

i) determining on investment, financing, contracts and
transactions of the Company within the scope of
authorization of the Board.

SECURITIES TRANSACTIONS BY DIRECTORS
AND SUPERVISORS

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

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

The Board is primarily responsible for overseeing and supervising
the management of the business affairs and the overall
performance of the Group. The Board sets the Group’s values
and standards and ensures that the requisite financial and human
resources support are in place for the Group to achieve its
objectives. The functions performed by the Board include but not
limited to formulating the Group’s business plans and strategies,
reviewing the Company’s financial results and performance and
approving its interim and annual results; approving appointment,
removal or re-appointment of the Board members upon the
recommendation of the Nomination Committee; approving the
remuneration package of directors and senior management of
the Company upon the recommendation of the Remuneration
Committee, deciding all significant financial (including major
capital expenditure) and operational issues, formulating,
monitoring and reviewing the Group’s corporate governance,
and all other functions reserved to the Board under the Articles
of Association. The Board may from time to time delegate
certain functions to senior management of the Group if and
when considered appropriate. The senior management is mainly
responsible for the execution of the business plans, strategies
and policies adopted by the Board and assigned to it from time
to time.

All Directors shall ensure that they carry out their duties in good
faith, in compliance with applicable laws and regulations, and in
the interests of the Company and its Shareholders at all times.
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Currently, the Board comprises the following nine Directors:

Executive Directors
FANG Yanshui (President)
Al Wei

Non-Executive Directors
BAI Shaotong (Chairman)
MA Jian

ZHANG Zhiyu

INEDs

LIU Li

LIU Hongyu
FANG Yongzhong
WU Tak Lung

The biographical details of each of the Directors are set out in the
section headed “Directors, Supervisors, Senior Management and
Employees” of this annual report.

Save as disclosed in this annual report, there was no financial,
business, family or other material relationship among the
Directors.

The executive Directors are responsible for the leadership and
control of the Company and overseeing the Group’s businesses,
strategic decisions and performances and are responsible
for promoting the success of the Company by directing and
supervising its affairs.

The four INEDs are responsible for ensuring a high standard of
financial and other mandatory reporting of the Board as well as
providing a balance in the Board in order to effectively exercise
independent judgment on the corporate actions of the Company
so as to protect Shareholders’ interest and overall interest of the
Group.
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Throughout the Year, the Company had at all times met the
requirement of the Listing Rules that the number of INEDs must
represent at least one-third of the Board members and at least
one of the INEDs shall have appropriate professional qualifications
of accounting or related financial management expertise. The
Company has four INEDs currently representing half of the Board
and therefore the Company has complied with the Listing Rules.

All Directors, including the INEDs, have brought a wide spectrum
of valuable business experience, knowledge and professionalism
to the Board for its efficient and effective functioning. The
INEDs were invited to serve on the Audit Committee, the
Remuneration Committee, the Nomination Committee, the
Strategy and Development Committee and the Operation and
Risk Management Committee.

As regards the CG Code provision requiring directors to disclose
the number and nature of offices held in public companies or
organizations and other significant commitments as well as
their identity and the time involved to the issuer, the Directors
agreed to disclose their commitments to the Company in a timely
manner.

The Company has arranged appropriate insurance coverage on
the liabilities of the Directors and senior management in respect
of any legal actions taken against them arising out of performing
their duties. The insurance coverage is reviewed on an annual
basis.

Confirmation of Independence

Each of the INEDs has made an annual confirmation of
independence by reference to Rule 3.13 of the Listing Rules and
the Board is satisfied that all INEDs were independent and met
the independent guidelines set out in Rule 3.13 of the Listing
Rules, up to the date of this annual report.
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Directors’ Induction and Continuous Professional
Development

Each newly appointed Director has received formal,
comprehensive and tailored induction on the first occasion of
his/her appointment to ensure appropriate understanding of the
business and operations of the Company and full awareness of
Director’s responsibilities and obligations under the Listing Rules
and relevant statutory requirements.

The Company has from time to time provided briefings to all
Directors to develop and refresh the Directors’ duties and
responsibilities. Continuing briefing and professional development
for Directors will be arranged whenever necessary. The
Directors are provided with monthly updates on the Company’s
performance, position and prospects to enable the Board as
a whole and each Director to discharge his or her duties. All
Directors are also encouraged to attend relevant training courses
at the Company’s expense. They have been required to provide
the Company with their training records.

During the Year, all Directors had participated in continuous
professional development (‘CPD”) to develop and refresh their
knowledge and skills by reading materials and/or attending
briefings by legal counsels or seminars organised by professional
bodies on corporate governance or updates on laws, rules and
regulations relating to the roles, functions and duties of a director.
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Individual record of each Director who received training for the
Year is summarised as follows:

A 6 S A A R
mF

Directors Types of CPD
BE BESERRENESE
(Notes)
(Kiat)

Executive Directors HITEE

Mr. FANG Yanshui (appointed on FEKSE (FR2020F2 A14H Aand BAKB
14 February 2020) BEE)

Ms. Al Wei (appointed on YRzt (7202012 A18H Aand B AKB
18 December 2020) BEF)

Non-executive Directors FHTES

Mr. BAI Shaotong B E Aand B AKB

Mr. YU Benli (resigned on 25 September 2020) SRR & A (R202059 A25 HEHE) A and B AKB

Mr. ZHANG Fusheng (resigned on R4S A (R20209F9 A 25 HEHTE) Aand B AKB
25 September 2020)

Mr. MA Jian (appointed on 25 September 2020) BBV A (FR2020F9 A25 HE LR T) A and B AKB

Mr. ZHANG Zhiyu (appointed on AT LA (7220209 A25H Aand BAKB
25 September 2020) EEHE)

Mr. WANG Yugi (appointed on 25 September 2020 T E¥ 54 (7202049 A25H Aand BAKB
and resigned on 18 December 2020) BEZF - R2020F 12 A 18 HEHT)

INEDs BYkHTES

Mr. LIU Li 2 h ket A and B AXB

Ms. LIU Hongyu Rl F 44 A and B AX&B

Mr. FANG Yongzhong FKBEE Aand B AKB

Mr. WU Tak Lung RiEgEEE A and B AXB

Notes: B -

A:  attending seminars/forums/workshops/conferences relevant to the
business or directors’ duties

B:  studying regulatory updates on laws, rules and regulations relating
to directors’ roles and functions

All Directors had provided the Company with their training
records for the Year.
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Meetings of Board and Board Committees and Directors’
Attendance Records

The Company adopts the practice of holding board meetings
regularly, at least four times a year. Notices of not less than
fourteen days are given for all regular board meetings to provide
all Directors with an opportunity to attend and include matters in
the agenda for a regular meeting. For other Board and committee
meetings, reasonable notice is generally given. The agenda and
accompanying board papers are dispatched to the Directors or
committee members at least fourteen days before the regular
meetings and at least five days before the extraordinary meetings
to ensure that they have sufficient time to review the papers and
be adequately prepared for the meetings. When the Directors or
committee members are unable to attend a meeting, he or she
may appoint in writing another Director to attend the meeting on
his or her behalf. The power of attorney shall specify the scope of
authorization. The proxy shall exercise the rights of the Director
within the scope of the authorization. A Director failing to attend
the board meeting in person or by proxy shall be deemed as
having waived his or her voting rights at such meeting.

The company secretary or her delegate is responsible for keeping
all minutes of the Board meetings and the Board committees.
Draft minutes are normally circulated to Directors for comments
within a reasonable time after each meeting and the final version
is open for Directors’ inspection. According to the Listing Rules,
any directors and their close associates with a material interest
in the transactions to be discussed at the Board meetings will
abstain from voting on resolutions approving such transactions
and will not be counted in the quorum at meetings.

Any Director wishing to do so in the furtherance of his or
her duties may take independent professional advice at the
Company’s expense. Directors get familiar with the Group’s
principal activities through initial induction, ongoing participation
at the Board and committee meetings, and meeting with key
members of management. The Directors are encouraged to
update their skills and knowledge.
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During the Year and up to the date of 25 March 2021, the
Company held nineteen Board meetings (including written
resolutions), one annual general meeting and two class meetings
and three extraordinary general meetings (collectively, the
“Shareholders’ Meetings”). Details of attendance of the
Directors are as follows:

RAFEREZE2021F3H25H » ArE
B+ hRESEgeR (BEEERE)
—RIRRBEFRE RMXERIRE XS A
R=RBEEREAg (ABIBREXE]) -
EEHEFEHIIAT -

Board Shareholders’

Directors meetings Meetings
B5x EEgeR BRAE
Executive Directors HTES
Mr. FANG Yanshui FEKEE
(appointed on 14 February 2020) (FR2020F2 A14BEZ ) 19/19 5/5
Ms. Al Wei NEZz+
(appointed on 18 December 2020) (7202012 18 AEET) 6/19 N/A
TEA
Non-Executive Directors FHITES
Mr. BAI Shaotong H#Rm%EE 19/19 6/6
Mr. YU Benli RAE LA
(resigned on 25 September 2020) (PA2020F9 H25 HEHTE) 10/19 5/5
Mr. ZHANG Fusheng RABESLA
(resigned on 25 September 2020) (720209 A 25 HEHT) 10/19 5/5
Mr. MA Jian HESE A
(appointed on 25 September 2020) (FA2020F9 A25 HEZT) 9/19 1/1
Mr. ZHANG Zhiyu RBFIRA
(appointed on 25 September 2020) (PR2020F9 25 HEZE) 9/19 1/1
Mr. WANG Yugi TEHLEAE
(appointed on 25 September 2020 and (FR2020F 9 A25 HEZR T -
resigned on 18 December 2020) M2020412 A18 HEHT) 3/19 1/1
INEDs BUFHTES
Mr. LIU Li BlHhE 19/19 6/6
Ms. LIU Hongyu RHTF &+ 19/19 6/6
Mr. FANG Yongzhong KB A 19/19 6/6
Mr. WU Tak Lung RiEELAE 19/19 6/6
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BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy and discussed all
measurable objectives set for implementing the policy.

The Company recognises and embraces the benefits of diversity
of Board members. It endeavours to ensure that the Board has
a balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’s business. All
the appointments of the Board members will continue to be made
on a merit basis with due regard for the benefits of diversity of
the Board members. Selection of candidates will be based on
a range of diversity perspectives, including but not limited to
gender, age, cultural and educational background, experience
(professional or otherwise), skills and knowledge. The ultimate
decision will be made upon the merits and contribution that the
selected candidates will bring to the Board.

BOARD COMMITTEES

The Board has established, with written terms of reference,
five Board committees, namely the Audit Committee, the
Remuneration Committee, the Nomination Committee, the
Strategy and Development Committee and the Operation
and Risk Management Committee (together, the “Board
Committees”), to oversee particular aspects of the Company’s
affairs. The Board Committees are provided with sufficient
resources to discharge their duties.

The written terms of reference for each Audit Committee,
Remuneration Committee and Nomination Committee are in line
with the Listing Rules and they are posted on the respective
websites of the Stock Exchange and the Company.
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Audit Committee

The Board established the Audit Committee with written terms of
reference in compliance with the CG Code. The Audit Committee
comprises two INEDs and one non-executive Director, namely
Mr. LIU Li, Ms. LIU Hongyu and Mr. MA Jian, the majority of them
are INEDs. Mr. LIU Li is the chairman of the Audit Committee.

The primary duties of the Audit Committee include, among
others:

a) To review the financial statements and reports and consider
any significant or unusual items raised by the internal audit
division or external auditor before submission to the Board;

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

c) To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and
internal audit system and associated procedures, including
the adequacy of the resources, staff qualifications and
experience, training programs and budget of the Company’s
accounting and financial reporting function.

During the Year and up to the date of 25 March 2021, the
Audit Committee held five meetings to review and supervise the
financial reporting process and internal control review. It had
in conjunction with Ernst & Young, the existing external auditor
of the Company, reviewed the Group’s the unaudited interim
results for 2020 and audited annual results for the Year and
recommended the same to the Board for their consideration
and approval. The Audit Committee was of the opinion that
the preparation of such results complied with the applicable
accounting standards and requirements and that adequate
disclosures have been made. The Audit Committee also carried
out and discharged its other duties as set out in the CG Code.
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Details of attendance of the Audit Committee meetings are as

SREAEE

B RBERERNLEFBLT

follows:
Directors Attendance
2= HERE
Mr. LIU Li (Chairman) BRIk (EE) 5/5
Ms. LIU Hongyu BT F 4 5/5
Mr. ZHANG Fusheng (resigned on RfEAE A

25 September 2020) (202049 A 25 HEHT) 3/5
Mr. MA Jian (appointed on 25 September 2020) BB (FA2020F9 A25 A EZ 1) 2/5

Remuneration Committee

The Board established the Remuneration Committee with
written terms of reference in compliance with the CG Code. The
Remuneration Committee comprises two INEDs and one non-
executive Director, namely Mr. FANG Yongzhong, Mr. ZHANG
Zhiyu and Mr. LIU Li, the majority of them are INEDs. Mr. FANG
Yongzhong is the chairman of the Remuneration Committee.

The primary duties of the Remuneration Committee include,
among others:

a) To make recommendations to the Board on the Company’s
policy and structure for remuneration of the Directors and
senior management and on the establishment of a formal
and transparent procedure for developing the remuneration

policy;

b) To review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals and
objectives; and

c) To determine, with delegated responsibility, the remuneration
packages of individual executive Directors and senior
management, or to make recommendations to the Board on
the remuneration packages of individual executive Directors
and senior management.
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During the Year and up to the date of 25 March 2021, the
Remuneration Committee held two meetings to review the
remuneration packages of the Directors and the senior
management and relevant remuneration, performance systems of
the Company.

Details of attendance of the Remuneration Committee meetings
are as follows:

MAREERBE20219F3A258 » HME
BeRTMASE UEHNEELRESMNE
A B 858 LA R AR B F BN A& A
BAHIE o

FMZEESENLEFBOT

Directors Attendance
5= HERE
Mr. FANG Yongzhong (Chairman) FoK B (/) 2/2
Mr. LIU Li &bt 2/2
Mr. ZHANG Fusheng (resigned on oRAEAE S A

25 September 2020) (202059 A25 HEHTE) 0/2
Mr. ZHANG Zhiyu (appointed on FBFEAE

25 September 2020) (7R2020F9 A 25 HIEZ ) 2/2

Remuneration Policy of Directors

Each Director has entered into service contract or letter of
appointment with the Company. The current executive Directors
are entitled to an annual fixed fee (tax included) pursuant to
the service contract entered into with the Company. The fee
includes, among others, salaries, benefits, duty subsidies and
pension contribution as determined in accordance with the laws
and regulations of the PRC and the policy guidance issued by the
senior regulatory authorities as well as the duties, performance
and working experience of the executive Directors. Meanwhile,
the executive Directors are also entitled to management bonus
as determined by the Board or the Remuneration Committee
with reference to the overall operating results and performance
of the Company. The decision to grant such management
bonus was made by the general meeting or the Board under the
authorisation of the general meeting. Each non-executive Director
and each INED is entitled to fixed subsidy, which is determined
with reference to the prevailing market price, pursuant to the
service contract or letter of appointment entered into with the
Company. Reasonable fees incurred by the Directors during their
services in the Company shall be borne by the Company.
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Nomination Committee

The Board established the Nomination Committee with
written terms of reference in compliance with the CG Code.
The Nomination Committee comprises two INEDs and one
non-executive Director, namely Ms. LIU Hongyu, Mr. FANG
Yongzhong and Mr. BAI Shaotong, the majority of them are
INEDs. Mr. BAI Shaotong is the chairman of the Nomination
Committee.

The primary duties of the Nomination Committee include, among
others:

a) To review the structure, size and composition of the Board
on a regular basis according to the operating activities,
asset size and equity structure of the Company and make
recommendations regarding any proposed changes;

b) To make recommendations to the Board on appointment or
re-appointment of and succession planning for Directors;

c) To identify candidates who are qualified/suitable to join the
Board and to select or make recommendations to the Board
on the selection of candidates nominated for directorships;

d) To assess the candidates for the senior management of the
Company and its wholly-owned and controlled subsidiaries,
and provide appraisal opinions to the Board; and

e) To assess the independence of the INEDs.

During the Year and up to the date of 25 March 2021, the
Nomination Committee meeting held two meetings to review
the structure, size and composition of the Board, review and
recommend new director candidates for the third session
of the Board, and deal with matters by participating in the
Board meetings, among others, to discuss and assess the
independence of the INEDs; and recommend the senior
management of the Company.
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Details of attendance of the Nomination Committee meetings are REZECLHMEREFHBOT

as follows:

Directors Attendance
BE HERE
Mr. BAI Shaotong (Chairman) BB E (F/F) 2/2
Ms. LIU Hongyu BT F+ 2/2
Mr. FANG Yongzhong F KB 2/2
Nomination Policy REEE

The key objective of the Nomination Policy shall include, among REBENEIZEZREE (HhE)

others:

Selection Criteria kAR

° Effect on the Board’s composition and diversity, including
but not limited to the candidate’s gender, age, cultural and
educational background, geographical location, professional
experience, skills, knowledge and length of service, etc.

° Commitment of the candidate to devote sufficient time to
effectively carry out his/her duties.

° Independence of the candidate.

° Potential or actual conflicts of interest that may arise if the °
candidate is selected.

e Length of service of the independent non-executive Director °
to be re-appointed.

e Provide consent in relation to their standing for election as °
a non-executive Director and the public disclosure of their
personal data on any documents or the relevant website.

China Machinery Engineering Corporation
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° Nomination Committee may request candidates to provide
additional information and documents, if considered
necessary.

e  Give advice to the Board in relation to the succession plans
for directors.

Nomination Procedures

° Nomination Committee shall identify or select candidates
according to the selection criteria.

o Nomination Committee shall conduct assessment on
candidates, including but not limited to interviews and
background search, if necessary.

° Nomination Committee shall hold Nomination Committee
meeting to consider and resolve the matter on the
nomination.

° Nomination Committee shall recommend the holding of
general meeting and board meeting to consider and resolve
the matter on the nomination.

e  Appointment of directors shall be made according to the
decision made during the general meeting and board
meeting.

Supervision and Review

The Nomination Committee is responsible for the supervision of
execution of this nomination policy, reviewing this nomination
policy and discussing on whether amendments shall be made
in due course, and giving advice to the Board in this regard.
Amendments shall be implemented only after the approval of the
Board.
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Appointment and Re-election of Directors

The current executive Directors and non-executive Directors
have entered into a service contract or letter of appointment
with the Company for a term commencing from the date of the
general meeting at which the respective executive Directors or
non-executive Directors were appointed, until the end of the
term of the third session of the Board and may be terminated in
accordance with the respective terms of the service agreements.

Each of the INEDs has signed a letter of appointment with the
Company for a term commencing from the date of the general
meeting at which the respective INEDs were appointed until the
end of the term of the third session of the Board.

None of the Directors has a service agreement which is not
terminable by the Group within one year without payment of
compensation (other than statutory compensation).

In accordance with the Articles of Association, all Directors shall
be elected or replaced at the Shareholders’ general meetings
with a term of office of three years. Upon expiry of the term of
office, a director shall be eligible to offer himself/herself for re-
election and re-appointment. Any person appointed by the Board
to fill a casual vacancy or as an addition to the Board shall hold
office until the Company’s next AGM and that person shall then
be eligible for re-election and re-appointment.

The procedures and process of appointment, re-election and
removal of Directors are set out in the Articles of Association and
the Nomination Policy. The Nominee Committee is responsible for
reviewing the Board composition, monitoring the appointment,
re-election and succession planning of Directors.

China Machinery Engineering Corporation
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Strategy and Development Committee

The Strategy and Development Committee comprises two
Executive Directors, one Non-Executive Director and one INED,
namely Mr. BAI Shaotong, Mr. FANG Yanshui, Ms. Al Wei and
Mr. LIU LI. Mr. BAI Shaotong is the chairman of Strategy and
Development Committee.

The primary duties of the Strategy and Development Committee
include, among others:

a) To conduct research in respect of, and formulating the
strategy and business development of our Company,
including the medium to long term plans, and supervising
the implementation of our Company’s strategic planning;

b) To present assessment reports on the implementation of our
Company’s strategic planning, management and business
development; and

c) To research and analyse major issues encountered by our
Company in the course of its development.

During the Year and up to the date of 25 March 2021, the
Strategy and Development Committee did not hold meeting.
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Operation and Risk Management Committee

The Operation and Risk Management Committee comprises
one Executive Director, one Non-Executive Director and two
INEDs, namely Mr. FANG Yanshui, Mr. ZHANG Zhiyu, Mr. FANG
Yongzhong and Mr. WU Tak Lung. Mr. FANG Yanshui is the
chairman of Operation and Risk Management Committee.

The primary duties of the Operation and Risk Management
Committee include, among others:

a) To review and evaluate the progress of significant
investments, operating activities, and significant business
operation;

b) To review and evaluate the decision making standards and
mechanisms as regards significant operating decisions,
significant risks, significant events, and significant business
procedures; and

c) To establish sound and comprehensive risk management,
strategies and solutions in respect of the risk management
and internal control system with a view to ensuring the
effective and efficient operation of such system.

During the Year and up to the date of 25 March 2021, the
Operation and Risk Management Committee held two meetings
to discuss and consider the internal control system work report
for 2019 and 2020 of the Company.
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Details of attendance of the Operation and Risk Management

SREAEE
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Committee meetings are as follows:
Directors Attendance
2= R
Mr. YU Benli (Chairman) (resigned on RAELE ()

25 September 2020) (FA20209F9 A25 A &#T) 1/2
Mr. FANG Yanshui (Chairman) (appointed on FEXREE (F/E)

14 February 2020) (FR2020F2 A14AEZE) 2/2
Mr. ZHANG Zhiyu (appointed on SORTFLE

25 September 2020) (FR2020F9 25 HEE(E) 1/2
Mr. FANG Yongzhong FKABE A 2/2
Mr. WU Tak Lung RiBBESLAE 2/2
Delegation by the Board EEERE

The Board reserves its decision-making right over all major
matters of the Company, including approval and monitoring of all
policy matters, overall strategies and budgets, risk management
system, material transactions (in particular those that may involve
conflict of interests), financial information and other significant
financial and operational matters. Directors could have recourse
to seek independent professional advice in performing their duties
at the Company’s expense and are encouraged to access and to
consult with the Company’s senior management independently.

The daily management, administration and operation of the Group
are delegated to the senior management. The delegated functions
and responsibilities are periodically reviewed by the Board.
Approval has to be obtained from the Board prior to significant
transactions entered into by the management as defined under
the relevant Working Rules for the General Manager {24832 T 1
A,
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Corporate Governance Functions of the Board

The

Board recognizes that corporate governance should be the

collective responsibility of the Directors which include:

a.

To develop, review and implement the Company’s policy and
practices on corporate governance;

To review and monitor the training and continuous
professional development to the Directors and senior
management;

To review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

To develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors;

To review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report; and

To develop, review and monitor the implementation of
the Shareholders’ communication policy to ensure its
effectiveness, and make recommendation to the Board
where appropriate to enhance Shareholders’ relationship
with the Company.

China Machinery Engineering Corporation
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Remuneration of Directors, Supervisors and Senior
Management

Particulars of the Directors’ and Supervisors’ remuneration for
the Year are set out in note 7 to the financial statements in this
annual report.

There were five employees being classified as senior management
during the Year. Pursuant to code provision of B.1.5 of the CG
Code, the annual remuneration of the members of the senior
management (other than the Directors and Supervisors) for the
Year by band is set out below:

SREAEE
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Number of
Remuneration bands (RMB) individuals
FMER(ARET) AB
0 to 1,000,000 021,000,000 0
1,000,001 to 1,500,000 1,000,001 £ 1,500,000 5
1,500,001 to 2,000,000 1,500,001 £2,000,000 0
2,000,001 to 2,500,000 2,000,001 22,500,000 0

During the Year, no Directors, Supervisors or chief executives
waived or agreed to waive any emoluments, and no emoluments
were paid by the Group to the Directors, Supervisors, chief
executives or the five highest paid individuals as an inducement
to join or upon joining the Group or as compensation for loss of
office.
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DIRECTORS’ RESPONSIBILITIES FOR
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the preparation
of the consolidated financial statements for the Year, which give
a true and fair view of the state of affairs of the Company and the
Group’s results and cash flows for the year then ended and are
properly prepared on a going concern basis in accordance with
the applicable statutory requirements and accounting standards.

Pursuant to code provision C.1.1 of the CG Code, the
management provides such explanation and information to
the Board to enable it to make an informed assessment of the
financial and other information put before the Board for approval.
The Company also provides the members of the Board with
monthly updates on the Company’s performance, financial
positions and prospects.

The Directors were not aware of any material uncertainties which
may affect the Company’s business or cast significant doubt
upon the Company’s ability to continue as a going concern.

Ernst & Young has also stated its reporting responsibility in
the independent auditor’s report of the consolidated financial
statements for the Year.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board has overall and ongoing responsibility to maintain
sound and effective risk management and internal control
systems of the Company in order to manage rather than
eliminate risk of failure to achieve business objective, and to
provide reasonable but not absolute assurance against material
misstatement or loss.
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The Board executes the decision-making right over operation. It
endeavors to establish and improve the internal control policies
and plans and supervise the implementation of the internal
control system to safeguard shareholder investments and
Company assets, thus being responsible for the establishment
and supervision of the internal control system of the Company.
It is the responsibility of the Board to establish, improve, review
and effectively implement the internal control system.

In terms of management structure, the Company has optimized
the organizational structure and implemented a flat management.
The relevant functional departments are sufficiently staffed, taking
charge of financial operations and monitoring, internal control,
risk management, compliance management, internal audit, anti-
corruption and production safety. In addition, the Company
arranges reasonable budgets to provide regular trainings for the
staff of the Company and its subsidiaries performing functions
such as finance, risk management, compliance management
and internal audit so as to ensure that they are fully qualified and
experienced.

All departments are under direct leadership of the President and
management of the Company, who is thereby enable to report
instantly to the Board on the operations of each department
and problems received. Accordingly, any significant matter
(if subject to disclosure to the market) identified by the staff
could be reported to the management in a timely, accurate and
effective manner. The management of the Company assessed
such significant matter in accordance with internal management
requirements and procedures in a timely manner and made
corresponding decisions. The decisions of the management of
the Company could be implemented accurately and timely under
supervision.

In respect of legal compliance, in 2020, the Company has
put great efforts in the prevention of and response to various
compliance risks, strictly operated and managed in accordance
with laws and regulation, and adhered to integrated management
and control of legal risk prevention, compliance management
and legal supervision, and continued the enhancement of legal
function.
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In 2020, the Company continued to strengthen the financial
management and kept on emphasizing the importance of budget
control. We advanced the overseas on-site financial management,
continuously improved the financial management and controlling
system of the local branches and encouraged geographical and
localized financial management. We continuously deepened our
frontline management and proactively engaged in preliminary
research and decision-making for the investment business.
Innovative financial management policies were implemented,
the centralized financial management standard was therefore
enhanced. The Company continued to strengthen the financial
foundation, upgrade our financial tools and implement efficient
management and control of various financial risks arose from the
Company’s overseas capital payables and receivables and invoice
management through online overseas accounting and invoice
module, resulting in an advancement of the informatization of the
Company'’s financial management.

In respect of export control, in 2018, the Company coped with
the risk arose from export control resulting from international
environment and Sino-US relationship proactively, and kept
track on the change in export control regulations. We completed
the first round of export control external assessment, and
incorporated the investment business into the scope of export
control management and assessment.

China Machinery Engineering Corporation
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Disclosure of Inside Information

The Group acknowledges its responsibilities under the Securities
and Futures Ordinance (Chapter 571 of the laws of Hong Kong)
and the Listing Rules and the overriding principle that inside
information should be announced immediately when it is the
subject of a decision. The procedures and internal controls for the
handling and dissemination of inside information are as follows:

e the Group conducts its affairs with close regard to the
disclosure requirement under the Listing Rules as well as the
“Guidelines on Disclosure of Inside Information” published
by the Securities and Futures Commission of Hong Kong in
June 2012;

e the Group has implemented and disclosed its policy on fair
disclosure by pursuing broad, non-exclusive distribution of
information to the public through channels such as financial
reporting, public announcements and its website;

e the Group has strictly prohibited unauthorized use of
confidential or inside information; and

e the Group has established and implemented procedures for
responding to external enquiries about the Group’s affairs,
so that only the Executive Directors, the Joint Company
Secretaries and investor relations officers are authorized to
communicate with parties outside the Group.

The Group’s risk management and internal control systems will
be reviewed and assessed on an on-going basis by the Audit
Committee and Operation and Risk Management Committee,
respectively, which will report the same to the Board, and will be
further reviewed and assessed at least once each year by the
Board.

SREAEE

KEARHES

EEMEEBBEREBEOIESTIEEZRFK
HERIRCEMBRADERITHEE - B
JRAIR A B NATERFTRTE BN
oo BEREMATHEHENEF KA
SRR -

WD&%:%%

s FAEEEBREBRERNDEZER(LTR
ANDETHHEBRTARBEES LB
EERERLZEEN2012F6 BB M
IR EH®EES ]

s AEECDEBYBRE  2ERAT
BUEEEMRRBEZNFBRKE
B B REBEEAFREREK

o AREBDEBEIEREERESRAKE
HAFEHEE &

s AKECHMINAERNAKBEER L
NBITOEER @ BRIt - EWTE
2 BMERATAMERREEWEESR
TEREEAREEIMNEALRR

EHRBEEUMEEEAREEZE SR
FERSMFRAEEZARERE R A
ERRAG UNEEGERER MES
SREBFRIBAKE 2 NAEERGHE
— R — e KA -

Annual Report 2020
2020 FF#R

169



170

Corporate Governance Report
G EERRE

During the Year, the Board assessed the risk management and
internal control systems of the Company and its subsidiaries such
as financial control, operation control, compliance control and
risk management systems and was not aware of any material
problems or any material mistakes. The Board believes that
the current monitoring system of the Company is effective and
that the qualifications and experience of the staff performing
accounting and financial reporting functions and the training
programs of the Company as well as the experiences and
resources for setting the budget of the Company are adequate.

INTERNAL AUDIT

The audit department of the Company (the “Audit Department”)
adhered to risk-oriented strategy, strictly complied with the
auditing procedures, enhanced the auditing quality and ensured
the accomplishment of the audit target. Rectification was
furthered, therefore the internal auditing result could be obtained
efficiently and effectively. Audit information platform was improved
so as to raise the auditing efficiency.

INDEPENDENT AUDITORS’ REMUNERATION

For the Year, the remunerations (pre-tax) paid or payable to the
external auditors in respect of audit services and review service
amounted to RMB7.09 million and RMB2.96 million, respectively.
The amount for 2020 review service comprised the service fee
on review of interim financial statements. The Audit Committee
was satisfied that the review service in 2020 did not affect the
independence of the auditor.

China Machinery Engineering Corporation

hERMREIRROERAE

EXZQEAFERNHARALEWNB AR
MBS EEE - EIFEE - AREEMER
ERERBEELANERERRETE
B RBER AR ANEENFEEMNEKRRH
B HHBRETAERRR BEFERR/A
NEBRMEZERRARARN  WRA/AKN
NEETTER R P FE RN B THEEM
KE - BTIRIIRABEE D EAZLRM
BIRZ R

MR EFRT

ARTBE S (BB EFHABER -
BEERRET  RSENEE  BR
BHAMNER  MARMEREUN
F - RENDEAKIREARER ;5%
EEERCTE - RAERE -

18 37 A% B4 B 5 B

HEARFE [ FXEMNTINEZEEE
BESTRELEBHAREOESFH (B o
AMAEARBTOOEETRARK2.96EE
JL° 2020 F EH R E R AEH P BN
BHRENRBEER - Bl Z B E=#2020
FEEERBILIEXEINZEMMNE L
Moo



Corporate Governance Report

JOINT COMPANY SECRETARIES

On 11 May 2020, Ms. SUN Runhai (“Ms. SUN”) was appointed
by the Board to succeed Ms. WANG Weiling, who resigned as
one of the joint company secretaries of the Company (the “Joint
Company Secretary”’), the secretary to the Board and the
authorised representative of the Company on 11 May 2020. She
is responsible for advising the Board on corporate governance
matters and ensuring that the Board policies and procedures,
and the applicable laws, rules and regulations are followed.

In order to uphold good corporate governance and ensure
compliance with the Listing Rules and applicable Hong Kong
laws, the Company has appointed Sir KWOK Siu Man KR (“Sir
Seaman’), as its joint Company Secretary to assist Ms. SUN to
discharge her duties as the Company Secretary.

Sir Seaman resigned as a Joint Company Secretary on 18
December 2020 and Ms. CHENG Lucy (“Ms. CHENG”) was
appointed as a Joint Company Secretary in place of Sir Seaman
on the same day. Ms. CHENG was nominated by Boardroom
Corporate Services (HK) Limited to be a Joint Company
Secretary. For the purpose of code provision F.1.1 of the CG
Code, Ms. CHENG keeps close contact with Ms. SUN, being the
person with sufficient seniority at the Company.

For the Year, each of Ms. SUN and Ms. CHENG has undertaken
15 hours of relevant professional training, respectively, in
compliance with Rule 3.29 of the Listing Rules.
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DIVIDEND POLICY

In order to enhance transparency of the Company and facilitate
the Shareholders and investors to make informed investment
decisions relating to the Company, the Board adopted a dividend
policy of the Company (the “Dividend Policy”).

According to the Dividend Policy, when determining whether to
declare any dividend in the future and the amount of dividend to
be declared, the Company shall consider a number of factors,
including but not limited to:

° results of operation;
° cash flows and financial condition;
e  operation and capital requirement;

e amount of distributable profit based on the generally
accepted accounting principles in the PRC or International
Financial Reporting Standards, whichever is lower; and

e statutory and contractual restrictions on the payment of
dividends by the Company.

In addition to the above, the Company can only distribute
dividends out of the after-tax profit after the following allocations
have been made: (i) recovery of accumulated losses, if any; (i)
mandatory allocations to the statutory common reserve fund
equivalent to 10% of the after-tax profit, unless the common
reserve fund reaches 50% of our registered capital or above; and
(iii) allocations to discretionary common reserve fund, subject to
the Shareholders’ approval at the Shareholders meeting.

The Company does not have any pre-determined dividend
distribution proportion or distribution ratio. The declaration,
payment and amount of dividends will be subject to the PRC
laws, the Articles of Association and the Board’s discretion. The
Board will review the Dividend Policy on a regular basis.
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SHAREHOLDERS’ RIGHTS

To safeguard Shareholders’ interests and rights, when the
Company convenes an AGM, Shareholders holding 3% or more
of the total voting shares of the Company shall be entitled to
propose new resolutions to the Company in writing which should
be submitted to the convener 10 days prior to the convening
of the general meeting. The convener of the general meeting
shall issue a supplemental notice of general meeting to other
Shareholders within 2 days of the receipt of such proposal and
incorporate such newly proposed matters falling within the scope
of duties of the general meeting into the agenda of such meeting.
The new agenda shall be tabled to the general meeting for
consideration.

Shareholders can submit their written recommendations through
the following facsimile, e-mail or postal address:

Facsimile: 86 10 6332 1086

E-mail: ir@cmec.com

Postal address: No. 178 Guang’anmenwai Street, Xicheng
District, Beijing, the PRC (Postal Code: 100055)

Pursuant to article 57 of the Articles of Association, general
meetings shall be convened where Shareholders who individually
or jointly hold 10% or more of the Shares make a request to
convene an extraordinary general meeting in writing. The matter
for consideration proposed by the party requesting the holding of
the extraordinary general meeting shall be included in the agenda
of such meeting.

As for proposing a person for election as a director, the
procedures are set out in the Articles of Association which is
available on the respective websites of the Stock Exchange and
the Company.

All resolutions put forward at shareholder meetings will be voted
on by poll based on shareholding pursuant to the Listing Rules
and poll results will be posted on the respective websites of the
Stock Exchange and the Company in a timely manner after each
shareholder meeting.
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Enquiries to the Board

Shareholders who intend to put forward their enquiries about the
Company to the Board could send their enquiries to Room 804,
8/F, Tower 1, South Sea Centre, 75 Mody Road, Tsimshatsui
East, Kowloon, Hong Kong, and provide sufficient contact
information for the timely and proper handling and record keeping
of the relevant enquiries.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

In 2012, the Company successfully completed its Listing in
Hong Kong. Through roadshow presentations around the globe,
its investor relations website, investor enquiry hotline, investor
mailbox and other communication channels, the Company
maintains close liaisons with investors worldwide in a timely
and efficient manner. Moreover, through investment forums,
corporate visits, teleconferences and various other channels, the
Company maintains proactive and frank exchanges with investors
and analysts. The Company has attached great importance to
listening to Shareholders and investors and accepting reasonable
suggestions and opinions from them. It strives to continuously
enhance its operating results, present a true picture of the
Company’s financial and operational status to Shareholders and
investors, actively facilitate the internal communications in respect
of the feedback from the capital market, and continuously perfect
and enrich the system aiming to canvass information in relation
to investor relations. The management over investor relations
involves an all-faceted interactive communication process.

The Company considers that effective communication with
Shareholders is essential for enhancing investor relations and
understanding of the Group’s business, performance and
strategies. The Company also recognizes the importance of
timely and non-selective disclosure of information, which will
enable shareholders and investors to make informed investment
decisions. In 2020, the Company will gradually develop a
systematic structure of investor relations featured by its own
characteristics. The Company aims at actively participating in all
kinds of summits in capital market and strengthen communication
with investors, as well as strive to achieve timely and transparent
information disclosures.
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The AGM provides opportunity for shareholders to communicate
directly with the Directors. The Chairman, the President, the
chairman of each of the Board Committees and the independent
auditor of the Company, Ernst & Young, will attend the AGM to
answer Shareholders’ questions.

To promote effective communication, the Company adopts a
shareholders’ communication policy which aims at establishing a
two-way relationship and communication between the Company
and its Shareholders and maintains a website at www.cmec.
com, where up-to-date information on the Company’s business
operations and developments, financial information, corporate
governance practices and other information are available for
public access. The Company also maintained frequent contacts
with Shareholders and investors through various channels such
as meetings, telephone and emails. For example, we will convene
telephone meetings to answer enquiries from Shareholders and
investors, as well as arrange one-on-one conversation with
investors. In addition, we arranged on-site visits to the Group’s
projects and non-deal roadshows for investors and research
analysts.

The Company has adopted a shareholders’ communication
policy with the objective of ensuring that the Shareholders,
both individual and institutional shareholders (collectively, the
“Shareholder(s)’) and, in appropriate circumstances, the
investment community at large, are provided with ready, equal,
balanced and understandable information about the Company
(including its financial performance, strategic goals and plans,
material developments and governance) in a timely manner, for
the purpose of enabling the Shareholders to exercise their rights
in an informed manner, and allowing them and the investment
community to engage actively with the Company.

Information about the Company will be communicated to the
Shareholders and the investment community mainly through
the Company’s financial reports (interim and annual reports),
annual general meetings and other general meetings that
may be convened, as well as by making available all the
disclosures submitted to the Stock Exchange and its corporate
communications on the respective websites of the Stock
Exchange and the Company.
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INFORMATION DISCLOSURE

The Company discloses information in compliance with the Listing
Rules, and publishes periodic reports and announcements to the
public in accordance with the relevant laws and regulations. The
primary focus of the Company is to ensure information disclosure
is timely, fair, accurate, truthful and complete, thereby enabling
Shareholders, investors as well as the public to make rational and
informed decisions regarding the Company.

CONSTITUTIONAL DOCUMENT

At the AGM held on 29 June 2020, the amendments to the
Articles of Association were approved by the Shareholders,
among others, the amendments to the Articles of Association
shortens the notice period for convening the shareholders
meetings of the Company. Saved as the above, here is no
material change in the amendments to the Articles of Association.
An updated version of the Articles and Association is available
on the respective websites of the Stock Exchange and the
Company.

ANNUAL GENERAL MEETING

All Shareholders are encouraged to attend the forthcoming AGM
and exercise their right to vote. Further details of business to be
conducted at the general meeting will be set out in the circular
and notice to the Shareholders to be sent and posted on the
respective websites of the Stock Exchange and the Company in
due course.
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Report of the Supervisory Board

The Supervisory Board is pleased to present this report of the
Supervisory Board in the annual report of the Company for the
year ended 31 December 2020.

In 2020, all members of the Supervisory Board have practically
performed their supervisory functions to safeguard the rights
and interests of the Group and the Shareholders in accordance
with relevant provisions in the Company Law, the Articles of
Association, the Rules of Procedures of the Supervisory Board
and the Listing Rules. Members of the Supervisory Board carried
out examination of the Company’s financial accounts and
supervision of the management of the Company, compliance in
operation, implementation of resolutions of the general meetings,
internal control, the Directors, the president and other senior
management for their compliance with the laws, administrative
regulations and the Articles of Association, etc. in executing their
respective duties.

I. MEMBERS OF THE SUPERVISORY BOARD
AND CHANGES IN MEMBERS DURING THE
REPORTING PERIOD

According to the Articles of Association, the term of office
of the third session of the Supervisory Board has expired
on 5 March 2021. According to relevant provisions in the
Company Law and the Articles of Association, all Supervisors
of the third session of the Supervisory Board will continue
to perform their duties as supervisors in accordance with
applicable laws and regulations until the re-election or
the appointment of members of the fourth session of the
Supervisory Board takes effect.

According to relevant provisions in the Articles of Association
and the Company Law, the Supervisory Board shall comprise
three Supervisors, including two Shareholder representative
Supervisors and one staff representative Supervisor.
According to the Articles of Association, the election of the
two Shareholder representative Supervisors shall be subject
to approval at the general meeting by Shareholders, while
the staff representative supervisor shall be elected by staff of
the Company at the staff representative meeting. The term
of office of Supervisors will be three years.
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As at the date of this annual report, the Supervisory Board
of the Company comprises Mr. ZHANG Hong, Mr. GUO
Weihua and Mr. HE Bing.

As announced by the Company on 25 September 2020,
Mr. ZHANG Hong has been elected as the Shareholder
representative Supervisor for the third session of the
Supervisory Board at the 2020 second extraordinary general
meeting held on 25 September 2020. Mr. ZHANG Hong
has been elected as the chairman of the third session of
the Supervisory Board at the twelfth meeting of the third
session of the Supervisory Board held on 25 September
2020. Mr. ZHANG Hong’s term of service commenced on
25 September 2020 until the expiration of the term of the
third session of the Supervisory Board. Ms. WANG Huifang
resigned as the Shareholder representative Supervisor of
the third session of the Supervisory Board and the chairman
of the Supervisory Board on the same day with immediate
effect.

As announced by the Company on 27 November 2020,
Mr. HE Bing has been elected as the staff representative
Supervisor for the third session of the Supervisory Board
at the staff representative meeting held on 27 November
2020. Mr. HE Bing’s term of service commenced on 27
November 2020 until the expiration of the term of the third
session of the Supervisory Board. Ms. LIU Ting resigned as
the staff representative Supervisor of the third session of the
Supervisory Board on the same day with immediate effect.

MEETINGS OF THE SUPERVISORY BOARD

During the year of 2020 and up to the date of this report of
the Supervisory Board (being 25 March 2021), six meetings
of the Supervisory Board were held.

On 14 February 2020, the Company held the eighth meeting
of the third session of the Supervisory Board to elect the
chairman of the third session of the Supervisory Board.
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Report of the Supervisory Board

On 30 March 2020, the Company held the ninth meeting
of the third session of the Supervisory Board to consider
the 2019 audited financial statements, the 2019 results
announcement and the 2019 report of the Supervisory Board
of the Company.

On 26 August 2020, the Company held the tenth meeting of
the third session of the Supervisory Board to consider the
2020 reviewed interim financial statements and the 2020
interim results announcement of the Company.

On 7 September 2020, the Company held the eleventh
meeting of the third session of the Supervisory Board
to consider the resignation of Ms. WANG Huifang as a
Supervisor of the Company and the recommendation to
appoint a new Supervisor candidate of the third session of
the Supervisory Board.

On 25 September 2020, the Company held the twelfth
meeting of the third session of the Supervisory Board to
elect the chairman of the third session of the Supervisory
Board.

On 25 March 2021, the Company held the thirteenth meeting
of the third session of the Supervisory Board to consider
the 2020 audited financial statements, the 2020 results
announcement and the 2020 report of the Supervisory Board
of the Company.
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I1l. INDEPENDENT OPINION ISSUED BY THE
SUPERVISORY BOARD ON RELEVANT
MATTERES

1.

Management of the Company

The Board of the Company as whole and each Director
have earnestly performed their duties with integrity and
diligence, and each Director has earnestly understood
the operation of the Company and thoroughly
discussed the Company’s affairs before making
decisions. The management of the Company faithfully
fulfilled their duties and responsibilities as stipulated in
the laws, regulations and the Articles of Association,
and earnestly implemented the resolutions approved
by the Board. Facing with the harsh and complicated
market environment, the management has actively
taken challenges and earnestly performed their duties
according to their terms of reference and implemented
the decisions of the Board in a scientific way.

Operation of the Company

In 2020, the Company strictly complied with the
laws and regulations, and operated in accordance
with the Listing Rules. The Company managed to
achieve satisfying results in areas of operation, cost
control, project construction, implementation and
management, internal management, work safety and
market expansion, which laid a solid foundation for the
smooth and faster development of the Company and its
target of becoming excellent and strong. The Company
further improved the systems of internal controls,
and enhanced, in particular, the system of business
processes and responsibility assignment of all functional
departments of the Company, making further progress
in corporate governance.
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Report of the Supervisory Board

Implementation of the resolutions of General
Meetings

In 2020 and up to the date of this report of the
Supervisory Board, the members of the Supervisory
Board attended six general meetings and sit in on
nineteen meetings of the Board, exercising supervision
in respect of the lawfulness and compliance of the
procedures of the matters considered by the Board
meetings.

The Supervisory Board made no objection to the reports
and resolutions proposed at the general meetings and
considered that the Board earnestly implemented the
resolutions approved by the general meetings.

Financial matters of the Company

Members of the Supervisory Board monitored and
examined the financial management system and the
financial condition and reviewed relevant financial
information of the Company. Upon examination, the
Supervisory Board concluded that the Company
had strictly complied with the relevant financial laws,
regulations and financial policies, and that the financial
system has an integrated structure; the financial
management system was sound and implemented
effectively; the accounting treatment was in line with
the consistency principles; and the Company’s financial
reports gave an objective and fair view of the financial
position and operating results of the Company.

The Supervisory Board reviewed the unqualified
auditor’s report issued by Ernst & Young (& K&#t
RISE7%F7) and Ernst & Young Hua Ming LLP (Special
General Partnership) (ZxZEREFTEIEHAT (K ER
&%) in respect of the audited consolidated financial
statements of the Company for the year ended 31
December 2020 prepared in accordance with IFRS
and Accounting Standards for Business Enterprises of
the PRC respectively, and raised no objection to such
reports.
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Internal control of the Company

Members of the Supervisory Board monitored and
examined the internal control of the Company and
reviewed relevant internal control information of
the Company. Upon review, the Supervisory Board
concluded that the Company was under the effective
management of the Board and the management during
the reporting period, and the Company continued to
improve the internal control system and improve the
risk management and control capabilities, ensuring the
regulated and stable operation of the Company.

Information disclosure system

Members of the Supervisory Board monitored and
examined the Company’s information disclosure system
and reviewed relevant documents of the Company
publicly disclosed. Upon examination, the Supervisory
Board concluded that, during the reporting period,
the Company’s information disclosure and other
management processes strictly abided by the Listing
Rules and the provisions of the Company’s information
disclosure system, and relevant information was
disclosed in a lawful, timely and comprehensive manner,
and no false information was found. The Supervisory
Board also did not discover that the Directors,
Supervisors and senior management, as well as relevant
parties who have access to inside information, had
used inside information to buy and sell stocks and harm
the interests of the Company and Shareholders.

China Machinery Engineering Corporation
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Report of the Supervisory Board

Others

Members of the Supervisory Board participated in
the review of the annual performance appraisal of
the Company’s management. Upon examination,
the Supervisory Board concluded that the annual
performance appraisal of the management by the Board
was conducted strictly in accordance with the appraisal
procedures approved by the Articles of Association and
the general meeting. The Supervisory Board made no
objection to the appraisal results.

In 2021, the Supervisory Board will continue to
carry out its fiduciary duties to implement effective
supervision on the Company, its Directors and senior
management in accordance with the relevant provisions
of the Company Law, the Articles of Association, the
Rules of Procedures of the Supervisory Board and the
Listing Rules and pay close attention to the operation
and management condition of the Company as well
as any significant development of the Company, so as
to facilitate the profit growth of the Company and to
dutifully protect the interests of all Shareholders and the
Company. In addition, the Supervisory Board will further
consolidate resources for supervision so as to enhance
our management, helping and ensuring the realization
of the Company’s work goals in 2021.
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By order of the Supervisory Board AEEEHm

ZHANG Hong [N

Chairman of the Supervisory Board EFEeTE

Beijing, the PRC, 25 March 2021 FREHE R - 202143 A25H
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EXECUTIVE DIRECTORS
Mr. FANG Yanshui (5 Bk %t 4)

Mr. FANG, aged 49, is currently the President, the executive
Director and deputy secretary of the Party committee of
the Company. He was appointed as the President on 30
December 2019 and appointed as the executive Director
on 14 February 2020. He has over 25 years of experience
in engineering contracting. Mr. FANG joined our Company
in August 1993. Mr. FANG successively served as a sales
representative, the deputy general manager of the Third
International Engineering Division under No.4 Complete
Engineering Department, the deputy general manager of
No.4 Division and the general manager and the secretary of
General Party Branch of the Third International Engineering
Division and the general manager of No.4 Complete
Engineering Department. Mr. FANG was promoted to the
assistant to the general manager of our Company and the
general manager of No.4 Division in September 2015. He
served as the vice president of the Company from February
2017 to December 2019. Mr. FANG graduated from Hunan
University in 1993, majoring in industrial foreign trade. Mr.
FANG is a senior engineer.

Ms. Al Wei (X R %z T)

Ms. Al, aged 52, is currently an executive Director and a
deputy party secretary of the Company. Ms. Al has almost
30 years of experience in the management of trading
businesses. Ms. Al joined the Company in July 1991. During
the period from January 1992 to January 1998, Ms. Al
served at CMEC Machine Tool Co., Ltd. (FR#EKITEAR
R ELAR]). From January 1998 to August 2005, Ms. Al
served as manager of the third division of CMEC International
Trading Co., Ltd., and she was promoted and worked as
deputy general manager from September 2005 to May 2007.
Thereafter, Ms. Al was appointed as general manager of
CMEC General Machinery Import & Export Co., Ltd. in May
2007 and served at that position until October 2013. Ms. Al
was promoted and worked as an assistant general manager
of our Company from May 2010 to October 2013. From
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October 2013 to November 2014, Ms Al was appointed as
deputy general manager of China Perfect Machinery Industry
Corp., Ltd. (FPEBURZ#EM TERKHBERAR]), a subsidiary
of SINOMACH. From November 2014 to November 2020,
Ms. Al was a vice president of the Company and was in
charge of the import and export trading businesses of the
Company. Since November 2020, Ms. Al has been a deputy
party secretary of the Company, and was appointed on 18
December 2020. Ms. Al graduated from Peking University
majoring in economics and management in 1991. Ms. Al is a
senior international business specialist.

NON-EXECUTIVE DIRECTORS
Mr. BAI Shaotong (A #&# 5t 4)

Mr. BAIl, aged 58, is currently the chairman of the Board,
a non-executive Director and secretary of the Party
committee. He was appointed as the chairman of the Board
and non-executive Director on 5 December 2019. He has
successively served as a standing committee member of
the Party committee, a deputy general manager and the
general manager of the engineering contracting division
of SINOMACH since December 2017 and he has also
served as the Director and the chairman of China National
Machinery Industry Engineering Group since 27 December
2019. From December 2011 to December 2017, he served
as a standing committee member of the Party committee
and a secretary of the disciplinary committee of Harbin
Electric Corporation* (F5FEE REE A F])and successively
served as a standing committee member of the Party
committee, a secretary of the disciplinary committee and
the chairman of the supervisory committee of Harbin Electric
Company Limited* (W /BB R D AR R]) . From January
2010 to December 2011, he served as the general manager
and deputy secretary of the Party group of China Huadian
Corporation Jiangsu Branch* (FREFTEE QBT HS A
Al) . He successively served as the deputy general manager,
a member of the Party group, the deputy secretary of the
Party group, the executive deputy general manager and
the general manager of China Huadian Engineering (Group)
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Co., Ltd.* (FEEEFTIZ(GRE)ER A7) from May 2001 to
January 2010, during which, he was also (i) the director of
the human resources department and the director of the
marketing department of China Huadian Engineering (Group)
Corporation* (FEIZEETE(LE)AF]) from March 2001
to July 2003 and (ii) the vice chairman and chairman of
Guodian Nanjing Automation Co., Ltd.* (BEm R ALK
372 \]) from April 2005 to February 2010, successively. He
successively served as an assistant to the general manager,
the general manager and the deputy general manager of
the power station equipment department and a member of
the Party group of China Huadian Power Station Equipment
Engineering Group Corporation* (FEIZEEZELEEE TE(%
[#)48/2 7)) from February 1999 to May 2001, during which,
he was also the director of the human resources department
of China Huadian Power Station Equipment Engineering
Group Corporation from October 2000 to March 2001; and
an assistant engineer, engineer, the vice section chief and
section chief of the power station equipment department of
the Electric Machinery Bureau under the Ministry of Electric
Power Industry, and the deputy general manager of the
power station equipment department and general manager
of the general affairs department of China Huadian Power
Station Equipment Engineering Group Corporation from July
1987 to February 1999, successively.

Mr. BAI graduated from the Power Engineering Department
of Northeast China Institute of Electric Power with a
bachelor’s degree in thermal power engineering for power
plants (BEEEE) ) T#2) in 1987, and obtained a master’s
degree in business administration from China Europe
International Business School (FF B TiEm£65) in 2008.
Mr. MA Jian (BB 4)

Mr. MA, aged 66, is currently a non-executive Director of the
Company, and was appointed on 25 September 2020. Mr.
MA has over 30 years of experience in mechatronics and
business management. From March 1980 to April 2015, Mr.
MA primarily served as the assistant to the director, director
of the technical transformation office, a deputy director, the
director, the dean, the deputy party secretary, the party
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secretary, the general manager and the chairman of China
National Electric Apparatus Research Institute Co. Ltd.* (#F
BRBEMERAREAA]) (formerly known as China National
Electric Apparatus Research Institute* (#F 5 & 22 Bl £ 5T h%),
Guangzhou Electric Apparatus Research Institute* (EME
22RIEFFITPT) and Guangzhou Electric Apparatus Research
Institute (EINEEERIEAFITFT)) in succession. From October
2012 to April 2015, he also served as a director and the
chairman of SUMEC Group Corporation* (T #ré&rciE LB A
(SN

From April 2015 to July 2016, Mr. MA has served as the
chairman of SUMEC Group Corporation. Since April 2015,
he has served as a director of China Foma (Group) Co., Ltd.*
(T E1R S =B A B 2 7). Since December 2019, he has
served as a director of SINOMACH Academy of Science and
Technology Co., Ltd.* (Bl & BRI E i Febr A R A 7).

China National Electric Apparatus Research Institute Co.
Ltd., SUMEC Group Corporation, China Foma (Group) Co.,
Ltd. and SINOMACH Academy of Science and Technology
Co., Ltd. are subsidiaries of SINOMACH. Mr. MA graduated
from the department of electrical engineering of Zhejiang
University in 1980 with a bachelor’s degree of engineering in
electrical engineering.

Mr. MA is a senior engineer (professor level) and received a
special government allowance from the State Council.

Mr. ZHANG Zhiyu (FR3A8F 5 4)

Mr. ZHANG, aged 65, is currently a non-executive Director
of the Company, and was appointed on 25 September 2020.
Mr. ZHANG has over 30 years of experience in machinery
manufacturing, foreign trade of the electromechanical
product and management. From March 1982 to August
1986, Mr. ZHANG served as an assistant engineer and
a deputy factory director of Xuzhou Mining Equipment
No. 2 Factory* (R/NAEILZRME ). From August 1986 to
October 1990, he successively served as a deputy chief,
deputy director and a director of the chief engineer office of
Xuzhou Heavy Machinery Factory* (&N &E R H#EMR). From
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October 1990 to July 1992, he served as a manager of
comprehensive planning department of Jiangsu Machinery
Equipment Import & Export Corporation* (I &4 #Am =5
#EHASERQR]). From July 1992 to December 2016, he
successively served as a deputy chief economist, a deputy
general manager and an executive deputy general manager
of SUMEC Group Corporation ((LEiéFxEEEGR A A])
(formerly known as SUMEC Group Corporation (JT#r&Er3E
#% @A 7)), China Jiangsu Machinery Equipment Import
& Export Group Corporation* (& T &Rt R A H D%
/A R]) and China Jiangsu Machinery Equipment Import &
Export Corporation* (47 8L &R a5 &3 H O A F])). From
July 1992 to March 1995, he also served as a manager of
SUMEC Group Corporation Import and Export Branch and

the general manager of SUMEC Trading Company* (/T &k &k
EKEZHNA).

From October 2015 to November 2020, Mr. ZHANG had
been served as a director of Sinomach Automobile Co., Ltd.*
(R ZE R (D ABR A A]) (Shanghai Stock Exchange stock
code: 600335). From January 2018 to September 2020,
he had been served as a director of China Hi-Tech Group
Corporation* (FEIE X EE BRAF).

Since 5 August 2020, Mr. ZHANG has served as a director
of China Foma (Group) Co., Ltd.* (FEEE#MER AR A
@]) and China YTO Group Corporation* (B —Hi££E AR A
a)).

SUMEC Group Corporation, Sinomach Automobile Co., Ltd.,
China Hi-Tech Group Corporation, China Foma (Group) Co.,
Ltd. and China YTO Group Corporation are subsidiaries of
SINOMACH.

Mr. ZHANG graduated from Hebei Institute of Mechano-
Electric Engineering in 1982 with a bachelor’s degree of
engineering in machinery manufacturing technique and
equipment. Mr. ZHANG is a senior engineer (professor level)
and a senior international business engineer and received a
special government allowance from the State Council.
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EE

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. LIU Li (80 %4%)

Mr. LIU, aged 65, is currently an independent non-executive
Director of the Company, and was appointed on 13 January
2011. He was a teacher at the department of physics,
the Beijing Institute of Iron and Steel (bR MEHEEFE) from
September 1984 to January 1986. From January 1986 to
date, Mr. LIU has been holding various teaching positions at
the Guanghua School of Management (¢ZEEIEZPT), and
its predecessor, the department of economics of the school
of economics and management (4827 &HE IR K),
Peking University, including lecturer, associate professor,
professor, supervisor for doctoral students, the director of
the finance department and a director of the MBA program
at the Guanghua School of Management, Peking University.
Mr. LIU is also a deputy director of the Research Center of
Finance & Securities at Peking University.

Currently, Mr. LIU is also an independent non-executive
director of China International Capital Corporation Limited
(FREBEESmEDBER AT a company listed on the Main
Board of the Stock Exchange (stock code: 3908). Besides,
he is nominated as the chairman of corporate governance
committee and the members of both audit committee
and risk control committee the company. On November
2020, the company was listed on the Shanghai Stock
Exchange (stock code: 601995) and Mr. LIU is nominated
as the member of the Related-Party Transaction Control
Committee. He is also an independent director of Cnpc
Capital Company Limited (9 EIA 5 EE R 7DBRAR),
a company listed on the Shenzhen Stock Exchange (stock
code: 000617).

In addition, Mr. LIU had been an independent director of
Success Electronics Ltd (FIBE FHH AR A A
listed on the Shenzhen stock exchange (stock code:

), @ company

002289) and an independent non-executive director of Bank
of Communications Co., Ltd. (RBEIEITRHDERIF]), a
company listed on the Main Board of the Stock Exchange
(stock code: 3328) during the past three years.

Employees
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In 1982 and 1984, Mr. LIU graduated from Peking University
with a bachelor’s degree and a master’s degree in physics,
respectively. Mr. LIU is also a member of the Chinese
Institute of Certified Public Accountants (non-practicing).

Ms. LIU Hongyu (24l & T)

Ms. LIU, aged 57, is currently an independent non-executive
Director of the Company and was appointed on 13 January
2011. From July 1985 to May 1988, she served as an officer
at the financial management office of the People’s Bank of
China Sichuan branch (F9)I1%& AR#R1T). From May 1988
to April 1993, Ms. LIU served as a legal counsel for the
Agricultural Bank of China (Beijing Branch) and from April
1993 to April 2004, she was the managing partner at Beijing
Tongda Law Firm (Jb R RZERRIEET). In 2004, Beijing
Tongda Law Firm and Jincheng Law Firm (& #2ME#5
FT) merged and the merged firm was renamed as Beijing
Jincheng & Tongda Law Firm (Jt =& B EEEME ST
where Ms. LIU became one of its founding partners. From
December 2014 to December 2020, Ms. LIU served as an
independent director of Lanpec Technologies Limited (H&
ERALaaEERH AR A7), a company listed on the
Shanghai Stock Exchange (stock code: 601798).Currently,
Ms. LIU is an independent director of the Bank of Beijing
Co., Ltd. QtRIBITRMHBMR2AF]), a company listed on
the Shanghai Stock Exchange (stock code: 601169), and
an independent non-executive director of Gome Electrical
Appliances Holding Limited (B ERERABRAR), a
company listed on the Main Board of the Stock Exchange
(stock code: 00493).

In 1985, Ms. LIU graduated from Southwest University of
Political Science and Law (FAFEUAAKE) with a bachelor’'s
degree in law. She graduated from the Graduate School of
the Chinese Academy of Social Sciences (7 B+t & Fl Z2p fff
FE4PT) in economic law in 1998. Ms. LIU also obtained an
EMBA degree from the Guanghua School of Management,
Peking University in 2003.
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Mr. FANG Yongzhong (5 k£ %&£ %)

Mr. FANG, aged 69, is currently an independent
nonexecutive Director of the Company, and was appointed
on 29 July 2011. In September 1971, he joined the
construction machinery factory of the Shenyang Railway
Bureau (E[5EE B THEMM). Mr. FANG then joined the
engineering department of the Shenyang Railway Bureau (/&
[5 8= 3% B8 % T2 5E) and held a number of positions within
the bureau including technician, assistant engineer, engineer,
vice section chief, section chief, vice departmental director
and departmental director between February 1977 and
August 1994,

Mr. FANG was appointed as a vice director of the Shenyang
sub-bureau of the Shenyang Railway Bureau in August 1994
and between August 1994 and December 1999, he was
also general manager of Shenyang Engineering Corporation
of the Shenyang Railway Bureau. From December 1999 to
December 2003, Mr. FANG served at Shenyang Railway
Engineering Construction Group Co., Ltd. (B5EE T2
EREER AR as the chairman of the board and general
manager. From December 2003 to March 2008, Mr. FANG
held various positions at China Railway No.9 Group Co., Ltd.
(FFEINBEBAERAT) including director, deputy general
manager and vice chairman of the board of directors.
From March 2008 to December 2012, Mr. FANG was also
an external director of China Railway Science & Industry
Group (PRI TEEABR A A]) (“CrsiG”), China Railway No.
5 Engineering Group Co., Ltd. (FEAR (£E)BRAF)
(“China railway no.5 Bureau”), China Overseas Engineering
Group Co., Ltd. (FEUEINTREREMEAR]) (‘COVEC”) and
China Railway & Airport Construction Group Corporation
(PEIFEME=EREREBAFRARF) (“CaCCC”) and is a
supervisor and the chairman of the supervisory board of
China Railway Construction and Engineering Group (4 i
ETIEBARAT) (“CrCEG”). These five companies are
subsidiaries of China Railway Group Limited (91 &5
BR A7), a company listed on the Main Board of the Stock
Exchange (stock code: 00390) and the Shanghai Stock
Exchange (stock code: 601390).
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As an external director, Mr. FANG participates in board
meetings of CRSIG, China Railway No.5 Bureau, COVEC
and CACCC, representing the interests of the respective
shareholder, China Railway Group Limited. However, Mr.
FANG is not involved in the day to day management of
CRSIG, China Railway No.5 Bureau, COVEC and CACCC.
As a supervisor and the chairman of the supervisory
board of CRCEG, Mr. Fang participates in meetings of the
supervisory board and the board of directors of CRCEG,
representing the interests of the shareholder, China Railway
Group Limited. However, Mr. FANG is not involved in the
day to day management of CRCEG.

Mr. FANG completed his studies in railway engineering (T2
REETIEEZE) and graduated from the Shanghai Railway
Institute (E/&&E2Ft) in 1977, and also obtained an
EMBA in decision-making management from International
East-West University (EBIEIRRA T KERKERS)
in December 1995. Mr FANG is a senior engineer and a
registered national first class architect.

Mr. WU Tak Lung (REZE L 4)

Mr. WU, aged 56, is currently an independent nonexecutive
Director of the Company, and was appointed on 20
February 2014. He is a member of Hong Kong Institute
of Certified Public Accountants, a fellow member of Hong
Kong Securities and Investment Institute, the Association
of Chartered Certified Accountants, the Taxation Institute
of Hong Kong and the Hong Kong Institute of Chartered
Secretaries. Mr. WU was awarded the bachelor’'s degree
of business administration in accounting by the Hong Kong
Baptist University and the master’'s degree of business
administration (MBA) jointly by the University of Manchester
and the University of Wales.
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Mr. WU had worked in an international accounting firm,
Deloitte Touche Tohmatsu, for five years, and was then
employed by several listed and private companies in Hong
Kong as head of corporate finance and executive director.
Mr. WU currently served as an independent non-executive
director of Kam Hing International Holdings Limited (&% &
HERIEIE AR A7), a company listed on the Main Board of
the Stock Exchange (stock code: 2307), Sinomax Group
Limited (3% EAER A F]), a company listed on the Main
Board of the Stock Exchange (stock code: 1418), Henan
Jinma Energy Company Limited (& HERKRMDAR
‘A7A]), a company listed on the Main Board of the Stock
Exchange (stock code: 6885), Minth Group Limited (&
E£@E AR A7), a company listed on the Main Board of the
Stock Exchange (stock code: 425), Zhongguancun Science-
Tech Leasing Co., Ltd. (FEANEIEHEERKODBRAF), a
company listed on the Main Board of the Stock Exchange
(stock code: 1601) and Sinopharm Group Co., Ltd. (B%%
ZRYIR D BR A F]), a company listed on the Main Board
of the Stock Exchange (stock code: 1099). Moreover, he
was an independent non-executive director of Beijing Media
Corporation Limited (It & EERMHERAF]), a company
listed on the Main Board of the Stock Exchange (stock
code: 1000), First Tractor Company Limited (55 —#Bhi %A%
AR AT, a company listed on both the Main Board of
the Stock Exchange (stock code: 00038), and the Shanghai
Stock Exchange (stock code: 601038), Sinotrans Shipping
Limited (FF4NEREFBR A F]), a company listed on the Main
Board of the Stock Exchange and was delisted in January
2019 (stock code: 368) and Olympic Circuit Technology Co.,
Ltd (ERUESEEHLBRAE]), a company listed on the
Shanghai Stock Exchange (stock code: 603920) in the last
three years.
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IV. SUPERVISORS

Mr. ZHANG Hong (5&354 % %)

Mr. ZHANG, aged 58, was appointed as a Supervisor and
the Chairman of the third session of the Supervisory Board
on 25 September 2020. Mr. ZHANG has over 30 years
of experience in machinery manufacturing, engineering
trading, asset management and business operation
management. From December 1983 to June 1993, Mr.
ZHANG successively served as an assistant engineer and an
engineer of Xuzhou loader factory* (&M EHHMER), Xuzhou
Construction Machinery Group Import & Export Co., Ltd.* (&
M T MM S B A 73 1 O A F)); he served as a salesperson
in the business department of China Jiangsu International
Economic and Technical Cooperation Corporation Xuzhou
Branch* (BT &R B EERMAEERRRM D AF]) from
June 1993 to January 1994; he successively served as a
representative, the chief representative of the Bangladesh
representative office of China National Construction &
Agricultural Machinery Import & Export Corporation* (F
B TR E 2 M pE R DM AR) from January 1994 to
September 2001, he served as the general manager of
Jiangsu Wallong-Hsin Import & Export Corporation* (/T &k
f2 B3 B O /A F)) from September 2001 to December 2009.
From December 2009 to June 2020, he successively served
as the general manager, a director, the party secretary and
the chairman of Sinomach Capital Management Corporation*
(FH#EEZIEARAT) (formerly known as Sinomach
Capital Management Corporation* (Bl#&EEIE A7) and
Beijing Hualong Import & Export Corporation* (1t R ZERE #
H E2AA]). Since June 2020, Mr. ZHANG has served as the
chairman of the second dispatched Supervisory Board of
SINOMACH.

From June 2014 to September 2020, Mr. ZHANG served as
an executive director of Wallong (Hong Kong) Limited. Since
September 2020, Mr. ZHANG has served as the chairman of
the supervisory board of China YTO Group Corporation* (F
B —#EEAR A A]) and SUMEC Group Corporation* (#f3
ERADBR R A]).

China Machinery Engineering Corporation
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China National Construction & Agricultural Machinery Import
& Export Corporation, Sinomach Capital Management
Corporation, Wallong (Hong Kong) Limited, China YTO
Group Corporation and SUMEC Group Corporation are
subsidiaries of SINOMACH.

Mr. ZHANG graduated from Jiangsu Radio and Television
University in 1983 majoring in mechanical engineering. Mr.
ZHANG is a senior engineer.

Mr. GUO Weihua (&2 5% 4)

Mr. GUO, aged 59, a professor-level senior engineer, is a
Supervisor and was appointed on 24 June 2019. He is the
chairman and secretary of the party committee of China
United. Mr. GUO joined the Second Design and Research
Institute of Mechanical Industry (predecessor of China
United) as a water supply and drainage engineer in July
1984. Since February 1991, Mr. GUO served as the party
branch secretary and vice president and secretary of the
sixth party branch of Xiamen branch, deputy director of the
First Architectural Engineering Design and Research Institute,
president, assistant to the president and vice president of
Ningbo branch and president of the Architectural Engineering
Institute of the company, respectively. Since October 2001,
he was appointed as director, vice-general manager, general
manager, secretary of the party committee and chairman
of the company, respectively, and since December 2016 till
now, Mr. GUO has been the chairman and secretary of the
party committee of the company. From December 2014 to
December 2017, Mr. GUO served as a director of Lanpec
Technologies Limited (HRERIALSHEEBERNBERA
A]), a company listed on the Shanghai Stock Exchange
(stock code: 601798). From May 2015 to October 2016, he
served as an independent director of Shanghai Datun Energy
Resources Company Limited (/8K EEREH AR A7),
a company listed on the Shanghai Stock Exchange (stock
code: 600508). Mr. GUO graduated with a bachelor’s degree
in engineering from Hunan University in 1984, majoring in
water supply and drainage.
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Mr. HE Bing (f1E£ % 4)

Mr. HE, aged 54, was appointed as Supervisor on 27
November 2020. Mr. He is currently the deputy general
manager of the Legal and Risk Management Department of
the Company. He has over 30 years of experience in legal
practice. Mr. HE joined the Company in August 1989. From
August 1989 to March 2014, he successively held different
positions in the Company, including the lawyer of the Legal
Department, the legal adviser of the Legal Consulting
Business Division, the deputy general manager of the Legal
Consulting Department, the deputy general manager of the
Legal Department, the deputy general manager of the Legal
Compliance Department and the deputy general manager
of the Legal and Risk Management Department. He served
as the legal adviser of No. 5 Complete Plant Division of the
Company from September 2009 to January 2012. From
March 2014 to January 2016, he served as the general
manager of the Legal Department of China National Electric
Engineering Co., Ltd. Since January 2016, he has been
serving as the deputy general manager of the Legal and Risk
Management Department of the Company.

Mr. HE graduated from the Faculty of Law of Renmin
University of China with a bachelor degree in law in 1989,
and obtained a master’s degree in law from Peking University
Law School in 2003. Mr. HE has the qualification of senior
economist and first-grade legal adviser.

SENIOR MANAGEMENT
Mr. TONG Zigang (Z Bl %t &)

Mr. TONG, aged 50, is currently the vice president of our
Company (appointed in February 2017) and is in charge
of our Company’s International Engineering Contracting
Business. He has over 25 years of experience in engineering
contracting business. Mr. TONG joined our Company in
June 2006. Prior to his joining our Company, Mr. TONG
successively served as a sales representative of the Second
Engineering Department and the deputy general manager
of the Fourth Engineering Department of China Machinery-
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building International Corporation (4 B4 5 ME B R ilT &
{E48/2 7)) from August 1994 to June 2006. During the period
from June 2006 to September 2015, Mr. TONG successively
served as the general manager of the Second International
Engineering Department and the Sixth International
Engineering Department under No.3 Complete Engineering
Department of the Company, the deputy general manager
and the general manager of No.3 Complete Engineering
Department. Mr. TONG was promoted to the assistant to the
general manager of our Company and the general manager
of the Third Department in September 2015. Mr. TONG
graduated from Beijing University of Technology in 1994,
majoring in mechanical engineering and manufacturing,
and obtained a bachelor’s degree in engineering, Mr.
TONG graduated from the School of Economics at Renmin
University of China (FBIARKEZ), majoring in global
economy as an incumbency graduate student, and obtained
a master’'s degree in economics in 2000. Mr. TONG is a
senior engineer. Mr. TONG also obtained the International
Premium Project Manager (IPMP Class A, BIFR 454118 B 4538)
which was awarded by the International Project Management
Association (IPMA, BEIfRIEE B 7).

Mr. JING Xinbao (FI¥T{R5t4)

Mr. JING, aged 53, was appointed as the secretary of the
discipline inspection committee of the Company in May
2020 and is in charge of the discipline inspection works
of the Company. Mr. JING has over 30 years of extensive
experience in machinery manufacturing and corporate
management.

Mr. JING joined the Company in May 2020. Before joining
the Company, from July 1988 to May 2008, Mr. JING served
as a special technician of technical department, the deputy
director of special technology office, the director of branch
factory, an assistant to director of factory, the director of
factory office, the deputy director of factory, a member
of the party committee, the secretary of the discipline
inspection committee and other positions at Zhengzhou
Textile Machinery Factory. From April 2004 to September
2008, Mr. JING served as a member of standing committee
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and the deputy mayor (acting) of Anging, Anhui Province.
From October 2008 to December 2009, he served as the
head of economy operation department of China Hi-Tech
Group Corporation* (FREXEE AR A7) and China
Textile Machinery Group Co., Ltd. (P E& MKW (£E)
BBRAF]). From May 2008 to May 2020, he served as an
assistant to general manager, the chief economist, the
chairman of labour union and an employee director of China
Hi-Tech Group Corporation (which was consolidated into
SINOMACH Group since 29 June 2017, and is currently a
wholly-owned subsidiary of SINOMACH,).

Mr. JING graduated from Huazhong University of Science
(FEFIBT RE) in 1988, majoring in applied chemistry, and
obtained a bachelor’s degree in science. He graduated from
Huazhong University of Science and Technology (FE A &H K
&) in December 2004, majoring in inorganic chemistry, and
obtained a bachelor’s degree in science. He graduated from
Tsinghua University in January 2005, majoring in executive
master of business administration, and obtained a master
degree in executive business administration. Mr. JING is a
senior engineer.

Mr. ZHANG Zhiliang (R 2 = %)

Mr. ZHANG, aged 52, is currently the financial director of
the Company. Mr. Zhang has over 30 years of experience in
financial management.

Mr. ZHANG joined the Company in August 1989. He served as
an accountant of the financial department until May 2000, and
was appointed as the deputy general manager of the financial
department of the Company in May 2000. Subsequently,
Mr. ZHANG served as the deputy director of the financial
department, the general manager of financial headquarters
and the deputy director of shareholding system reform office
of the Company during August 2003 to December 2007. From
December 2007 to August 2016, he served as the general
manager of the corporate finance department, the general
manager of treasury department, the general manager of
investment and financing and capital utilization department and
the general manager of investment and financing headquarters
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of the Company. From August 2016 to September 2019, he
was appointed as an assistant to general manager and the
general manager of investment and financing headquarters
of the Company, and served as the investment director of
the Company from September 2019 to July 2020. During the
period from December 2007 to September 2009, he served as
the general manager of China Everbest Financial Company (3
B% BB /A 7)), a wholly-owned subsidiary of the Company, as
well as the general manager of China Everbest Development
International Limited (ZEEXEZEABRAF]), a wholly-owned
subsidiary of the Company. In July 2020, Mr. Zhang was
appointed as the financial director of the Company, and
continued to serve as the general manager of China Everbest
Development International Limited.

Mr. ZHANG graduated from Renmin University of China in
1989, majoring in finance, and obtained a bachelor’s degree in
economics. Mr. ZHANG is a senior accountant.

Mr. DUAN Xiangwei (EX & & % 4)

Mr. DUAN, aged 46, is currently the vice president and chief
legal advisor of the Company.

Mr. DUAN joined the Company in April 2005. From April
2005 to December 2011, he served as the secretary to
the general office, the legal advisor of legal consultation
department, the legal advisor of business unit under legal
consultation department, the legal advisor of No. 3 Complete
Engineering Department and the party branch secretary of
legal consultation department of the Company. From January
2012 to March 2019, he served as the general manager of
legal compliance department and the general manager of
legal and risk management department of the Company.
Mr. DUAN was appointed as the chief legal advisor and the
general manager of legal and risk management department
of the Company in March 2019. Mr. DUAN has been serving
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as an executive director and the general manager of CMEC
(Beijing) International Economic & Legal Advisors Inc., a
wholly-owned subsidiary of the Company, since February
2012. In November 2020, Mr. Duan was promoted to the
vice president and the chief legal advisor of the Company.
He continued to serve as the general manager of legal and
risk management department, as well as the executive
director and the general manager of CMEC (Beijing)
International Economic & Legal Advisors Inc.

Mr. DUAN graduated from University of International
Business and Economics, majoring in laws, and obtained
postgraduate certificate and a master’s degree in laws. Mr.
DUAN possesses legal profession qualification in the PRC,
and is a senior economist.

Mr. XIE Ke (5 5 4)

Mr. XIE, aged 48, is currently the vice president and general
manager of operational management department of the
Company.

Mr. XIE joined the Company in 1996. In July 1996, he was
an intern of the engineering service department of CMEC
International Engineering Company (KB TE A7),
a subsidiary of the Company, and was an officer of the
engineering service department from March 1997 to May
1998. Mr. XIE was the chief representative at the Korea
office of the Company from May 1998 until October 1999.
From October 1999 to August 2020, he served as the
commercial manager of no. 5 complete set project of the
Company, the general representative of the Malaysia office,
the deputy general manager of the Second International
Engineering Department under No. 5 Complete Engineering
Department, the deputy general manager of Complete
Engineering Management Department, the general manager
of strategic and operational development department, the
general manager of strategic development and collaborated

China Machinery Engineering Corporation
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management department and the general manager of trade
and service management department. Since August 2020,
Mr. XIE was appointed as an assistant to general manager,
the general manager of each of strategic development
and collaborated management department and trade and
service management department of the Company. He was
promoted to the vice president of the Company and the
general manager of operational management department in
November 2020.

Mr. XIE graduated from Kim Il-sung University in 1996,
majoring in Korean. He graduated from the School of
International Business Administration of University of
International Business and Economics in 2002, majoring
in corporate management. In 2011, he obtained Level B
Certification of International Project Manager Professional
(IPMP).

EMPLOYEES
As at 31 December 2020, the Group had 5,389 employees

in total. The following table sets forth the number of
employees according to different job functions:
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Number of

employees

EE%AH

Business Staff ES YN 5,008
International Engineering Contracting Business BIBR T2 &8 ¥ 7% 4,424
Trading Business BH5ER 438
Services Business PR 7% 2 75 146
Management, finance and administration &£ - B MTH 338
Others Hit 43
Total &t 5,389

The following tables set forth the Group’s staff structure by
geographical location, academic qualification, designation
and age, respectively:

TROBIEINLIIEMNE - BF - B
R FREIDHNAEE S T2RE
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Directors, Supervisors, Senior Management and

Employees

ES  EE - sEEBAERES

Analysis of the Group’s staff by geographical location

B IR (7 B &) 7 i) K E BB T 547

Number of

No. Geographical location staff Percentage
weE HhIENE BETI¥E Epald
1 China A 5,220 96.87%
2 Asia (excluding China and Turkey) sl (TBEFPEE+HH) 75 1.39%
3 Africa FEM 53 0.98%
4 Europe (including Turkey) BN (BIELZEE) 32 0.59%
5 South America 1 E M 6 0.11%
6 North America 1M 3 0.06%

Total &% 5,389 100%

Analysis of the Group’s staff by academic qualification

BEFE| 7 A EE R T W

Number of
No. Academic qualification staff Percentage
wmeE BE BI¥H Aotk
1 Postgraduate or above s Ak A 1,660 30.80%
2 Undergraduate E4-2fy 3,006 55.78%
3 College diploma or below ERDURIAT 723 13.42%
Total a5t 5,389 100%

China Machinery Engineering Corporation
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Directors, Supervisors, Senior Management and

EE

Employees

E’-E |_.|l MIEAE&EE

Analysis of the Group’s staff by designation 1EBIEZ SR EE S T AT
Number of
No. Designation staff Percentage
wmey BB BI¥H Bt
1 Senior Grade =% 1,475 27.37%
2 Intermediate Grade A& 1,885 34.98%
3 Junior Grade and below B TIAT 2,029 37.65%
Total a% 5,389 100%
Analysis of the Group'’s staff by age FheE) 7 m K E B ST 59
Number of
No. Age staff Percentage
mEE FEe BIHH Aot
1 56 years old and above 56 5% & IA £ 391 7.26%
2 46-55 years old 46 E555% 829 15.38%
3 36-45 years old 36E457% 1,605 29.78%
4 35 years old and below 35 M 2,564 47.58%
Total =X 5,389 100%
1. Staff Development and Incentives BIRENB

In 2020, the Company further improved performance
management system and formulated overall reform plan
for optimization of business department’s positions,
performance and salary. The Company implemented
new regulations on management selection and finished
the election process of the subsidiaries and subordinate
party committees, so as to perfect the organization
and structure of the Company. Management members
were appointed for relevant positions, age structure
of the management team was improved and back up
management team was established.

20205 RAIE—FXETHE
MEBER - HEFEIEAL
B NELIEE BB RES
o NAIEFHIE T BEERA
RAME - TR T EMEMNF LA
MTBEZNBREIE &7
NEABER  BEZEEHEE
HESE - BT BREKMFR
B BY T REBHIE -
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In terms of staff cultivating, the Company formulates the
construction plans for talent teams and continuously
enhanced the establishment of the Company’s six talent
teams, including “senior management personnel, project
management personnel, engineering and technical
personnel, professional management personnel,
marketing personnel, investment and capital operation
personnel”, which reinforces the base of key talent
reserve.

The Company will establish diversified career
development channels in the future, especially continue
to focus on building development channels for core
business staff, further improve the retirement schemes,
and therefore ensure both the development channels
and retirement schemes are in place, in order for
employees to share development opportunities and
reform results. The Company will further establish and
perfect a more rational, open and scientific employment
system by constantly consolidating the fruits of talents
introduction and enhancing the exchanges between the
cadre and the talents.

Staff Remuneration

For the year ended 31 December 2020, the Group
incurred staff costs of approximately RMB1,015.5
million. Staff’s remuneration comprises basic salary
and performance salary. The performance salary
is determined according to the assessment of
performance of the whole staff.

Staff Training

In respect of staff training, in 2020, the Company made
use of innovative training method and intensified the
training, and built a two level training system with the
headquarters, each department office and subsidiary as
main body, innovated in training methods and devoted
greater efforts to training in-service cadres at all levels
and new recruits.

China Machinery Engineering Corporation
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Directors, Supervisors, Senior Management and

Employees

EE £S5 sREEAEREES

We provide systematic and effective training for our
employees. We provide sustainable and specific
education training for our senior management, middle
management as well as technical and operational staff
with a view to improving the quality and ability of our
staff at different levels.

To regulate the management of staff training, the
Company has formulated comprehensive measures for
administering employees’ education and training, which
effectively promote the establishment of the Company’s
education training system. The Company focuses
on the training needs of the senior management,
middle management, technical and operational staff
as well as the development needs of the Company
when formulating and implementing education training
programmes. The Company aims to implement
a diversified training system for the staff so as to
encourage the staff to participate in training.

The Company will further strengthen to train young
cadre in the future and establish different levels of
cadre, which lays the foundation for the sustainable
development of the Company. The Company will also
improve three-level talents training system among
overseas, domestic institutions and the Company
to ensure the comprehensive coverage of senior
management, middle management and every ordinary
staff of the Company in the training system.

Guarantee of Staff Rights

The Group strictly complies with the relevant PRC laws
and regulations and makes contributions to various
pension contribution plans, medical insurance plans,
unemployment insurance plans, maternity insurance
plans and personal injury insurance plans.

BPREERERSUERERE
Bl DREEREEAR - F
EEEABUREERRMEE
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Z
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Independent Auditor’s Report

BYZBARE

Ernst & Young TR EENE T Tel EE: +852 2846 9888
22/F, CITIC Tower BBTRRAZBEIR Fax {#H: +852 2868 4432
ﬁ i 1 Tim Mei Avenue RIERE221E ey.com
? Central, Hong Kong

To the shareholders of China Machinery Engineering Corporation
(Established in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of China
Machinery Engineering Corporation (the “Company”) and its
subsidiaries (the “Group”) set out on pages 214 to 403, which
comprise the consolidated statement of financial position as at
31 December 2020, and the consolidated statement of profit or
loss, the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2020, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting
Standards (‘IFRSs”) issued by the International Accounting
Standards Board (‘IASB”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (‘HKSAs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”). Our
responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report. We are independent of
the Group in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

China Machinery Engineering Corporation
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Independent Auditor’s Report

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how our
audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks
of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial
statements.

RS R
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Key audit matter

HREZER

Revenue recognition for construction contracts

BEE IR TR

The Company derives a significant portion of its
revenues from construction-type contracts that
are accounted for by applying the percentage-of-
completion (‘POC”) method.
ERFRIBMATERBEERER
LEEARR ©

ZEARRETIAN

The POC method involves the use of significant
management judgement and estimates including
estimates of the progress towards completion,
the scope of deliveries and services required, total
contract costs, remaining costs to completion, total
contract revenues and contract risks. In addition,
revenue, cost and gross profit realised on such
contracts can vary (sometimes significantly) from the
Company’s original estimates because of changes in
conditions.

EATIADLESREANEREHE R - 215
KRITERNMGE  XNBERATERE - SRKELE
BRIRFTEENKAE  SRBAZBRRERER -
Jktﬁ\\ C BEARERBAENRA  KARENEREMS

LI MimE (GREERE) &2 RVIAMAET -

The disclosures about construction contracts are
included in note 2.4, note 3, note 5 and note 21 to
the consolidated financial statements.
FRREARNBERN G MU BHRERWMT2.4 - T
3 PiEEs K MizE21 o

China Machinery Engineering Corporation
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How our audit addressed the key audit matter

RRBELEREFLTNERLE

We tested the internal controls of the Company over
its processes to record contract costs and contract
revenues under the percentage-of-completion (“POC”)

method.
EMEERFIRT LA DAL ERE RKARE RKA
BMAZHETT T NIERIE ©

We evaluated the judgements and estimates of
management in determining the estimated total
contract costs through the review of contract cost
budget and other relevant project documentation,
and the discussion of the status of projects under
construction with management, finance and technical
staff of the Company.

BfBEBREARKATEE MEEER XM REERT]
EIRE - B LEME TAwmAEREB SRR - FEHE
BEHTE S ETEFT B AN B EATEHI B R 5T -

We performed tests of details, including vouching to
invoices or other source documents, for the costs
incurred, and assessing the status of the projects on
a sample basis.

ERHERER - BHMETHADAS - BEREEESD
PR 2 RS H ARG XA - RATEIEBRRE -

We retested the calculation of the POC for certain
key projects.
LM E TEREEEMIRATIESLEMNEE -

We also assessed the adequacy of the relevant
disclosures.

BAMFHEERERENREE



Independent Auditor’s Report

Key audit matter

HREZER

Impairment of trade and other receivables

B 5 REM BN R RIEREE

The Group has significant trade and other receivables
from customers and other stakeholders. Allowances
for the impairment of these balances are estimated
by management through the application of significant
judgement and use of subjective assumptions.
Allowances for expected credit losses (‘ECLs”) for
trade and other receivables are made based on the
assessment of the recoverability of such receivables
as appropriate. When determining whether a
trade or other receivable is collectable, significant
management judgement is involved. Management
ascertains the ECLs for trade and other receivables
based on various factors including, amongst others,
historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the
economic environment, the extent of collateral or
credit enhancements available, and other information
concerning the creditworthiness of the debtors.

EEERKREREFPLEMAREEENKREE H L EM
JEWFIR - ZERBOREREHHEREERERHE
RFBRRETES - 5 REMEKRIERRERE
K ([TEEERER) BE TR E Y 22 5 B WK IA AT Y Ol
METHRE (NER) MEL - RETE S HME
WHIEERERE O S RBEANEEE G - EIRER
BEHEEERTE S MEMEBKRFEERERAELS £
F(HPEE)BTEAEALR BEBANTAE
MARELNFARLRKERE AR ERDEIEERE
MERE URBBEBACGRENEMER -

The disclosures about impairment of trade and other
receivables are included in note 2.4, note 3 and note
22 to the consolidated financial statements.

B 5 MEMEYRIBRERNRESHN S O G wmKR T
2.4 - MIEE3 K22 -

RS R

How our audit addressed the key audit matter

RRBELSEREFRTNERLE

We tested the internal controls over the Group’s
impairment allowance assessment procedures
as appropriate. We obtained direct external
confirmations for trade and other receivable balances
on a sample basis, and performed alternative audit
procedures for unreturned confirmations.
BIVAHESBRERGTHIERF (MER) & A E5E
il o HME AN R ER IS B 5 K H b R U TRIA 48R
BB SN HER K - YRR [ FERERR s 1T H A
BFF o

We evaluated the basis and assumptions of the ECL
model used by management in the calculation of the
ECLs. Our procedures to assess the recoverability
of trade and other receivables included, among
others, inquiry of management’s judgements, testing
of historical payment patterns, assessment of the
relevant forward-looking factors, and verification of
the extent of collateral and credit enhancements
available.

B EREN T ERBRERIBRKAEANTRRGE
AEAEERRR - HMARTEE S RH b EUFRIAA]
WEEmETHRRFRE (AhEaRE) ERERENH
i RRBEENFERR - FEEERE TR E - AR
B AERRRIEERENIEE -

In addition, we evaluated the adequacy of the
disclosures regarding the ECL allowances for trade
and other receivables.
BEA - FAPIRT A4 BB 5 K E At e R IR TR H3(E A B K
HHARBENRRE -
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OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated
financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing
to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and
fair view in accordance with IFRSs issued by the IASB and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Group’s ability
to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations or have no realistic
alternative but to do so.

China Machinery Engineering Corporation
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Independent Auditor’s Report

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Qur objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Our report is
made solely to you, as a body, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.
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Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s
internal control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’'s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events
or conditions may cause the Group to cease to continue as
a going concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events
in @ manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

China Machinery Engineering Corporation

hEREREIRROERAE

THREEZAMONEIES - RS
EEEBATHRENEZRERF @ B
WIEEHEREHORIZEFNBEX
HERER -

AR RERERE  URE
RBIEFFAEL RO FT G5 AIARRE

EehAE-

HEERANUFELERGTER
ERREFELAL  YRECERDY
BERRRE MERLGHFERYES
BEFEEENENBREARENSE
HHBEREERTHEERE WM
RAFEEATHERAER - AIAEZ
BEBETIRFIEAHMBERRA
EVARRE IR - MR BEERETR -
AR RMNER - HAINER T
ERNBERHEHRE B AMESHE
IR o A - REEHRBRARE
BYEKEBRASELE -

G T Sk (BIEHER) R e
23HER - FRERAD - UARE G
BTREEEAAMRMRBBER S RE
15 o

RERBEANSERIEBEINMH
EHESRERAEENEZEE - A
EHPBHREAERER - HAAR
RiEE EENMHTESENERL
- RABBRMNBLZERAES
BB -



Independent Auditor’s Report

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Yee Chung Man.

Ernst & Young
Certified Public Accountants
Hong Kong

25 March 2021
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Consolidated Statement of Profit or Loss

BOHREER

Year ended 31 December 2020 ® #£2020F12 A31 B It FE

2020 2019
20204 20194
Notes RMB’000 RMB’000
Hiat AR#F T AE#For
(Restated)
(FE)
REVENUE WA 5 19,100,165 28,348,250
Cost of sales SHE A 6 (15,426,795)  (23,516,827)
Gross profit EF 3,673,370 4,831,423
Other revenue E bz A 5 52,363 40,991
Other income, net N 5 175,835 31,826
Selling and distribution expenses HERDHERAXT (666,207) (1,112,971)
Administrative expenses TR (1,117,740) (1,426,029)
Impairment losses on financial and R R EREEREREE
contract assets, net it (346,856) (387,595)
Other operating expenses Hing &R (6,704) (20,385)
PROFIT FROM OPERATIONS Fe gl 1,764,061 1,957,260
Finance income B S UL A 6 517,392 789,570
Finance expenses B 5 R 2 6 (936,874) (134,490)
Net finance (expense)/income BI7s (Bs) /WA F5E 6 (419,482) 655,080
Share of profits and losses of: FEME A T @ F R HE
Joint ventures RN 20,240 27,825
Associates Rl 213,082 198,520
PROFIT BEFORE TAX BRBE RIS F 6 1,577,901 2,838,685
Income tax FriSHi 9 (377,655) (638,422)
PROFIT FOR THE YEAR FREF 1,200,246 2,200,263

China Machinery Engineering Corporation
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Consolidated Statement of Profit or Loss

BHERER

Year ended 31 December 2020 o &£ 2020512 A31 B ILFE

2020 2019
2020F 20194
Note RMB’000 RMB’ 000
BtaE AR¥FT AREFT
(Restated)
(&)
Attributable to: EER
Owners of the parent ISYNCIEZFEDN 1,186,591 2,193,493
Non-controlling interests JEVE R R 13,655 6,770
1,200,246 2,200,263
EARNINGS PER SHARE BAREBEER
ATTRIBUTABLE TO ORDINARY BEAERLESRER
EQUITY HOLDERS OF THE
PARENT
Basic and diluted (RMB) EXR#EE (ARYE) 12 29 cents (7)) 53 cents ()
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Consolidated Statement of Comprehensive Income

BOEERER

Year ended 31 December 2020 ® #£2020F12 A31 B It FE

2020 2019
20204 20194
Note RMB’000 RMB’000
HtaE AR#FT AREFT
(Restated)
(Fi)
PROFIT FOR THE YEAR F R F 1,200,246 2,200,263
OTHER COMPREHENSIVE (LOSS)/  Hftu#iR& (BB) h#
INCOME
Other comprehensive income that REBEBETEED BE
will not be reclassified to profit or BamiHMES
loss in subsequent periods: e -
Remeasurement of defined benefit BN EREXRETS
obligations 28 (28,530) (5,480)
Equity investments designated at fair AR EE =B EEE
value through other comprehensive T AEAERE W EERY
income iR E 59,966 56,412
Share of other comprehensive income DG Bt &R R E MR E
of associates Wz 1,036 25,363
Net other comprehensive income that JW?:Z%HHF'EJT% PaR e
will not be reclassified to profit or loss B r) E A 4R
in subsequent periods Wz F 88 32,472 76,295
Other comprehensive loss that may be ~ R&BHAHEEE D
reclassified to profit or loss in B EMIRE EE
subsequent periods:
Exchange differences on translation HE G NI B A B8 B 7S
of financial statements of overseas WFREERE N EFE
subsidiaries (169,684) (8,545)
Net other comprehensive loss that R B E D e
may be reclassified to profit or loss EmrEMERE EiE
in subsequent periods FEE (169,684) (8,545)
OTHER COMPREHENSIVE (LOSS)/  FRHft&AE (HiE) Wi
INCOME FOR THE YEAR, (HIBRBEE)
NET OF TAX (137,212) 67,750
TOTAL COMPREHENSIVE INCOME &R #ZEWNEHAE
FOR THE YEAR 1,063,034 2,268,013

China Machinery Engineering Corporation
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Consolidated Statement of Comprehensive Income

BHtEE AR

Year ended 31 December 2020 o & Z 2020512 A31 H ILFE

2020 2019
20204 20194
RMB’000 RMB’ 000
ARMF T AREFT
(Restated)
(Fu)

Attributable to: BER
Owners of the parent ISYNCIEZZEPN 1,061,652 2,260,297
Non-controlling interests JEVE R 1,382 7,716
1,063,034 2,268,013
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Consolidated Statement of Financial Position

B O B E55iR R 3R

31 December 2020 ¢ 2020412 A31H

31 December

31 December

2020 2019
20205 20194
12A31H 12 H31H
Notes RMB’000 RMB’ 000
HtaE ARMTFT AREFT
(Restated)
(Fut)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment W - BB RH 13 2,706,107 2,495,207
Investment properties "EYZE 14 615,103 632,593
Right-of-use assets FREEE 15 1,761,829 1,806,626
Intangible assets ﬂﬁ?ﬁé 16 444,182 440,556
Investments in joint ventures HEENRIWIRE 17 418,639 405,798
Investments in associates HEE N RINRE 18 1,509,785 1,368,578
Trade and other receivables B 5 N E b ENFRIE 22 5,703,364 6,537,503
Deferred tax assets RIETIAE B 27 676,556 655,243
Equity investments designated LWAREBEFTEAEE
at fair value through other ST AEAbARE Pz Y
comprehensive income g% & 19 631,418 550,659
Total non-current assets FRBEEAR 14,466,983 14,892,763
CURRENT ASSETS RBEE
Inventories "rE 20 540,903 466,795
Trade and other receivables B 5 & E bl F I8 22 11,528,102 10,638,033
Contract assets BREE 21 4,644,301 5,205,445
Financial assets at fair value through NAREBEFEAHE
profit or loss FTABRTEHNSREE 157,543 176,780
Restricted deposits SR B R 23 1,307,488 1,231,226
Time deposits with original maturity of SEIEAE BB =E A A
over three months TEHFER 23 3,545,228 5,825,624
Cash and cash equivalents He kB eEEY 23 14,828,680 15,563,218
Total current assets REEERE 36,552,245 39,107,121
Continued/- -
&/ ..
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Consolidated Statement of Financial Position

B Ot IR R 3R

31 December 2020 » 2020412 831 H

31 December

31 December

2020 2019
20204 20194
12831H 12 A31H
Notes RMB’000 RMB’ 000
it AR¥ T ARMEF T
(Restated)
(Eat)
CURRENT LIABILITIES REBEE
Borrowings BE 26 757,531 444,218
Contract liabilities ERAaE 25 12,534,339 13,620,421
Trade and other payables B 5 R H Ath FERT /IR 24 17,377,106 19,650,242
Lease liabilities HEBRE 15 36,443 27,854
Defined benefit obligations BEX TS 28 45,120 43,490
Tax payable FETRIE 146,913 466,301
Total current liabilities BB EEEE 30,897,452 34,252,526
NET CURRENT ASSETS REEEFRE 5,654,793 4,854,595
TOTAL ASSETS LESS CURRENT EEAERRBERS
LIABILITIES 20,121,776 19,747,358
NON-CURRENT LIABILITIES ERBEE
Borrowings BE 26 149,093 111,087
Trade and other payables B 5 Rk EH A pES A 24 879,374 870,867
Lease liabilities HERE 15 32,296 36,378
Defined benefit obligations HEX % 28 597,296 586,457
Deferred tax liabilities FEEFIBEE 27 153,296 108,829
Total non-current liabilities FRBEBEAR 1,811,355 1,713,618
Net assets FEE 18,310,421 18,033,740
Continued/---
B
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Consolidated Statement of Financial Position

B O B E55iR R 3R

31 December 2020 ¢ 2020412 A31H

31 December 31 December

2020 2019
20204 20194
12A31H 12H31H
Notes RMB’000 RMB’ 000
iira AR¥FT AREFT
(Restated)
(E)
EQUITY Ex

Issued capital BEITAR AR 29 4,125,700 4,125,700
Reserves & 30 14,071,756 13,769,319

Total equity attributable to owners of A FHEE ABIGERELE
the parent 18,197,456 17,895,019
Non-controlling interests FERER 112,965 138,721
Total equity R 18,310,421 18,033,740

Director Bai Shaotong Director Fang Yanshui

EE QAW B AEK
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Consolidated Statement of Changes in Equity

EOtREEE X

Year ended 31 December 2020 o &£ 2020512 A31 B ILFE

Attributable to owners of the parent

BERSATHREA
Fair value
reserve of
financial ~ Statutory  Exchange Non-
Issued  Capital  assetsat  surplus fluctuation Retained controlling Total
capital  reserve FVOCI  reserve  reserve profits ~ Sub-total interests equity
WARER
ERASE
HARES
YEMEREE  HRER  EXRE
BEARA  EARE NOAEERE e B REEH Nt OFERER  EmbE
Note  RMBO00  RUB 000 AUB000  AMBO0) AU 000 RMBO00  RUMBO00  RUB'O00  RMB'000
Hit kBT ARETT ARETT AREFT AREFT ARETT AREFT AREFT ARETR
(note 29)
(hi29)
At 1 January 2020 H020E1A1A 4125700 1,857,440 57,999 1542949  (47,742) 10,358,673 17,895019 138,721 18,033,740
Proft for the year iyl = = - - - 1,186,501 1,186,591 13,655 1,200,246
Other comprefensive income/{oss) Emifrs
forthe year: Wi /(B%):
Exchang diferences on transiafion of ik
forelgn operations - - - - (167,265) - (167,265) (2,419)  (169,684)
Remeastrement losses on defined BV Y EFIRA
beneft plans, net of tax B Mtk - - - - - (18,676 (18676 (9,854  (285%0)
Changes in far value of equiy investments at - W24 EETEAEED)
falr vale through other comprehensie A MEGANEH
Income, net of tax RERENLLERE
29 Mtk - - 59,966 - - - 59,966 - 59,966
Share of ther comprehensive income o~ AEEEATEM
ass0ciates GAkG - - 1,0% - - - 1,0% - 1,0%
Total comprehensive incomef{oss)for he year - EhExANE /(B2%) 48 - - 61,002 - (265 1167915 1061652 1382 1,063,034
Business combination under common control - - PSRRI - (100,366) - - - - (100,386) - (100,886)
Dividends declaredt to shareholders of BRARARRERM
the Company B - - - - - ) (65435 - A
Proft appropriafion o reserves ERTRENET - - -0 - (62,039) - - -
Dividends declared to non-corfraling BAREAEERER
shareholders of subsidaries BHRE - - - - - - - Y9 39
Others i - - - - - B B (4319 (8812
A 31 December 202 LIERT: GO0 1TSS OO0 1G58 BT 1076505 1B 112965 fB3H0
Continued/:--
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Consolidated Statement of Changes in Equity

B REE R

Year ended 31 December 2020 ¢ & Z= 2020412 A31 B ILFE

Attributable to owners of the parent

EERSLAREA

Fair value

reserve of

financial ~ Statutory  Exchange Non-
Issued  Capital assets  surplus fluctuation Retained controlling
capital  reserve atFVoCl  reserve  reserve profits ~ Sub-total interests Total equity

WALEE

REEESE)

ARESR

YENEHEE  AEEER  EXRE
BRfRE  EARE DOABERE AR B REE Nt FEREE  BREE
ABOY  AMBO00  RMBOO  AUBO00  RMBOA)  RMBOAD  AMBO00  AWBO0D  RMBO0
NEBTT NEETT  ARETR ARETR ARETR AREFT ABEFT AREFT AREFR

(hote 29)
(Kii29)
At 1 January 2019 R2019F12831R 4,125,700 1,785,692 (23,776) 1,817,179 (36,548 9,199,161 16,427,408 85,346 16,513,204
Business combination nder common control  FI—HEH VR4 - 51663 - - - (1165 40011 20167 61178
At 1 January 2019 (Restated) R019E1F1A (E4) 4125700 1,837,365 (3,7716) 1,817,179 (36548 9187509 16467419 107,013 16,574,432
Profitfor the year Eig = = = - - 2193493 2,193,493 6,770 2,200,263
Other comprehensive income/(oss] EmifGa
forthe year: Wi/ (B%)
Exchange differences on translaton of foreign M H 7T E2E
operations - - - - (1,194 - (11194 2,649 (8,545)
Remeasurement losses on defined REZHTAENTS
beneft plans, net of tax BE ARk - - - - - BTN BT (709 (5480)
Changes In fair value of equity vestments at -~ WAL EEEEE
far value through other compreensive FERIN e
income, net of tax HRERENALER
23 Mk - - 56,412 - - - B4 S T,
Share of other comprehensive income of - AEBER AR
associates fela - - 25,363 - - - 25308 - B
Total comprehensive income/[oss) for the year EAERANE /(B%) B - - 81,775 - (119 2180716 2260297 7716 2268013
Business combination Fhedt - - - - - - - BB 26583
Capital contrbuton fiom anon-contoling. 2 RRRAEREA
shareholder - - - - - - - 10274 10274
Divdends declred to sharcholders of e~ ERAAIREE FHRE
Company - - - - - (852,782 (842,782) - (BR78)
Proft appropriaton to reserves BEERERENRT - - - 165710 - (165,770) - - -
Adustment of defered tax from valuation surplus fEf5 R AREL R - 008 - - - - 2008 - 20085
Dividends declared to non-contraling Rl
shareholders of subsidiares ERORE - - - - - - - Ray A
Others Hf - - - - - - - (l06t6)  (10516)
At 31 December 2019 (Restated) 20195127315 (i) 4,125,700 1,857 4407 57,999 1,542,949° (67,742F  1038,673" 178%,019 138,721 18,083,740
*  These reserve accounts comprise the consolidated reserves * ZERENREEIEIA2020612 H31H
of RMB14,071,756,000 (31 December 2019 (Restated): MeadiBRARTNEHEEREARE
RMB183,769,319,000) in the consolidated statement of financial 14,071,756,0007t (2019412 318 (&
position as at 31 December 2020. i) AR%13,769,319,0007T) °
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Consolidated Statement of Cash Flows

BEHRETRER

Year ended 31 December 2020 ® # £2020F 12 A31 BH It F[E

2020 2019
20204 20194
Notes RMB’000 RMB’000
Wizt AR¥TF7R AREFT
(Restated)
(FEi)
CASH FLOWS FROM OPERATING RERETHNRERE
ACTIVITIES
Profit before tax: BRALADE A : 1,577,901 2,838,685
Adjustments for: FHEIER
Finance costs B 7% X 2R 6(a) 85,243 82,199
Foreign exchange differences, net b H =555 6(a) 806,783 (270,426)
Share of profits and losses of associates FEAE B & N B F M E5 1R (213,082) (198,520)
Share of profits and losses of joint ventures B/ & & QA Alim 5| & E1E (20,240) (27,825)
Interest income A EHA 6(a) (219,228) (249,259)
Investment income on financial assets SREBEERE R E 5 (43,648) (36,526)
Net losses on disposal of items of BEEYE  BELKHEEER
property, plant and equipment E0)EE=PS 5 1,804 1,736
Dividend income from equity securities A& AN 3E 5 AR B A 5 (3,564) (3,822)
Net (gains)/losses on foreign currency forward iz HRANE A 49 K Fl| == 5 HA
exchange contracts and interest rate swaps (Wzx), BKFEE 5 (385,364) 9,130
Depreciation of property, plant, equipment and ~ ¥1% ~ &  RERKE
investment properties VI E 6(c) 134,143 112,801
Depreciation of right-of-use assets ERAEEENE 6(c) 68,349 82,932
Amortisation B 41,265 38,725
Impairment and foreseeable contract losses  SRE AN A] FE 54 B &2 6(c) 362,972 405,058
2,193,334 2,784,888
(Increase)/decrease in inventories =TE (Em),md (90,221) 137,458
Decrease/(increase) in contract assets EREERD (8 M) 545,623 (1,267,428)
Decrease/(increase) in trade and other B 5 K H b jE IR
receivables w (HEhn) 191,237 (711,608)
Decrease in contract liabilities ARaERD (1,086,082) (1,281,130)
Decrease in trade and other payables B 5 K EAth FEAS IR (2,370,892) (2,358,807)
Decrease in defined benefit obligations HE X BEIGR A (16,061) (17,961)
Cash used in operations KETEBFTARS (633,062) (2,714,588)
Income tax paid EENIREE (693,873) (781,725)
Net cash flows used in operating activities KEEBFTANR S RE T8 (1,326,935) (3,496,313)
Continued/- -
B/
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Consolidated Statement of Cash Flows

EHBETRER

Year ended 31 December 2020 ® #£2020F12 A31 B It FE

2020 2019
2020 20194
Notes RMB’000 RMB’ 000
Wizt AREF7 AREFT
(Restated)
(Eqh)
CASH FLOWS FROM INVESTING RERETHNEESRE
ACTIVITIES
Interest received BB 6(a) 219,228 249,259
Dividends received B E 5 3,564 3,822
Investment income received B i% & Wz 44,683 38,122
Purchases of items of property, plant and BEYZE  BELZHEEER
equipment 13 (355,046) (299,449)
Purchases of equity investments at fair value B E AL EEEB L&
through other comprehensive income T AH AR S WS AR FE
RE (18,962) (49,677)
Proceeds from disposal of items of property, B ZE¥Z - MELREER B
plant and equipment FriS kI8 7,435 34,532
Proceeds from disposal of other intangible B B H M EF B ER TS KA
assets 1,301 1,001
Proceeds from settlement of forward exchange #&%5 iz Hi9NE & %7 Ko 1| == 5 HA
contracts and interest rate swaps KPS 5IR 78,723 (43,559)
Additions of other intangible assets ANEHMEREE (25,412) (2,405)
Additions of other long-term assets ANEEMRIAEE (41,487) (584)
Dividends received from associates ELEASNSIEEE ) ES) 12,885 11,963
Dividends received from joint ventures B &R AUEE IS 7,399 -
Interest on financial instruments included in ~ EfEUKELARN ST A
other receivables PSS (68,717) (78,915)
Acquisition of a subsidiary W B B A &) 31 (100,886) 74,757
Investments in associates HE A N RIAIRE - (220,926)
Purchases of financial assets at fair value BENAAREBEIF=AHES
through profit or loss FFABEHSREE (4,319,966) (192,800)
Proceeds from disposal of financial assets at R ENA AR BE =B EEH)
fair value through profit or loss FTABEMESREEMS
IR 3,640,800 151,200
Placing of restricted deposits TR PR H 17 5K (275,212) (216,354)
Proceeds from redemption of restricted HE 0] 52 [R 7 ;P15 5008
deposits 198,950 200,160
Placing of non-pledged time deposits with T HER R RIAEI 53 B i
original maturity of over three months when =18 B &) &K 8 72 EATE 3¢
acquired (1,559,527) (9,999,492)
Proceeds from redemption of non-pledged time & 5] & BR &5 R 44 2 HA B R 1B
deposits with original maturity of over three =1 A &Y &K = HATE 3K
months when acquired FriS k18 3,839,923 9,235,739
Net cash flows generated from/(used in) REEFBEE/(FTRA) K
investing activities ReneFE 1,289,676 (1,103,606)
Continued/:
& ..

China Machinery Engineering Corporation

hEREREIRROERAE



Consolidated Statement of Cash Flows

BEHRETRER

Year ended 31 December 2020 ® # £2020F 12 A31 BH It F[E

2020 2019
2020 20194F
Notes RMB’000 RMB’000
Kzt ARHETFT AREFT
(Restated)
(Eat)
CASH FLOWS FROM FINANCING REMEFTHNRERE
ACTIVITIES
Proceeds from borrowings BEEEHIE 752,461 306,286
Repayment of borrowings BEEER (422,009) (756,427)
Capital contribution from a non-controlling — BRI R E R A
shareholder - 10,274
Proceeds from disposal of debt investments Bz & &R E K 1S 7B 9,893 30,896
Principal portion of lease payments MENRN AL EH D (41,210) (38,313)
Dividends paid BT E (654,336) (852,782)
Dividends paid to non-controlling shareholders & 15 JE$22 A% A% B2 9 I 5. (3,064) (4,349)
Interest paid EARFE (55,018) (65,657)
Net cash flows used in financing activities BRELSAANREREFHE (413,283) (1,370,072)
NET DECREASE IN CASH AND CASH RERBEEZEYRIDFE
EQUIVALENTS (450,542) (5,969,991)
Cash and cash equivalents at beginning of year E IR & KIR S ZEY 23 15,563,218 21,388,690
Effect of foreign exchange rate changes, net  [E R & B)H) 57 2 558 (283,996) 144,519
CASH AND CASH EQUIVALENTS ATEND FARWEESRRESEEY
OF YEAR 23 14,828,680 15,563,218
ANALYSIS OF BALANCES OF CASH AND R & RIBESEEMAREI N
CASH EQUIVALENTS
Cash and bank balances I & RERITAERR 23 19,681,396 22,620,068
Restricted deposits X PR 17 5K 23 (1,307,488) (1,231,226)
Time deposits with original maturity of over — FR#AZFIEI B RB =18 A
three months H)TE HATE =X 23 (3,545,228) (5,825,624)
Cash and cash equivalents as stated inthe ~ BE&REXRMHIEE KX
statement of cash flows BEeEEY 23 14,828,680 15,563,218
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Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 ¢ 2020412 A31H

226

CORPORATE AND GROUP INFORMATION

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

The Company was established on 18 January 2011 as part
of the reorganisation (the “Reorganisation”) of China National
Machinery & Equipment Import & Export Corporation (the
“Predecessor”), a state-owned enterprise. The Company and
its subsidiaries (collectively the “Group”) are mainly engaged
in the international construction business and trading
business.

Prior to the Reorganisation and establishment of the
Company, the core business of the Group was controlled
and operated by the Predecessor. The Predecessor
was wholly owned by China National Machinery Industry
Corporation (“‘SINOMACH” » Bl TEEBERAF]).
Pursuant to the Reorganisation, the Predecessor transferred
its core business together with related assets and liabilities
to the Company. Upon establishment, the Company had a
total of 3,300 million issued ordinary shares, with a par value
of RMB1.00 each. The Company issued to SINOMACH
3,267 million shares, or 99% of the total issued shares, in
exchange for the above transfer of business and assets and
liabilities from the Predecessor. The Company also issued
33 million shares, or 1% of the total issued shares, to China
United Engineering Corporation (“China United” » R BB & T
FRBEMR AT, a wholly-owned subsidiary of SINOMACH for a
cash consolidation of RMB46,930,900.

China Machinery Engineering Corporation

hEREREIRROERAE

1.

RAREEER

PRI R B IREROEBR AR (A
ANAE) REREARILAME ([HE])
MR BRAT o AAGEH
S A1 8% =5 R iz PR AR B b R T E =2 P4
REF1785% °

ERBIB R BIMMREEL D&
AEl([ATH ) EAE(TEA]) BH—I
5 ARRIR20114F1 A18HKAL °
AR REKBAR (REAEIAE
) ESHRERBIREBERES X
ﬁt%o

FEEB KK ARRBIAR  AEER
BLEB BB H TG REE o Bl &
REMA T ESEARAE ([E#])
2EWE - BRIEEA - BIEHEZL
¥ ERABEEERBEERTAR
Al o BRI 1% - AR AR A $£3,300
BERTREEARE1.00TTHE
TEBER - AAFME#ETT3,267
BERERMD  HEBTRMDEHD
99% * URMAFEEN L EB R
BERABE ARANEEEHEE
MEARFEEES TIEERAR ([
BEtS ) B/T33EBMMBHD - KEH
TRIDBER1%  REHEARARKE
46,930,9007T °



Notes to the Financial Statements

CORPORATE AND GROUP INFORMATION
(CONTINUED)

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

On 2 January 2013, the over-allotment option granted by the
Company was fully exercised, and the Company issued and
allotted an aggregate of 107,700,000 H shares at HK$5.40
per share. Accordingly, a total of 10,770,000 domestic state-
owned shares of RMB1.00 each owned by SINOMACH and
China United were converted into H shares on a one-for-one
basis and transferred to the SSF. As at 31 December 2020,
a total of 908,270,000 H shares were listed on the HKSE.

In the opinion of the directors of the Company (the
“Directors”), the holding company and the ultimate holding
company of the Company is SINOMACH, which was
established in the PRC.

1.

BT EE SRR M AL

31 December 2020 » 2020412 831 H

RARKEER (&)

R2012F 128218 » KR AIREE
MEZXZMABRAR ([BFBBRA])
FIREM - XAGEBEXAREES
(BRAREE])  BEREKRMS5.40
IR ER M BB RGIMNEE BT
718,000,000 & HA% - R B X AR
B BREPREBEEXRAEENE F
71,800,000 AR EIE A R#1.007T
WEBEANERER B —WEEHES
HER @ WEETHEE R 2RER
cEEe ((HRESEEE]) -

120131 828 @ ARRIR T RHBE
MRk i B R EATEE - Bt - AQFA]
BERSREM5.408 TEITREES
107,700,000 & HA% © Eit - BI# K&
FR B A BE G H910,770,000 f% & AR
BARE1.00THEEREREIZ—
B—WEREASHR - WEE TR
HEEEEES - P2020F12A318
4 $£908,270,000 % H AR £ B B BE R AT
Eme

BEAAAEE((EF)NER B
# (R B B SE) AR R AR A 7
BBIIERAT -
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Notes to the Financial Statements

Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

1. CORPORATE AND GROUP INFORMATION 1. RARIREBEH ()
(CONTINUED)
Information about subsidiaries Mt B 1 m & K
Particulars of the Company’s principal subsidiaries are as AR EZEMNBRANFMAER M
follows: T s
Nominal value of
Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
AMAL /R BRTEAR/ KRR
£ HHEREH ARMRAEE BEASM IERK PEEMEIAFME
Direct Indirect
EE  BE
1 CMEC International Engineering ~ The PRC RMB50,000,000  100% - Construction contracting  Limited liability company
Co., Ltd. 9 September 1997 and trading
hRERIRERREAT e AR%50,000,000  100% - BIRBRES BREEAT
19979 A9H
2 China Everbest Development Hong Kong SAR HKD980,651,741 100% - Trading and securities -
International Limited 12 August 1988 investment
EREERARAA BARRITHE 980,651,741%T  100% - BRREFRE -
19888 /128
3 China Machinery & Equipment (HK) Hong Kong SAR HKD25,115,970  100% - Trading =
Company Limited 20 September 1983
PERRREREARAT BERAITHE 2511597087 100% - &5 -
19839208
4 CMEC Engineering Machinery The PRC RMB80,000,000  100% - Trading Limited liability company
Import & Export Co., Ltd. 9 January 1995
hRIREMELD e AR%80,000,000  100% - g5 ERELLA
EREFAT 199551 A9
5  CMEC Comtrans International Co., The PRC RMB20,000,000  100% - Transportation agency Limited liability company
Ltd. 5 March 1997
hREREBERRE hE AR%20,000,000  100% - ERfR BEREEAT
EREEAT 199753 A5H
Continued/- -
g/ ..
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

1. CORPORATE AND GROUP INFORMATION 1. RAIREEER (&)
(CONTINUED)
Information about subsidiaries (continued) MEBATER (&
Particulars of the Company’s principal subsidiaries are as ARl EZEWNBRANFMAER M
follows: (continued) T (&)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
AMAL/ R BRTEAR/ KT
£ HHERES ERRAEE BEADL TEER HERRRIARME
Direct Indirect
B  BE
6 Ausino Pty. Ltd. Australia AUD3 974,486  100% - Trading =
13 September 1984
RANERERHARAT RARE 39744868 100% - 85 -
198459 A13R
7 CMEC Group Shanghai The PRC RMB10,820,000  100% - Transportation agency Limited liability company
International Forwarding Co., 30 January 1996
Ltd.
hREEEEREREE t ARH10,820,000  100% - ERAE AREEAR
ARAE 1996%1A30H
8  Shenzhen CMEC Industry The PRC RMB9,200,000  100% - Storage and property Limited liability company
Corporation Limited 18 March 1992 services
AmPRERERAT G AR¥9,200,000C  100% - BRERDERS FREERE
1992437188
9  CMEC International Trading Co.,  The PRC RMB8,000,000  100% - Trading Limited liability company
Ltd. 16 January 1995
hREAREHEREELT G AR¥8,000,000T  100% - &5 AREERA
1995414168
10 CMEC Machinery & Electric The PRC RMB20,000,000  100% - Trading Limited liability company
Equipment Import & Export Co., 16 January 1995
Ltd.
hREEELNARAT t AR¥20,000,000  100% - &5 AREERA
1995%1A 168
Continued/:--
g/ ..
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1. CORPORATE AND GROUP INFORMATION 1. RAIREEER (&)
(CONTINUED)
Information about subsidiaries (continued) MEBATER (&
Particulars of the Company’s principal subsidiaries are as AR EZEMNBRBNFMAER M
follows: (continued) T (&)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
AMAL /R BRTEAR/ KRR
£ HHEREH ARMRAEE BEASM IERK PEEMEIAFME
Direct Indirect
EE  BE
11 CMEC Beijing Property The PRC RMB5,000,000  100% - Property management and  Limited liability company
Development Co., Ltd. 15 January 1985 rental
HERAREELOLRNE  RE AR#5,000000T  100% - MEEERAE BRELEAR
YRARALLA 198561 A15H
12 CMEC General Machinery Import  The PRC RMB6,000,000  100% - Trading Limited liability company
& Export Co., Ltd. 9 January 1995
R BREAELD el AR#6,000,000  100% - 2% AREEAR
BRELERH 199561 A9H
18 China Machinery and Equipment ~ The PRC RMB5,000,000  100% - Tendering for construction  Limited liability company
International Tendering Co., Ltd. 29 April 1996 contracts
PREARAEERAEAT hE AR¥5,000000  100% - BERRAR BREEAH
1996%4 A298
14 China Machinery The PRC RMB75,000,000  100% - Trading Limited liability company
Industrial Products Co., Ltd. 6 February 2002
REBRBHERRELLR B AR¥75,000,000  100% - &5 ERELAA
200242 A6H
15 CMEC Petrochemical-General  The PRC RMB5,000,000  100% - Trading Limited liability company
Machinery Co., Ltd. 16 January 1995
MREIREERAR e AR#5,000000T  100% - 25 BRELRA
1995414168
Continued/- -
g/ ..
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1. CORPORATE AND GROUP INFORMATION 1. RAIREEER (&)
(CONTINUED)
Information about subsidiaries (continued) MEBATER (&
Particulars of the Company’s principal subsidiaries are as ARl EZEWNBRANFMAER M
follows: (continued) T (&)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
HAMAL/ R BRTEAR/ EREEE
£R HHERBH EfEAEE BEAAM IZXRK PEZREIARME
Direct Indirect
B  BE
16 China Machinery International The PRC RMB300,000,000  100% - Engineering design, Limited liability company
Engineering Design & Research 5 October 1993 contracting and
Institute Co., Ltd. supervision
hRERIERHARERAL & AR¥300,000000  100% - Ik ABRER  AREEAF
A 1993%10A5H
17 China-East Resources Import &  The PRC RMB20,000,000  100% - Trading and construction  Limited liability company
Export Co., Ltd. 22 July 1993 contracting
TERRELIARELRR AR#20,000,000  100% - ERREIAR BREEAT
1993%7 A22R
18  China National Machinery & The PRC RMB19,5662,000  100% - Trading Limited liability company

Equipment Import & Export 20 February 1987
(Suzhou) Co., Ltd.

ik (B BRA TR i AR¥19,562,000  100% - 85 FREELE
ARAH 198742420
19 Shanghai Zhong Jing Import & ~ The PRC RMB4,580,000  100% - Trading Limited liability company
Export Corporation 21 December 1995
PEPEELNERELRT  TE AR%4580,000T  100% - 8% AREERA
199512218
Continued/:--
g/ ..
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

1. CORPORATE AND GROUP INFORMATION 1. REIR&EEER (#)

(CONTINUED)
WELATER (&

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as AR EZEMNBRBNFMAER M

follows: (continued) T (&)
Nominal value of
Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
AMAL /R BRTEAR/ KRR
£ HHEREH ARMRAEE BEASM IERK PEEMEIAFME
Direct Indirect
EE  BE
20  China Machinery Engineering Wuxi The PRC RMB38,000,000  100% - Trading Limited liability company
Co., Ltd. 9 April 1987
MRESERRETIE i AR¥38,0000007  100% - &5 BEREEAT
ERA 198764 A9R
21 Sino American Machinery United States of USD1,918,476  100% - Trading =
Corporation America (‘USA")
22 August 1983
REEXRAARAT FHZARE(EE])  1,918476%T  100% - &5 -
19838 A22R
22 Euro M.E.C. Import & Export Germany DEM100,000  100% - Trading -
GmbH 9 March 1990
BERELNERAE =8 100,000&E5%  100% - 8% =
1990F3A9H
23  CMEC Japan Co., Ltd. Japan JPY50,000,000 80% - Trading -
2 April 1986
hRAKMA g A 50,000000B7T  80% - 8% -
19864 A2H
24 China Machinery Engineering The PRC RMB4,180,000 67% - Trading Limited liability company
Henan Co., Ltd. 17 April 1997
hERHRETE (T6) ke ARE4,180000T  67% - 85 FREELA
ERRA 199754 4178
Continued/- -
g/ ..
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1. CORPORATE AND GROUP INFORMATION 1. REIR&EEER (F)

(CONTINUED)
WELADER (&

Information about subsidiaries (continued)

ARBEIEMEBRBNFAERDN
™: (&)

Particulars of the Company’s principal subsidiaries are as
follows: (continued)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
HAMAL/ R BRTEAR/ KRR
£ HHERBH EfEAEE BEAAM IZXRK PEZREIARME
Direct Indirect
B  BE
25 CMIC Enmei Co., Ltd. Japan JPY26,000,000  76.92% - Trading
13 May 1994
REE SN A& 26,000,008 76.92% - 25
19945 H13R
26  CMEC (Beijing) International The PRC RMB500,000  100% - Legal consultancy Limited liability company
Economic & Legal Advisors Inc. 24 September 1993
BER (tR) BREELE t ARH500,000C  100% - RERH AREERA
EAEREEAT 199359248
27 China National Machinery & The PRC RMB5,460,000 55% - Trading Limited liability company
Equipment Import & Export 21 February 2001
(Fujian) Co., Ltd.
BRTRRARBELD G ARHE5460,000T  55% - B% BRRAAT
ERAA 200152A218
28  China National Machinery & The PRC RMB5,000,000 51% - Trading Limited liability company
Equipment Import & Export 30 November 2007
(Hubei) Co., Ltd.
R (i) BB TR t AR®5000000C  51% - 8% BREARF
ARAT 2007511 A308
Continued/- -
g/ ..
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31 December 2020 ¢ 2020412 A31H

1. CORPORATE AND GROUP INFORMATION 1. REIR&EEER (#)

(CONTINUED)

MWEARER (&

Information about subsidiaries (continued)

ARBEEMEBRBHFAERN
T : (&)

Particulars of the Company’s principal subsidiaries are as
follows: (continued)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
AMAL /R BRTEAR/ ARAEE
£R HHEREH ARMRAEE BEASM IERK PEEMEIAFME
Direct Indirect
EE  BE
29 CMEC Senegal S.A. Senegal XOF10,000,000  100% - Construction contracting -
20 April 2009
HEBRRBELDAAT ZRME 10,000,00083E48  100% - BIEE -
ERNBRHERAA 2009%4 A208
30 CMEC Engineering C.A. Venezuela VEF200,000 99.90%  0.10%  Construction contracting -
11 March 2011
BERZNHALRAT ZMint 2000004 2KFIRE 99.90%  010% HIAE =
2011£3A 118
31 CMEC Nigeria Development Nigeria NGN20,000,000  100% - Construction contracting -
Limited 25 March 2011
CMECERFZERARAR  EAMNE 20,000,000 100% - HBIAB -
2011%£3A25H
32 China Machinery Engineering Argentina ARS429,000 90% 10%  Construction contracting -
Argentina S.A. 30 July 2012
TEERREIRMRERL  WERE 429000F  90% 0% HBIEE -
ERRA 2012%7A30A
Continued/- -
g/ ..
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CORPORATE AND GROUP INFORMATION 1. REIR&EEER (F)

(CONTINUED)
WELADER (&

Information about subsidiaries (continued)

ARBEIEMEBRBNFAERDN
™: (&)

Particulars of the Company’s principal subsidiaries are as
follows: (continued)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
HAMAL/ R BRTEAR/ EREEE
£R HHERBH EfEAEE BEAAM IZXRK PEZREIARME
Direct Indirect
B  BE
338 China Power Construction The PRC RMB12,500,000 80% - Engineering design Limited liability company
Engineering Consulting Central 11 January 1993
Southern Corporation
HEENERIRHEATS G ARE12,500000  80% - IRH BRERAF
BRAR] 1993%1A11H
34 China Machinery Engineering Namibia NAD20,000  100% - Construction contracting -
Corporation Namibia 11 June 2013
(Proprietary) Limited
HERAREIRRAERAR  AKLE 200004 KSET  100% - BIAP =
MR BEREELT 2013%6A 118
35 China Machinery Engineering Papua New Guinea USD50,000  100% - Construction contracting -
Corporation (PNG) Limited 22 January 2014
hEERRELE (BH) EmEigEnE 50000%7T  100% - HBIEB -
ERRA 2014515228
36 Sinland Development PTE. Ltd.  Singapore USD7,150,000  100% - Construction contracting -
22 July 2014
BHERERARA gk 7,150,000%T  100% - BIAR -
2014%7R22R
Continued/- -
g/ ..
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

1. CORPORATE AND GROUP INFORMATION 1. REIR&EEER (#)

(CONTINUED)
WELATER (&

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as AR EZEMNBRBNFMAER M

236

follows: (continued) T (&)
Nominal value of
Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
AMAL /R BRTEAR/ KRR
£ HHEREH ARMRAEE BEASM IERK PEEMEIAFME
Direct Indirect
EE  BE
37 China JiKan Research Institute  The PRC RMB105,000,000  100% - Construction research and  Limited liability company
of Engineering Investigations 23 February 1989 design
and Design, Co., Ltd.
BHIXORRA TR i ARE105,000000  100% - BIEHRHE ERERAF
BRAR] 198942 A23H
38 CMEC Lanka (Private) Limited Sri Lanka USD1,000,000 100% - Construction contracting -
12 February 2015
PREFERAELH EETD RS 1,000,000%7T  100% - BIEE -
2015%2/12H
39 CMEC Middle East FZE United Arab Emirates USD5,370,000  100% - Construction service =
20 January 2015
LB GEIA N MRl a B RE 5,370,000  100% - IR -
2015514208
40 China National Complete The PRC RMB100,348,774  100% - Construction contracting  Limited liability company
Engineering Corporation 5 September 1985
HEREIRERAA hE AR#100,348,7747C  100% - BIAB ERERAT
1985F9 A5H
Continued/- -
g/ ..
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

1. CORPORATE AND GROUP INFORMATION 1. RAIREEER (&)
(CONTINUED)
Information about subsidiaries (continued) MEBATER (&
Particulars of the Company’s principal subsidiaries are as ARl EZEWNBRANFMAER M
follows: (continued) T (&)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
HAMAL/ R BRTEAR/ KRR
£ HHERBH EfEAEE BEAAM IZXRK PEZREIARME
Direct Indirect
B  BE
41 CMEC Mexico Engineering, S.DE  Mexico USD100,000 99% 1%  Construction contracting -
R.L.DEC.V. 3 August 2015
EERSESIE i 100,000 99% 1% HIRE -
EREEAT 2015%8A3A
42 CMEC Zambia Development Zambia USD10,000  100% - Construction contracting -
Limited 14 September 2015
RERBHRERRNERAR  BHD 10,000%  100% - BIEE -
2015%9A14R
43 CMEC Africa Development Limited Kenya KES20,480,000 100% - Construction contracting -
16 December 2015
hFERARAT ERE 20,480,000%%  100% - BIAR -
2015E12 A 16H
44 China Machinery Engineering The PRC RMB24,000,000  100% - Trading business Limited liability company
Yinchuan Free Trade Zone Co., 23 June 2016
Ltd.
hERHREIR t AR824,000000  100% - B5%H BREEAT

(B ARH) BRAR 2016464238

45 Maldives Renewable Energy Hong Kong SAR USD1 100% - Construction contracting -
Company Limited 4 February 2016
SRRKIRARARA BERTHE 1%r 100% - BIEE -
2016F2 A4H
Continued/- -
g/ ..
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31 December 2020 ¢ 2020412 A31H

1. CORPORATE AND GROUP INFORMATION 1. REIR&EEER (#)

(CONTINUED)
WELATER (&

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as AR EZEMNBRBNFMAER M

follows: (continued) T (&)
Nominal value of
Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
AMAL /R BRTEAR/ ARAEE
£R HHEREH ARMRAEE BEASM IERK PEEMEIAFME
Direct Indirect
EE  BE
46 CMEC Engineering XXK Mongolia USD100,000  100% - Construction contracting -
30 November 2016
RRLIRARAMAA 5k 100,000%7T  100% - BIAB =
2016%11 4308
47 CMEC Guinea Equatorial, S.L.  Guinea Equatorial XOF20,000,000  100% - Construction contracting -
1 June 2017
R REENTARERAAR TEENE 20,000,000&35%88  100% - BIAB =
201746A1H
48  CMEC Saudi for Construction LLC Saudi Arabia USD270,000  100% - Construction contracting -
20 July 2017
PRYBERERALAT PR 270000%7T  100% - BIAE -
201747A208
49 CMEC Dutch Caribbean B.V. Netherlands USD200,000  100% - Trading business =
14 November 2017
PRRBMSLAREEAAR  HE 200,000%7  100% - B5%K =
2017114148
50 CMEC Bel Limited Belarus USD500,000  100% - Construction contracting -
16 January 2018
hEEmRERH B & 5000007  100% - BIAE -
BRELERA 2018417168
Continued/- -
g/ ..
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1. CORPORATE AND GROUP INFORMATION 1. RAIREEER (&)
(CONTINUED)
Information about subsidiaries (continued) MEBATER (&
Particulars of the Company’s principal subsidiaries are as ARl EZEWNBRANFMAER M
follows: (continued) T (&)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
AMAL/ R BRTERR/ RRAFEL
£ HHEREH ARMRAEE BEASM IEXRE PEEMEIAFME
Direct Indirect
EE  BE
51 CMEC Lao Company Limited Laos USD1,000,000 49% - Construction contracting -
16 January 2018
PEEHREEBRERARA £, 1000,000%7T  49% - HBIAR =
201851 /16
52  China National ElectricEngineering PRC RMB888,100,000  100% - Construction contracting  Limited liability company
Co., Ltd. 27 September
1984
hEENIRERAA e AR¥888,100,000  100% - HBIER FRELRE
198459 A27R
53 CMEC Congo SAR.LU Congo XAF1,000,000  100% - Construction contracting -
8 March 2018
TERHRBIRROARA  BR 1,000,000  100% - BIEB -
BIR () BREEAT 2018%3A8A PrRERAEER
54 CMEC Uruguay Corporation S.A  Uruguay UYU 3,000,000 90% 10%  Construction contracting -
24 October 2019
TEERREIRSAERG B 3000000SELE 0%  10% HIERE -
ARAH 2019107248
Continued/- -
g/ ..
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

1. CORPORATE AND GROUP INFORMATION 1. RAIREEER (&)
(CONTINUED)
Information about subsidiaries (continued) MEBATER (&
Particulars of the Company’s principal subsidiaries are as AR EZEMNBRBNFMAER M
follows: (continued) T (&)

Nominal value of

Place and date issued ordinary/  Percentage of Nature of PRC
of incorporation/ registered  equity attributable incorporated
Name registration share capital  to the Company  Principal activities company
MR/ R BRTEAR/ ERAEE
£R HEREH EfBEAEE BEAA IZXRK PEIEMRIAFME
Direct Indirect
B  BE
55 CMEC Pakistan Pakistan USD100,000  100% - Construction contracting -
Engineering (Private) Limited 29 April 2019
hEEHRE () BEHA 100,000%7  100% - BIAR -
ERERAT 2019F4A29A
56 CMEC Cote D'lvaire Limited Cote D'lvoire XOF1,000,000  100% - Construction contracting -
10 July 2019
hEER R ER MR 1,000,000B7E58  100% - HIEE -
ARELERA 2019477108
57 Harbin Power System The PRC RMB56,000,000  64.82% - Construction contracting -

Engineering and Research 1 January 1997
Institute Co., Ltd.

REEBERENER el ARE56,000,0000  64.82% - BIEE -
HRFABERAA 19971 A 1R

58  CMEC Bahrain S.P.C Bahrain USD133,500  100% - Construction contracting -
29 June 2020

RERHREIRRA B 183,500%7  100% - BIAR -
(B#) BRAR 202056429

240 China Machinery Engineering Corporation
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Notes to the Financial Statements

CORPORATE AND GROUP INFORMATION
(CONTINUED)

Information about subsidiaries (continued)

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net assets
of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive
length.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with International Financial Reporting Standards
(“IFRSs”), which comprise all standards and interpretations
approved by the International Accounting Standards Board
(the “IASB”), and the disclosure requirements of the Hong
Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for derivative
financial instruments which have been measured at fair
value, financial assets at fair value through profit or loss
(“‘FVTPL" and financial assets at fair value through other
comprehensive income (‘FVOCI”). These financial statements
are presented in Renminbi (“RMB”) and all values are
rounded to the nearest thousand except when otherwise
indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2020. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and
has the ability to affect those returns through its power over
the investee (i.e., existing rights that give the Group the
current ability to direct the relevant activities of the investee).

1.

2.1

BT EE SRR M AL

31 December 2020 » 2020412 831 H
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2.1 BASIS OF PREPARATION (CONTINUED) 21 RAEEE (&)

242

Basis of consolidation (continued)

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders
of the investee;

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes
to one or more of the three elements of control described
above. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

China Machinery Engineering Corporation
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Notes to the Financial Statements

2.1 BASIS OF PREPARATION (CONTINUED)

Basis of consolidation (continued)

If the Group loses control over a subsidiary, it derecognises
(i) the assets (including goodwill) and liabilities of the
subsidiary, (i) the carrying amount of any non-controlling
interest and (iii) the cumulative translation differences
recorded in equity; and recognises (i) the fair value of the
consideration received, (ii) the fair value of any investment
retained and (iii) any resulting surplus or deficit in profit
or loss. The Group’s share of components previously
recognised in other comprehensive income is reclassified
to profit or loss or retained profits, as appropriate, on the
same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

Business combination under common control

The Company acquired a 64.82% equity interest in Harbin
Power System Engineering and Research Institute Co., Ltd.
(“CHPI") in April 2020. The Company and CHPI were under
the common control of SINOMACH both before and after
the acquisition and such controls were not transitory. Thus,
the acquisition was considered to be business combination
under common control and the merger accounting basis
was adopted. Accordingly, the Group’s audited consolidated
financial statements for the years ended 31 December 2020
and 31 December 2019 included the financial statements of
the combining entities or businesses from the earliest date
presented or since the date when the combining entities or
businesses first came under common control, where this
was a shorter period, regardless of the date of the common
control combination. The net assets of the combining entities
or businesses were combined using the existing book values
from the controlling parties’ perspective. No amount was
recognised in consideration for goodwill or excess of the
acquirers’ interest in the net fair value of the acquirees’
identifiable assets, liabilities and contingent liabilities over
cost at the time of the common control combination.
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2.1 BASIS OF PREPARATION (CONTINUED) 21 RAEEE (&)

Basis of consolidation (continued) EOEE ()
Business combinations under common control — S TR EBE G ()

(continued)

The Group’s comparative audited consolidated financial
statements for the year ended 31 December 2019 were
restated to include the financial statements of CHPI
retrospectively under the merger accounting basis as
mentioned above.

Transaction costs, including professional fees, registration
fees, costs of furnishing information to shareholders, costs
or losses incurred in combining operations of the previously
separate businesses etc., incurred in relation to the common
control combination that were accounted for by using
merger accounting were recognised as expenses in the
period in which they were incurred.

2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

The Group has adopted the Conceptual Framework for
Financial Reporting 2018 and following new and revised
IFRSs for the first time for the current year’s financial
statements:

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9,IAS 39 and  /nterest Rate Benchmark Reform
IFRS 7

Amendment to IFRS 16 Covid-19-Related Rent Concessions

(early adopted)

Amendments to IAS 1 and IAS 8 Definition of Material

China Machinery Engineering Corporation
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Notes to the Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

The nature and the impact of the Conceptual Framework

for Financial Reporting 2018 and the revised IFRSs are

described below:

(@)

Conceptual Framework for Financial Reporting 2018
(the “Conceptual Framework”) sets out a comprehensive
set of concepts for financial reporting and standard
setting, and provides guidance for preparers of financial
statements in developing consistent accounting policies
and assistance to all parties to understand and interpret
the standards. The Conceptual Framework includes
new chapters on measurement and reporting financial
performance, new guidance on the derecognition of
assets and liabilities, and updated definitions and
recognition criteria for assets and liabilities. It also
clarifies the roles of stewardship, prudence and
measurement uncertainty in financial reporting. The
Conceptual Framework is not a standard, and none of
the concepts contained therein override the concepts
or requirements in any standard. The Conceptual
Framework did not have any significant impact on the
financial position and performance of the Group.

BT EE SRR M AL

31 December 2020 » 2020412 831 H

228 BRBERKE (&)

2018F R B E B MER M EFTE
R mEEANNEERFENT

2018 F A B MEMSAELR (181
SHER ) BB RS B wE kAR
EHENBREMRS XA BR
& BB R R 5| AT — B
SRR - LB E T IER LA
BEH - ERBREHAE
RmEVMHBRENTEL - B
RILTEREERBEMHESIA
REERABNENERKER
B HIBBETE - FEKA
ETHEERMBEREZIER -
MOERLIER—IHER - BHE
e EREEAER
MR E - MSERRYE A
SE PN MR IBEEER
EAXE -

Annual Report 2020
2020 FF F 3k

245




246

Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 ¢ 2020412 A31H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

(b)

Amendments to IFRS 83 clarify and provide additional
guidance on the definition of a business. The
amendments clarify that for an integrated set of
activities and assets to be considered a business, it
must include, at a minimum, an input and a substantive
process that together significantly contribute to the
ability to create output. A business can exist without
including all of the inputs and processes needed
to create outputs. The amendments remove the
assessment of whether market participants are capable
of acquiring the business and continue to produce
outputs. Instead, the focus is on whether acquired
inputs and acquired substantive processes together
significantly contribute to the ability to create outputs.
The amendments have also narrowed the definition
of outputs to focus on goods or services provided to
customers, investment income or other income from
ordinary activities. Furthermore, the amendments
provide guidance to assess whether an acquired
process is substantive and introduce an optional
fair value concentration test to permit a simplified
assessment of whether an acquired set of activities
and assets is not a business. The Group has applied
the amendments prospectively to transactions or other
events that occurred on or after 1 January 2020. The
amendments did not have any impact on the financial
position and performance of the Group.

China Machinery Engineering Corporation
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Notes to the Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

(©

Amendments to IFRS 9, IAS 39 and IFRS 7 address
issues affecting financial reporting in the period
before the replacement of an existing interest rate
benchmark with an alternative risk-free rate (‘RFR”). The
amendments provide temporary reliefs which enable
hedge accounting to continue during the period of
uncertainty before the introduction of the alternative
RFR. In addition, the amendments require companies
to provide additional information to investors about their
hedging relationships which are directly affected by
these uncertainties. The amendments did not have any
impact on the financial position and performance of the
Group.

Amendment to IFRS 16 provides a practical expedient
for lessees to elect not to apply lease modification
accounting for rent concessions arising as a direct
consequence of the covid-19 pandemic. The practical
expedient applies only to rent concessions occurring
as a direct consequence of the pandemic and only
if (i) the change in lease payments results in revised
consideration for the lease that is substantially the
same as, or less than, the consideration for the lease
immediately preceding the change; (i) any reduction in
lease payments affects only payments originally due on
or before 30 June 2021; and (i) there is no substantive
change to other terms and conditions of the lease. The
amendment is effective for annual periods beginning on
or after 1 June 2020 with earlier application permitted
and shall be applied retrospectively. The amendment
did not have any significant impact on the financial
position and performance of the Group.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

() Amendments to IAS 1 and IAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or
obscuring it could reasonably be expected to influence
decisions that the primary users of general purpose
financial statements make on the basis of those financial
statements. The amendments clarify that materiality
will depend on the nature or magnitude of information,
or both. The amendments did not have any significant
impact on the financial position and performance of the
Group.
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Notes to the Financial Statements

2.3 ISSUED BUT NOT YET EFFECTIVE
INTERNATIONAL FINANCIAL REPORTING

STANDARDS

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

these financial statements.
Amendments to IFRS 9, IAS

39, IFRS 7, IFRS 4 and
IFRS 16

Amendments to IFRS 3

Amendments to IAS 16

Amendments to IAS 37

Annual Improvements to

IFRS Standards 2018-2020

Amendments to IFRS 10
and IAS 28

IFRS 17
Amendments to IFRS 17

Amendments to IAS 1

Amendments to IAS 1

Amendments to IAS 8

Interest Rate Benchmark
Reform-Phase 2’

Reference to the Conceptual
Framework?

Property, Plant and
Equipment: Proceeds
before Intended Use?

Onerous Contracts-Cost of
Fulfilling a Contract?

Amendments to IFRS 1,
IFRS 9, and lllustrative
Examples accompanying
IFRS 16, and IAS 412

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture®

Insurance Contracts*

Insurance Contracts* ®

Classification of Liabilities as
Current or Non-current*

Disclosure of Accounting
Policies*

Definition of Accounting
Estimates*

! Effective for annual periods beginning on or after 1 January

2021

2 Effective for annual periods beginning on or after 1 January

2022

S No mandatory effective date yet determined but available for

adoption

4 Effective for annual periods beginning on or after 1 January

2023

9 As a consequence of the amendments to IFRS 17 issued in
October 2020, IFRS 4 was amended to extend the temporary
exemption that permits insurers to apply IAS 39 rather than
IFRS 9 for annual periods beginning before 1 January 2023
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STANDARDS (CONTINUED)

Further information about those IFRSs that are expected to
be applicable to the Group is described below.

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16
address issues not dealt with in the previous amendments
which affect financial reporting when an existing interest
rate benchmark is replaced with an alternative RFR. The
Phase 2 amendments provide a practical expedient to allow
the effective interest rate to be updated without adjusting
the carrying amount when accounting for changes in the
basis for determining the contractual cash flows of financial
assets and liabilities, if the change is a direct consequence
of the interest rate benchmark reform and the new basis
for determining the contractual cash flows is economically
equivalent to the previous basis immediately preceding
the change. In addition, the amendments permit changes
required by the interest rate benchmark reform to be
made to hedge designations and hedge documentation
without the hedging relationship being discontinued. Any
gains or losses that could arise on transition are dealt with
through the normal requirements of IFRS 9 to measure
and recognise hedge ineffectiveness. The amendments
also provide a temporary relief to entities from having
to meet the separately identifiable requirement when an
RFR is designated as a risk component. The relief allows
an entity, upon designation of the hedge, to assume that
the separately identifiable requirement is met, provided
the entity reasonably expects the RFR risk component to
become separately identifiable within the next 24 months.
Furthermore, the amendments require an entity to disclose
additional information to enable users of financial statements
to understand the effect of interest rate benchmark reform
on an entity’s financial instruments and risk management
strategy. The amendments are effective for annual periods
beginning on or after 1 January 2021 and shall be applied
retrospectively, but entities are not required to restate the
comparative information.

China Machinery Engineering Corporation

hEREREIRROERAE

BEHERARARENZEBRM B H
SEAFE—ZERIOT ©

BRMHEHRELERENR - B E5
R 395  BRMBRELERF7
5 BIBR ISR E A E 458 R B
g HmEERFE16RNER A
BEBITARBRENRE - NIREH
FEEREMER R FERR - F =
EERETARKRTERAITNREES
%o AEHEREERABARRS
MO EERERFETE RN
BAABRKRAENERERMNX -
HZEEHARNEELENENER
BR - HETARRESMAHELER
ERZEHHN - EENEBERR
HE - I RFERTAFETRIL
HHBENERT - ATHEHRERR
X HER R REERERE TH
HBE o ERETEENTMNERYZR
WREIR M RS ERFEIRA — KA
ERE - EERRMERIEE SRR
BREOE  ZFEFNARTENA
BYAYRRENERBREHRERER
%o WMERSEAEHERRM X E
BB D BN AR K248 A AR B L
Bl AR E AR T Eh s
RNEREE BB A BRI E -
BE  ZEBITRTEBRAREREIN
BH - AEMBEHRRERELN T B
NMEEENEHEEBNSHMTARE
REERBOTE - ZRFEFT 102021
F1 A1 B2 RFARHFEHIR L
BREPEN  BEERBAEALER



Notes to the Financial Statements

2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

The Group had certain interest-bearing bank borrowings
denominated in US dollars and foreign currencies based
on the London Interbank Offered Rate (‘LIBOR”) as at 31
December 2020. If the interest rates of these borrowings
are replaced by RFRs in a future period, the Group will
apply this practical expedient upon the modification of these
borrowings when the “economically equivalent” criterion is
met and expects that no significant modification gain or loss
will arise as a result of applying the amendments to these
changes.

Amendments to IFRS 3 are intended to replace a reference
to the previous Framework for the Preparation and
Presentation of Financial Statements with a reference to
the Conceptual Framework for Financial Reporting issued in
March 2018 without significantly changing its requirements.
The amendments also add to IFRS 3 an exception to its
recognition principle for an entity to refer to the Conceptual
Framework to determine what constitutes an asset or a
liability. The exception specifies that, for liabilities and
contingent liabilities that would be within the scope of IAS
37 or IFRIC 21 if they were incurred separately rather than
assumed in a business combination, an entity applying IFRS
3 should refer to IAS 37 or IFRIC 21 respectively instead of
the Conceptual Framework. Furthermore, the amendments
clarify that contingent assets do not qualify for recognition
at the acquisition date. The Group expects to adopt the
amendments prospectively from 1 January 2022. Since the
amendments apply prospectively to business combinations
for which the acquisition date is on or after the date of
first application, the Group will not be affected by these
amendments on the date of transition.
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INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IAS 16 prohibit an entity from deducting
from the cost of an item of property, plant and equipment
any proceeds from selling items produced while bringing
that asset to the location and condition necessary for it
to be capable of operating in the manner intended by
management. Instead, an entity recognises the proceeds
from selling any such items, and the cost of those items,
in profit or loss. The amendments are effective for annual
periods beginning on or after 1 January 2022 and shall be
applied retrospectively only to items of property, plant and
equipment made available for use on or after the beginning
of the earliest period presented in the financial statements
in which the entity first applies the amendments. Earlier
application is permitted. The amendments are not expected
to have any significant impact on the Group’s financial
statements.

Amendments to IAS 37 clarify that for the purpose of
assessing whether a contract is onerous under IAS 37,
the cost of fulfilling the contract comprises the costs that
relate directly to the contract. Costs that relate directly to a
contract include both the incremental costs of fulfilling that
contract (e.g., direct labour and materials) and an allocation
of other costs that relate directly to fulfilling that contract
(e.g., an allocation of the depreciation charge for an item of
property, plant and equipment used in fulfilling the contract
as well as contract management and supervision costs).
General and administrative costs do not relate directly
to a contract and are excluded unless they are explicitly
chargeable to the counterparty under the contract. The
amendments are effective for annual periods beginning on
or after 1 January 2022 and shall be applied to contracts
for which an entity has not yet fulfilled all its obligations at
the beginning of the annual reporting period in which it first
applies the amendments. Earlier application is permitted. Any
cumulative effect of initially applying the amendments shall
be recognised as an adjustment to the opening equity at the
date of initial application without restating the comparative
information. The amendments are not expected to have any
significant impact on the Group’s financial statements.
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Notes to the Financial Statements

2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Amendments to IAS 1 clarify the requirements for classifying
liabilities as current or non-current. The amendments specify
that if an entity’s right to defer settlement of a liability is
subject to the entity complying with specified conditions, the
entity has a right to defer settlement of the liability at the end
of the reporting period if it complies with those conditions
at that date. Classification of a liability is unaffected by
the likelihood that the entity will exercise its right to defer
settlement of the liability. The amendments also clarify the
situations that are considered a settlement of a liability. The
amendments are effective for annual periods beginning on
or after 1 January 2023 and shall be applied retrospectively.
Earlier application is permitted. The amendments are not
expected to have any significant impact on the Group’s
financial statements.

Annual Improvements to IFRS Standards 2018-2020 sets
out amendments to IFRS 1, IFRS 9, lllustrative Examples
accompanying IFRS 16, and IAS 41. Details of the
amendments that are expected to be applicable to the
Group are as follows:

° IFRS 9 Financial Instruments: clarifies the fees that an
entity includes when assessing whether the terms of
a new or modified financial liability are substantially
different from the terms of the original financial liability.
These fees include only those paid or received between
the borrower and the lender, including fees paid or
received by either the borrower or lender on the other’s
behalf. An entity applies the amendment to financial
liabilities that are modified or exchanged on or after the
beginning of the annual reporting period in which the
entity first applies the amendment. The amendment
is effective for annual periods beginning on or after
1 January 2022. Earlier application is permitted. The
amendment is not expected to have a significant impact
on the Group’s financial statements.
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INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

° IFRS 16 Leases: removes the illustration of payments
from the lessor relating to leasehold improvements in
Illustrative Example 13 accompanying IFRS 16. This
removes potential confusion regarding the treatment of
lease incentives when applying IFRS 16.

Amendments to IFRS 10 and IAS 28 address an
inconsistency between the requirements in IFRS 10 and
in IAS 28 in dealing with the sale or contribution of assets
between an investor and its associate or joint venture. The
amendments require a full recognition of a gain or loss
when the sale or contribution of assets between an investor
and its associate or joint venture constitutes a business.
For a transaction involving assets that do not constitute a
business, a gain or loss resulting from the transaction is
recognised in the investor’s profit or loss only to the extent
of the unrelated investor’s interest in that associate or joint
venture. The amendments are to be applied prospectively.
The previous mandatory effective date of amendments to
IFRS 10 and IAS 28 was removed by the IASB in December
2015 and a new mandatory effective date will be determined
after the completion of a broader review of accounting for
associates and joint ventures. However, the amendments
are available for adoption now.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Investments in associates and joint ventures

An associate is an entity in which the Group has a long term
interest of generally not less than 20% of the equity voting
rights and over which it is in a position to exercise significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee,
but is not control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the
parties that have joint control of the arrangement have rights
to the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require the unanimous consent of the parties sharing control.

The Group’s investments in associates and joint ventures are
stated in the consolidated statement of financial position at
the Group’s share of net assets under the equity method of
accounting, less any impairment losses.

Adjustments are made to bring into line any dissimilar
accounting policies that may exist.

The Group’s share of the post-acquisition results and other
comprehensive income of associates and joint ventures is
included in the consolidated statement of profit or loss and
consolidated other comprehensive income, respectively. In
addition, when there has been a change recognised directly
in the equity of the associate or joint venture, the Group
recognises its share of any changes, when applicable, in
the consolidated statement of changes in equity. Unrealised
gains and losses resulting from transactions between the
Group and its associates or joint ventures are eliminated
to the extent of the Group’s investments in the associates
or joint ventures, except where unrealised losses provide
evidence of an impairment of the asset transferred. Goodwill
arising from the acquisition of associates or joint ventures is
included as part of the Group’s investments in associates or
joint ventures.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
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POLICIES (CONTINUED)

Investments in associates and joint ventures
(continued)

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest is
not remeasured. Instead, the investment continues to be
accounted for under the equity method. In all other cases,
upon loss of significant influence over the associate or joint
control over the joint venture, the Group measures and
recognises any retained investment at its fair value. Any
difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control
and the fair value of the retained investment and proceeds
from disposal is recognised in profit or loss.

When an investment in an associate or a joint venture is
classified as held for sale, it is accounted for in accordance
with IFRS 5 Non-current Assets Held for Sale and

RBEQNTREE D ANRE (F)

MR E ARNREEBHEE QA
MRE (R2IA) - BITNEEHTE
RE D - R - ZIREKEBERE
BEAARR - EFBEMBRT - fH
REHBERFNEAZE NI Y S
BRAMARESE  AEESRE
DA EEERERTATBRRE -
BERASABERTARKEEARE
7735 FK 7] 72 I 428 By ) B T M B R R 4R
ERBEMBHRENRIABEZEN
ERZEMR R AR -

ERBERRRAERRNEREDE
REBELER  ZRERBEBRTE
BERANESRFFIEL EHRBEE

Discontinued Operations. RERIFASEZENIR ©
Business combinations and goodwill EXKEHRER

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum
of the acquisition date fair values of assets transferred by
the Group, liabilities assumed by the Group to the former
owners of the acquiree and the equity interests issued
by the Group in exchange for control of the acquiree. For
each business combination, the Group elects whether to
measure the non-controlling interests in the acquiree that
are present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation
at fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other components of non-
controlling interests are measured at fair value. Acquisition-
related costs are expensed as incurred.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Business combinations and goodwill (continued)

The Group determines that it has acquired a business
when the acquired set of activities and assets includes an
input and a substantive process that together significantly
contribute to the ability to create outputs.

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with the
contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of the
acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in
profit or loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability
that is a financial instrument and within the scope of IAS
39 is measured at fair value with changes in fair value
either recognised in profit or loss or as a change to other
comprehensive income. Contingent consideration that is
classified as equity is not remeasured and subsequent
settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of
the aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of
the Group’s previously held equity interests in the acquiree
over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items
is lower than the fair value of the net assets acquired, the
difference is, after reassessment, recognised in profit or loss
as a gain on bargain purchase.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
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POLICIES (CONTINUED)
Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent
period.

Where goodwill has been allocated to a cash-generating unit
(or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on the
disposal. Goodwill disposed of in these circumstances
is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit
retained.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Fair value measurement

The Group measures its derivative financial instruments, debt
instruments and equity investments at fair value at the end
of each reporting period. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the
measurement date. The fair value measurement is based
on the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market
for the asset or liability, or in the absence of a principal
market, in the most advantageous market for the asset or
liability. The principal or the most advantageous market must
be accessible by the Group. The fair value of an asset or
a liability is measured using the assumptions that market
participants would use when pricing the asset or liability,
assuming that market participants act in their economic best
interest.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable
inputs.
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POLICIES (CONTINUED)
Fair value measurement (continued)

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either directly
or indirectly

Level 3 — based on valuation techniques for which the
lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest
level input that is significant to the fair value measurement as
a whole) at the end of each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, contract assets, deferred tax assets, financial
assets and investment properties), the asset’s recoverable
amount is estimated. An asset’s recoverable amount is the
higher of the asset’s or cash-generating unit’s value in use
and its fair value less costs of disposal, and is determined
for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other
assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which
the asset belongs.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Impairment of non-financial assets (continued)

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment
loss is charged to the statement of profit or loss in the
period in which it arises in those expense categories
consistent with the function of the impaired asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that previously
recognised impairment losses may no longer exist or may
have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to the
statement of profit or loss in the period in which it arises,
unless the asset is carried at a revalued amount, in which
case the reversal of the impairment loss is accounted for
in accordance with the relevant accounting policy for that
revalued asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
POLICIES (CONTINUED)

Related parties 22} b
A party is considered to be related to the Group if: i — 7T RFE AT - AR s AE
B 5w
(a) the party is a person or a close member of that (@) MMZABATALTHZALTHR
person’s family and that person FEERCE - BAT
(i)  has control or joint control over the Group; (i) PEHSERZESAREE
(i) has significant influence over the Group; or iy HAKBHEEARZE : =X
(i) is a member of the key management personnel of (i) AREERAEEE QT
the Group or of a parent of the Group; FEFEEKE ;
or B9
(o) the party is an entity where any of the following (o) W&z B/EE TIEMEHHE
conditions applies: 82
()  the entity and the Group are members of the same () ZEBHEASEHBR —SE
group; o) g=P/NCIE
(i) one entity is an associate or joint venture of the iy BEBAS EBNEZEQA
other entity (or of a parent, subsidiary or fellow geaEnm(krrs—&EE
subsidiary of the other entity); MEATE - BARIKRER
HEBAR) :
(i) the entity and the Group are joint ventures of the (i) ZEBHEASEH AR %
same third party; =l F=X—/NCI I
(iv) one entity is a joint venture of a third entity and the ivy ERBARE=ZFEBENEGED
other entity is an associate of the third entity; A MBE—EBERAZE=F
BEEMEEAT
(v) the entity is a post-employment benefit plan for v) EBRAAEENHEAEESF
the benefit of employees of either the Group or an A E R ES =KL
entity related to the Group; and the sponsoring HEER R FIET S E%%’EH%‘,%
employers of the post-employment benefit plan; BT 82 EBhE=E

262 China Machinery Engineering Corporation
HERMREIERDERAE



Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Related parties (continued)

(vi) the entity is controlled or jointly controlled by a
person identified in (a);

(vi) a person identified in (a)(i) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a parent
of the entity) and

(viii) the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. When an item of property, plant
and equipment is classified as held for sale or when it is
part of a disposal group classified as held for sale, it is not
depreciated and is accounted for in accordance with IFRS
5. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use.

Cost may also include transfers from equity of any gains or
losses on qualifying cash flow hedges of foreign currency
purchases of property, plant and equipment.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
POLICIES (CONTINUED)

Property, plant and equipment and depreciation ME BERZEUARFE (&
(continued)

Expenditure incurred after items of property, plant and Y- BERXEEEREREEAN
equipment have been put into operation, such as repairs HERREBESHAY  —RREEHHE
and maintenance, is normally charged to the statement of ATABERR REEEAZENBR
profit or loss in the period in which it is incurred. In situations T REABARSFAEEREE
where the recognition criteria are satisfied, the expenditure EREERAR ° MMEF  MFEKFEE
for a major inspection is capitalised in the carrying amount ZEEE ﬁ?,\mﬁﬁﬁ?ﬁ’ Bl 7K &= = 7
of the asset as a replacement. Where significant parts of RzEH D BEFEERAFEH 2 @5
property, plant and equipment are required to be replaced BEWHETIRITE °

at intervals, the Group recognises such parts as individual
assets with specific useful lives and depreciates them

accordingly.

Depreciation is calculated on the straight-line basis to write WEDUESEEMHTERFHNE
off the cost of each item of property, plant and equipment to EWE - BB KEEIE B B A M
its residual value over its estimated useful life. The principal EHFBEE BUMEERANEE
annual rates used for this purpose are as follows: FIEENT :

Buildings 2.71% to 3.80% BF 2.71%Z=3.80%
Office and other equipment 9.50% to 19.00% MRAERHEMBE 9.50%Z%E19.00%
Motor vehicles 11.88% B 11.88%
Where parts of an item of property, plant and equipment W% BEEXEEENSESE
have different useful lives, the cost of that item is allocated TREMAEAFE - ZIBE AR AF
on a reasonable basis among the parts and each part is EEBr2EEERSE - MBS
depreciated separately. Residual values, useful lives and BERFHEITE - FRrEE FRF
the depreciation method are reviewed, and adjusted if HRTEFTEEIRETREELE
appropriate, at least at each financial year end. Bigst  WHREE R -

An item of property, plant and equipment including any A TER El’]%% BERZEEE (8
significant part initially recognised is derecognised upon BEMEZHD) A EBEFERT
disposal or when no future economic benefits are expected O E AR R s R 4% IERERR o
from its use. Any gain or loss on disposal or retirement REERIIBERAFTELERRERN
recognised in the statement of profit or loss in the year the ERE Sk mEREREE - TV
asset is derecognised is the difference between the net sales BEHEMSHREFREREDECE
proceeds and the carrying amount of the relevant asset. ¥ o
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)

Property, plant and equipment and depreciation
(continued)

Construction in progress represents a building under
construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct
costs of construction and capitalised borrowing costs on
related borrowed funds during the period of construction.
Construction in progress is reclassified to the appropriate
category of property, plant and equipment when completed
and ready for use.

Investment properties

Investment properties are interests in land and buildings held
to earn rental income and/or for capital appreciation, rather
than for use in the production or supply of goods or services
or for administrative purposes; or for sale in the ordinary
course of business. Such properties are measured at cost
including transaction costs both at initial recognition and
subsequent to initial recognition.

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. The principal
annual rates used for this purpose are as follows:

Buildings 2.11%-4.75%
The carrying amounts of investment properties measured
using the cost method are reviewed for impairment when
events or changes in circumstances indicate that the
carrying amounts may not be recoverable.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the statement of profit
or loss in the year of the retirement or disposal.

BT EE SRR M AL

31 December 2020 » 2020412 831 H

24 FESTHEMRE ()

M BERRBURITE (&)

ERETEEFEEERNET  BERA
BWAERDREREEARAETHEE -
A BREERAFZROERKA R
HEBAEENERNEERERE - &
BEITRNEKA ARIZEERRIER
DEEME - BEREME -

REM=

REVMEDR I EEBFHREZK
& AURBAESBAR HEART
B - MIEMREmIIRS < EESLH
EHITHAE  INAEXRBLESD
HE - ZEMETNERAGE - B
A HER M AR FERIR X B ©

FEDNEREEGFERFERAK
YR - BE KR EEB KA
EEFMREE RUMEFEAHNTIR
FRIT ¢

EF 2.11%-4.75%

fHEEEMEHRBERBCBRRE
YR ZREER EEARE - e Y
RAKARTT A ENRENEZRR
EETRE - WEEEELBRE -

HEER L EREMEE LM TR
HnHERERNBERLEFEERER
MEERR ©

Annual Report 2020
2020 FF F 3k

265




Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 ¢ 2020412 A31H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
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POLICIES (CONTINUED)
Investment properties (continued)

For a transfer from investment properties to owner-occupied
properties or inventories, the deemed cost of a property for
subsequent accounting is its fair value at the date of change
in use. If a property occupied by the Group as an owner-
occupied property becomes an investment property, the
Group accounts for such property in accordance with the
policy stated under “Property, plant and equipment and
depreciation” for owned property and/or accounts for such
property in accordance with the policy stated under “Right-
of-use assets” for property held as a right-of-use asset up
to the date of change in use, and any difference at that
date between the carrying amount and the fair value of the
property is accounted for as a revaluation in accordance
with the policy stated under “Property, plant and equipment
and depreciation” above. For a transfer from inventories to
investment properties, any difference between the fair value
of the property at that date and its previous carrying amount
is recognised in the statement of profit or loss.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the
date of acquisition. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful
economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired.
The amortisation period and the amortisation method for an
intangible asset with a finite useful life are reviewed at least
at each financial year end.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Intangible assets (other than goodwill) (continued)

Intangible assets with indefinite useful lives are tested
for impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether the
indefinite life assessment continues to be supportable. If not,
the change in the useful life assessment from indefinite to
finite is accounted for on a prospective basis.

Concession assets

The Group is engaged in certain service concession
arrangements in which the Group carries out construction
work (e.g., hydropower stations) in exchange for a right for
the Group to operate the asset concerned in accordance
with pre-established conditions set by the granting
authority. In accordance with IFRIC Interpretation 12 Service
Concession Arrangements (IFRIC 12), the assets under the
concession arrangements may be classified as intangible
assets or financial assets. The assets are classified as
intangibles if the operator receives a right (a license) to
charge users of the public service or as financial assets if
the operator has an unconditional contractual right to receive
cash or another financial asset from or at the direction of the
grantor for the construction services. The Group classifies
the non-current assets linked to the long-term investment
in these concession arrangements as “concession assets”
within intangible assets on the statement of financial
position if the intangible asset model is adopted. Such
concession assets represent the consideration received
for its construction service rendered. Once the underlying
infrastructure of the concession arrangements is completed,
the concession assets are amortised over the term of the
concession using straight-line method under the intangible
asset model.
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POLICIES (CONTINUED)
Intangible assets (other than goodwill) (continued)
Software

Purchased software is stated at cost less any impairment
losses and is amortised on the straight-line basis over the
estimated useful lives of 2 to 5 years.

Research and development costs

All research costs are charged to the statement of profit or
loss as incurred.

Expenditure incurred on projects to develop new products
is capitalised and deferred only when the Group can
demonstrate the technical feasibility of completing the
intangible asset so that it will be available for use or sale,
its intention to complete and its ability to use or sell the
asset, how the asset will generate future economic benefits,
the availability of resources to complete the project and
the ability to measure reliably the expenditure during the
development. Product development expenditure which does
not meet these criteria is expensed when incurred.

Leases

The Group assesses at contract inception whether a
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration.

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Leases (continued)
Group as a lessee (continued)

At inception or on reassessment of a contract that contains
a lease component and non-lease component(s), the Group
adopts the practical expedient not to separate non-lease
component(s) and to account for the lease component
and the associated non-lease component(s) (e.g., property
management services for leases of properties) as a single
lease component.

(a) Right-of-use assets

Right-of-use assets are recognised at the
commencement date of the lease (that is the date
the underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and any impairment losses, and adjusted
for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and
lease payments made at or before the commencement
date less any lease incentives received. Right-of-use
assets are depreciated on a straight-line basis over the
shorter of the lease terms and the estimated useful lives
of the assets as follows:

Leasehold land 36 to 50 years
Plant and machinery 2 to 5 years

If ownership of the leased asset transfers to the Group
by the end of the lease term or the cost reflects the
exercise of a purchase option, depreciation is calculated
using the estimated useful life of the asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.4 TESTHRBE (&)

Leases (continued) HE((#)
Group as a lessee (continued) FEFERAFAN ()
(b) Lease liabilities b) HEEE

270

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

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate
implicit in the lease is not readily determinable. After
the commencement date, the amount of lease liabilities
is increased to reflect the accretion of interest and
reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there
is a modification, a change in the lease term, a change
in lease payments (e.g., a change to future lease
payments resulting from a change in an index or rate)
or a change in assessment of an option to purchase the
underlying asset.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)

Leases (continued)

Group as a lessee (continued)

(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease term
of 12 months or less from the commencement date and
do not contain a purchase option). It also applies the
recognition exemption for leases of low-value assets to
leases of office equipment and laptop computers that
are considered to be of low value.

Lease payments on short-term leases and leases of
low-value assets are recognised as an expense on a
straight-line basis over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease
inception (or when there is a lease modification) each of its
leases as an operating lease.

Leases in which the Group does not transfer substantially
all the risks and rewards incidental to ownership of an asset
are classified as operating leases. When a contract contains
lease and non-lease components, the Group allocates
the consideration in the contract to each component on
a relative stand-alone selling price basis. Rental income is
accounted for on a straight-line basis over the lease terms
and is included in revenue in the statement of profit or loss
due to its operating nature. Initial direct costs incurred in
negotiating and arranging an operating lease are added to
the carrying amount of the leased asset and recognised
over the lease term on the same basis as rental income.
Contingent rents are recognised as revenue in the period in
which they are earned.
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POLICIES (CONTINUED)
Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value through
other comprehensive income, and fair value through profit or
loss.

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for
managing them. With the exception of trade receivables
that do not contain a significant financing component or for
which the Group has applied the practical expedient of not
adjusting the effect of a significant financing component,
the Group initially measures a financial asset at its fair
value, plus in the case of a financial asset not at fair value
through profit or loss, transaction costs. Trade receivables
that do not contain a significant financing component or for
which the Group has applied the practical expedient are
measured at the transaction price determined under IFRS
15 in accordance with the policies set out for “Revenue
recognition” below.

In order for a financial asset to be classified and measured
at amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely
payments of principal and interest (‘SPPI”) on the principal
amount outstanding. Financial assets with cash flows that
are not SPPI are classified and measured at fair value
through profit or loss, irrespective of the business model.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Investments and other financial assets (continued)
Initial recognition and measurement (continued)

The Group’s business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines
whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial
assets classified and measured at amortised cost are
held within a business model with the objective to hold
financial assets in order to collect contractual cash flows,
while financial assets classified and measured at fair value
through other comprehensive income are held within a
business model with the objective of both holding to collect
contractual cash flows and selling. Financial assets which
are not held within the aforementioned business models are
classified and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular way
purchases or sales are purchases or sales of financial assets
that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends
on their classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently
measured using the effective interest method and are subject
to impairment. Gains and losses are recognised in the
statement of profit or loss when the asset is derecognised,
modified or impaired.
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POLICIES (CONTINUED)
Investments and other financial assets (continued)
Subsequent measurement (continued)

Financial assets at fair value through other
comprehensive income (debt instruments)

For debt investments at fair value through other
comprehensive income, interest income, foreign exchange
revaluation and impairment losses or reversals are
recognised in the statement of profit or loss and computed
in the same manner as for financial assets measured
at amortised cost. The remaining fair value changes
are recognised in other comprehensive income. Upon
derecognition, the cumulative fair value change recognised
in other comprehensive income is recycled to the statement
of profit or loss.

Financial assets designated at fair value through other
comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify
irrevocably its equity investments as equity investments
designated at fair value through other comprehensive
income when they meet the definition of equity under IAS
32 Financial Instruments: Presentation and are not held for
trading. The classification is determined on an instrument-
by-instrument basis.

Gains and losses on these financial assets are never recycled
to the statement of profit or loss. Dividends are recognised
as other income in the statement of profit or loss when the
right of payment has been established, it is probable that the
economic benefits associated with the dividend will flow to
the Group and the amount of the dividend can be measured
reliably, except when the Group benefits from such proceeds
as a recovery of part of the cost of the financial asset, in
which case, such gains are recorded in other comprehensive
income. Equity investments designated at fair value through
other comprehensive income are not subject to impairment
assessment.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FTESHHEBE (&)
POLICIES (CONTINUED)

Investments and other financial assets (continued) RERHEMMESMEE ()
Subsequent measurement (continued) #EE (E
Financial assets at fair value through profit or loss URAREETEARZEFAB=L
THEE
Financial assets at fair value through profit or loss are carried LAREBETEEEZEHTABEN
in the statement of financial position at fair value with net CREERARBERIBRRES
changes in fair value recognised in the statement of profit or B mAanBEEZFSHFENEERT
loss. TR o
This category includes derivative instruments and equity Z B R B 45 7N & B 30 4 1 A 4[] i AR
investments which the Group had not irrevocably elected to BURARBEFTEEEZFH T AEM
classify at fair value through other comprehensive income. REWEETOBEMNITETERER
Dividends on equity investments classified as financial assets WE - BRIRERRBES MR
at fair value through profit or loss are also recognised as B - EE AR R AE A8 B0 4S8 B 25 A RT B
other income in the statement of profit or loss when the right MAEE - RFAS RS A DT
of payment has been established, it is probable that the ERITNEERPERSEAMKA -

economic benefits associated with the dividend will flow to
the Group and the amount of the dividend can be measured

reliably.

A derivative embedded in a hybrid contract, with a financial ERMNREEHN (BB ERIES
liability or non-financial host, is separated from the host BER)MNTETEAERFEIER
and accounted for as a separate derivative if the economic HERNLESE RER - BEERA
characteristics and risks are not closely related to the host; APTETAHRBERNEBLARE
a separate instrument with the same terms as the embedded METENEZ  BREAHIIEN
derivative would meet the definition of a derivative; and the ARhEEFEEEEST AB 0 8l
hybrid contract is not measured at fair value through profit or ZOTETHEEFEHRAWIEREBIT
loss. Embedded derivatives are measured at fair value with ATAFNER - RARITELTENUNAR
changes in fair value recognised in the statement of profit or BEE BHEZHABE -

loss.

Reassessment only occurs if there is either a change in the EESNBKRERES - KigEH
terms of the contract that significantly modifies the cash MEBRATHATRERER : KERD
flows that would otherwise be required or a reclassification HEUAREBEF=BEEHT AE
of a financial asset out of the fair value through profit or loss NS EERSNOER - HET
category. EHETE ©
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
POLICIES (CONTINUED)

Investments and other financial assets (continued) RERHMESMEE ()

Subsequent measurement (continued) #AEE ()

Financial assets at fair value through profit or loss URAREETEAREZE AR

(continued) THEE (&)

A derivative embedded within a hybrid contract containing BRARGEHN (BEemEEEXR) M

a financial asset host is not accounted for separately. The PMETETSERINE - eREEE

financial asset host together with the embedded derivative is BERBMARNITETAERESEAR

required to be classified in its entirety as a financial asset at LAREBETEEEZEHTABREN

fair value through profit or loss. DRIEE ©

Derecognition of financial assets RIEEREMEE

A financial asset (or, where applicable, a part of a financial SRMEE (HWEH  —BeRMEERN

asset or part of a group of similar financial assets) is primarily —Hosk—HRBEEREEN—25)

derecognised (i.e., removed from the Group’s consolidated TE TR HE R 4% IR (BNfe R E /Y

statement of financial position) when: EHT KRR RER) :

e the rights to receive cash flows from the asset have e WHZBEEFMGRESRSMNE
expired; or FIELEm : 2K

e the Group has transferred its rights to receive cash e AEBEEHEHWMZEEE
flows from the asset or has assumed an obligation to FIBHRERENEF - KER
pay the received cash flows in full without material delay BIEN] L2 BEEERESE
to a third party under a “pass-through” arrangement; RNIERIBR T #5 AT WEIR R E
and either (a) the Group has transferred substantially all FBENTE=R  R@QAKEE
the risks and rewards of the asset, or (b) the Group has ERZIBEEMNBARI D R &
neither transferred nor retained substantially all the risks B %R : 3¢ (b) 74 & B RE £ 82 3 7
and rewards of the asset, but has transferred control of BREBZEEEBANH D B K
the asset. Ol - BEEEZIBEEENEZE

#E o
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Derecognition of financial assets (continued)

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has
retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially all
the risks and rewards of the asset nor transferred control of
the asset, the Group continues to recognise the transferred
asset to the extent of the Group’s continuing involvement.
In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations
that the Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to
repay.

Impairment of financial assets

The Group recognises an allowance for ECLs for all debt
instruments not held at fair value through profit or loss.
ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the
cash flows that the Group expects to receive, discounted at
an approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale of
collateral held or other credit enhancements that are integral
to the contractual terms.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)

278

POLICIES (CONTINUED)
Impairment of financial assets (continued)
General approach

ECLs are recognised in two stages. For credit exposures
for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit
losses that result from default events that are possible within
the next 12 months (a 12-month ECL). For those credit
exposures for which there has been a significant increase
in credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life
of the exposure, irrespective of the timing of the default (a
lifetime ECL).

At each reporting date, the Group assesses whether
the credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date
with the risk of a default occurring on the financial instrument
as at the date of initial recognition and considers reasonable
and supportable information that is available without undue
cost or effort, including historical and forward-looking
information.

The Group considers a financial asset in default when
contractual payments are 90 days past due. However,
in certain cases, the Group may also consider a financial
asset to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding
contractual amounts in full before taking into account any
credit enhancements held by the Group. A financial asset
is written off when there is no reasonable expectation of
recovering the contractual cash flows.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FTESHHEBE (&)
POLICIES (CONTINUED)

Impairment of financial assets (continued) cREERE (&

General approach (continued) —mE=C ()

Debt investments at fair value through other comprehensive AR EEEB e AHALR

income and financial assets at amortised cost are subject BB ERRE MIRBE RN E

to impairment under the general approach and they are WemEE T REXTIgEEE

classified within the following stages for measurement of ERE - WEBENTEESBEARE

ECLs except for trade receivables and contract assets which HZ BRI E @ MHRA T FFILE

apply the simplified approach as detailed below. EEER R ERFIE R E R EERI

Stage 1 — Financial instruments for which credit risk has not E—[EER - B YR FERARE AR R
increased significantly since initial recognition and REBEZEEZE MO ST
for which the loss allowance is measured at an A HEBEBEERESR
amount equal to 12-month ECLs 128 A FEHERIBAME

T2

Stage 2 — Financial instruments for which credit risk has EEER - B YR RERARE AR R
increased significantly since initial recognition but BELN - B TBRE
that are not credit-impaired financial assets and ARESHEENSHL
for which the loss allowance is measured at an A HEBEREZESR
amount equal to lifetime ECLs GFEBRERERELANS

HTE

Stage 3 — Financial assets that are credit-impaired at the FoRBE - RNMmEAEEERBEN
reporting date (but that are not purchased or tREE(BTEEEH
originated credit-impaired) and for which the loss RfERRME)  EEE
allowance is measured at an amount equal to BBIEESENTFE B
lifetime ECLs EREBELNEEAE
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
POLICIES (CONTINUED)

Impairment of financial assets (continued) SREERE (&)

Simplified approach EZ %

For trade receivables and contract assets that do not HRIBEEZmEHAKE D 8 EI
contain a significant financing component or when the Group REREREE  ABEAEEHENE
applies the practical expedient of not adjusting the effect BRI HAREEREAKT O NTE
of a significant financing component, the Group applies the B AKEEEER /JEYTETE!E’EH#%
simplified approach in calculating ECLs. Under the simplified A 5% - REGSHE - ASETR
approach, the Group does not track changes in credit risk, HERRBRHE\L  mMEASERE
but instead recognises a loss allowance based on lifetime HEAERFEMERERBRABERR
ECLs at each reporting date. The Group has established BEE  AEEREERLEHAEBX
a provision matrix that is based on its historical credit loss KRN T — AR EER - WRERE
experience, adjusted for forward-looking factors specific to HALBRMRIEEREZREEREM
the debtors and the economic environment. LA -

For trade receivables and contract assets that contain a HREEEZFE KD /KGR
significant financing component and lease receivables, BEREREENRERHEERE K
the Group chooses as its accounting policy to adopt the SEEZRALASZESESRAR
simplified approach in calculating ECLs with policies as BIBRMEFTECR ©

described above.

Financial liabilities SRAE

Initial recognition and measurement Wia B R 5B

Financial liabilities are classified, at initial recognition, as RINEERE - SHABESHIER
financial liabilities at fair value through profit or loss, loans LAREBEFTEAEEZSHTABEN
and borrowings, or payables, or as derivatives designated as cHMaE  BERREESNEMNRIE
hedging instruments in an effective hedge, as appropriate. HIETE AR ARG AR EAYH T A

ZOTET A (WERA) -

All financial liabilities are recognised initially at fair value and, FMESRBBUREAREBERER
in the case of loans and borrowings and payables, net of MBEF - BEREMKIE - A
directly attributable transaction costs. BEEEER KA °

The Group’s financial liabilities include trade and other TEBENcRBBEREE S REMIE
payables, bills payable, derivative financial instruments and NFIE  BENRE  TESRT AN
interest-bearing bank and other borrowings. MEtBRITREMEE -

280 China Machinery Engineering Corporation
HERMREIERDERAE



Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 » 2020412 831 H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Financial liabilities (continued)
Subsequent measurement

The subsequent measurement of financial liabilities depends
on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

Financial liabilities are classified as held for trading if they
are acquired for the purpose of repurchasing in the near
term. This category includes derivative financial instruments
entered into by the Group that are not designated as
hedging instruments in hedge relationships as defined by
IFRS 9. Separated embedded derivatives are also classified
as held for trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities held for
trading are recognised in the statement of profit or loss. The
net fair value gain or loss recognised in the statement of
profit or loss does not include any interest charged on these
financial liabilities.

Financial liabilities designated upon initial recognition at
fair value through profit or loss are designated at the date
of initial recognition and only if the criteria in IFRS 9 are
satisfied. Gains or losses on liabilities designated at fair
value through profit or loss are recognised in the statement
of profit or loss, except for the gains or losses arising from
the Group’s own credit risk which are presented in other
comprehensive income with no subsequent reclassification
to the statement of profit or loss. The net fair value gain or
loss recognised in the statement of profit or loss does not
include any interest charged on these financial liabilities.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Financial liabilities (continued)

Financial liabilities at amortised cost (loans and
borrowings)

2.4 TESTHRBE (&)

THEE (F)

USSR EHEE (BARE
B)

YRR % - ST RERREERR

After initial recognition, interest-bearing loans and
NEBRM X RBRK A E - IRIE
TRTERMTRE EZBERTA
BRI - ERERILLEANRE
BRA R ETEEETR - Hla Rk
EIRERBERAER -

borrowings are subsequently measured at amortised
cost, using the effective interest rate method unless the
effect of discounting would be immaterial, in which case
they are stated at cost. Gains and losses are recognised
in the statement of profit or loss when the liabilities are
derecognised as well as through the effective interest rate
amortisation process.

B ARG R E R ITESR
i (8 N2 B BRI ARl sk — B0 /Y
BERSRARE - BRA R EHT
ABZROMFERANA

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that
are an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
statement of profit or loss.

Financial guarantee contracts BIBIEREH
REEFLNUBEREOTDERE
BB ABERES T A RRZ TR
HIRIE - MARAKHNIFE AXNRIA
NBHEEELBBBRRZEL - Bt
BERES QIR TR A R BEIL 3 E
EHERAEZEEEANR SHRNETH
Big HAIRBE - RYIBHERER
AEERINTRERZRSEFTEH
BREEREH  (VRIE[ 2/ EERIE]
P RAEEMNTABMERELR &
(i VIR RER R S FR (W2 A) 2 #R
B RETA o

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse
the holder for a loss it incurs because the specified debtor
fails to make a payment when due in accordance with the
terms of a debt instrument. A financial guarantee contract
is recognised initially as a liability at its fair value, adjusted
for transaction costs that are directly attributable to the
issuance of the guarantee. Subsequent to initial recognition,
the Group measures the financial guarantee contracts at the
higher of: (i) the ECL allowance determined in accordance
with the policy as set out in “Impairment of financial
assets”; and (i) the amount initially recognised less, when
appropriate, the cumulative amount of income recognised.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Derecognition of financial liabilities

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the
terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of
the original liability and a recognition of a new liability, and
the difference between the respective carrying amounts is
recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the
net amount is reported in the statement of financial position
if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on
a net basis, or to realise the assets and settle the liabilities
simultaneously.

Derivative financial instruments
Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as
forward currency contracts and interest rate swaps, to hedge
its foreign currency risk and interest rate risk, respectively.
Such derivative financial instruments are initially recognised
at fair value on the date on which a derivative contract is
entered into and are subsequently remeasured at fair value.
Derivatives are carried as assets when the fair value is
positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of
derivatives are taken directly to the statement of profit or
loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)

2.4 TESTHRBE (&)

Derivative financial instruments (continued) fTESmMTE (&
Current versus non-current classification TEHIETGE 7 H

Derivative instruments that are not designated as effective
hedging instruments are classified as current or non-current
or separated into current and non-current portions based
on an assessment of the facts and circumstances (i.e., the
underlying contracted cash flows).

e Where the Group expects to hold a derivative as an
economic hedge (and does not apply hedge accounting)
for a period beyond 12 months after the end of the
reporting period, the derivative is classified as non-
current (or separated into current and non-current
portions) consistently with the classification of the
underlying item.

° Embedded derivatives that are not closely related to the
host contract are classified consistently with the cash
flows of the host contract.

e Derivative instruments that are designated as, and are
effective hedging instruments, are classified consistently
with the classification of the underlying hedged item.
The derivative instruments are separated into current
portions and non-current portions only if a reliable
allocation can be made.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the specific identification
of cost and, in the case of work in progress and finished
goods, comprises direct materials, direct labour and an
appropriate proportion of overheads. Net realisable value is
based on estimated selling prices less any estimated costs
to be incurred to completion and disposal.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and
demand deposits, and short term highly liquid investments
that are readily convertible into known amounts of cash,
are subject to an insignificant risk of changes in value,
and have a short maturity of generally within three months
when acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash
management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand
and at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required
to settle the obligation, provided that a reliable estimate can
be made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the end
of the reporting period of the future expenditures expected
to be required to settle the obligation. The increase in the
discounted present value amount arising from the passage
of time is included in finance costs in the statement of profit
or loss.

The Group provides for warranties in relation to the
provision of construction services for general repairs of
defects occurring during the warranty period. Provisions for
these assurance-type warranties granted by the Group are
recognised based on sales volume and past experience of
the level of repairs, discounted to their present values as
appropriate.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be
recovered from or paid to the taxation authorities, based
on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period,
taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

e when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

e in respect of taxable temporary differences associated
with investments in subsidiaries, associates and
joint ventures, when the timing of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not reverse
in the foreseeable future.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Income tax (continued)

Deferred tax assets are recognised for all deductible
temporary differences, and the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit
will be available against which the deductible temporary
differences, and the carryforward of unused tax credits and
unused tax losses can be utilised, except:

e when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not
a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

e in respect of deductible temporary differences
associated with investments in subsidiaries, associates
and joint ventures, deferred tax assets are only
recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable
future and taxable profit will be available against which
the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profit will
be available to allow all or part of the deferred tax asset to
be utilised. Unrecognised deferred tax assets are reassessed
at the end of each reporting period and are recognised to
the extent that it has become probable that sufficient taxable
profit will be available to allow all or part of the deferred tax
asset to be recovered.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)

288

POLICIES (CONTINUED)
Income tax (continued)

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if
and only if the Group has a legally enforceable right to set off
current tax assets and current tax liabilities and the deferred
tax assets and deferred tax liabilities relate to income taxes
levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or
to realise the assets and settle the liabilities simultaneously,
in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or
recovered.

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be received
and all attaching conditions will be complied with. When the
grant relates to an expense item, it is recognised as income
on a systematic basis over the periods that the costs, for
which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited
to a deferred income account and is released to the
statement of profit or loss over the expected useful life of
the relevant asset by equal annual instalments or deducted
from the carrying amount of the asset and released to the
statement of profit or loss by way of a reduced depreciation
charge.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers
at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods or
services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to which
the Group will be entitled in exchange for transferring
the goods or services to the customer. The variable
consideration is estimated at contract inception and
constrained until it is highly probable that a significant
revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty
with the variable consideration is subsequently resolved.

When the contract contains a financing component which
provides the customer with a significant benefit of financing
the transfer of goods or services to the customer for more
than one year, revenue is measured at the present value of
the amount receivable, discounted using the discount rate
that would be reflected in a separate financing transaction
between the Group and the customer at contract inception.
When the contract contains a financing component which
provides the Group with a significant financial benefit for
more than one year, revenue recognised under the contract
includes the interest expense accreted on the contract
liability under the effective interest method. For a contract
where the period between the payment by the customer and
the transfer of the promised goods or services is one year
or less, the transaction price is not adjusted for the effects
of a significant financing component, using the practical
expedient in IFRS 15.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Revenue recognition (continued)

Revenue from contracts with customers (continued)

(@

(6)

Construction services

Revenue from the provision of construction services
is recognised over time, using an input method to
measure progress towards complete satisfaction of
the service, because the Group’s performance creates
or enhances an asset that the customer controls as
the asset is created or enhanced. The input method
recognises revenue based on the proportion of the
actual costs incurred relative to the estimated total
costs for satisfaction of the construction services.

Trading business

Revenue from the sale of trading services is recognised
at the point in time when control of the asset is
transferred to the customer, generally on delivery of
the products. If the Group has the right to determine
the price of the goods which are acquired from the
third party and transferred to the customer, and the
Group is able to control the goods before the transfer
to the customer, the Group shall be the principal and
recognise the income according to the total amount
received or receivable. Otherwise, the Group shall be
the agent and recognise the income according to the
net amount.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)

Revenue recognition (continued)

Revenue from contracts with customers (continued)
(c) Services business

Revenue from the services business is recognised over
the performance progress of the services in accordance
with the proportion of the accumulated and actual
contract costs in the total estimated contract costs.
If the performance schedule cannot be reasonably
determined and the costs incurred by the Group can
be expected to be compensated, the revenue shall be
recognised according to the amount of costs incurred
until the performance schedule can be reasonably
determined.

Revenue from other sources

Rental income is recognised on a time proportion basis over
the lease terms.

Other income

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter period,
when appropriate, to the net carrying amount of the financial
asset.

Dividend income is recognised when the shareholders’ right
to receive payment has been established, it is probable
that the economic benefits associated with the dividend will
flow to the Group and the amount of the dividend can be
measured reliably.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
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POLICIES (CONTINUED)
Contract assets

A contract asset is the right to consideration in exchange for
goods or services transferred to the customer. If the Group
performs by transferring goods or services to a customer
before the customer pays consideration or before payment
is due, a contract asset is recognised for the earned
consideration that is conditional. Contract assets are subject
to impairment assessment, details of which are included in
the accounting policies for impairment of financial assets.

EREE

BREENIATFEBE MRS
MREREHEN N - A KEERP
XNEERSRMRIEA - BBAT
FEBERARBED  MEREE
FLEREU A BRI EEM T AR o
BREERETREN G EFAE
HEMASREERESTBR -

Contract liabilities cRAE

A consideration liability is recognised when a payment is BN & E 8 R A S sk AR 7% A U R
received or a payment is due from a customer before the BEEHMNARKFIED D AR REREE
Group transfers the related goods or services. Contract BE - cRBERASERETERE

liabilities are recognised as revenue when the Group
performs under the contract (i.e., transfers control of the
related goods or services to the customer).

Employee benefits

Pension schemes

The Group contributes on a monthly basis to various defined
contribution retirement schemes organised by the relevant
municipal and provincial governments in the PRC. The
municipal and provincial governments undertake to assume
the retirement benefits payable to all existing and future
retired employees under these plans and the Group has no
further obligations for post-retirement benefits beyond the
contributions made. The contributions to the schemes are
recognised as and when incurred.

The Group implements a pension annuity plan, pursuant to
which the Group pays contributions to the plan regularly
and the Group has no further obligation thereto once the
required contributions have been made. The contributions
are recognised as employee benefit expenses when incurred.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Employee benefits (continued)
Pension schemes (continued)

In addition, the Group also pays supplemental pension
subsidies to employees who retired before 1 January 2010.
Such supplemental pension subsidies mainly comprised
monthly cash payments to the retirees for life as determined
by the Group upon their respective retirement and subject
to cost of living adjustments. The supplemental pension
subsidies scheme is an unfunded scheme. As detailed in
note 28 below, these defined benefit obligations recognised
were assessed using the projected unit credit actuarial
valuation method; the cost of providing such subsidies is
charged to the statement of profit or loss so as to spread
the service cost over the average lives of such former
employees, in accordance with the actuarial reports which
contained full valuations of the plans for each of the relevant
accounting periods.

The present value of the defined benefit obligation is
determined by discounting the estimated future cash
outflows using interest rates of government securities which
have maturity approximating to the terms of the related
pension liability.

Re-measurements arising from experience adjustments and
changes in actuarial assumptions are recognised immediately
in the consolidated statement of financial position with
a corresponding debit or credit to other comprehensive
income in the period in which they occur. Re-measurements
are not reclassified to profit or loss in subsequent periods.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
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POLICIES (CONTINUED)
Employee benefits (continued)
Pension schemes (continued)

Net interest is calculated by applying the discount rate to the
net defined benefit liability or asset. The Group recognises
the following changes in the net defined benefit obligation
under finance expenses and allocated by function as part
of “cost of sales”, “selling and distribution expenses” or
“administrative expenses” in the consolidated statement of
profit or loss:

e service costs comprising current service costs, past
service costs, gains and losses on curtailments and
non-routine settlements

° net interest expense or income.
Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are capitalised as part of the
cost of those assets. The capitalisation of such borrowing
costs ceases when the assets are substantially ready for
their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs are
expensed in the period in which they are incurred. Borrowing
costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Dividends

Final dividends are recognised as a liability when they
are approved by the shareholders in a general meeting.
Proposed final dividends are disclosed in the notes to the
financial statements.

Interim dividends are simultaneously proposed and declared,
because the Company’'s memorandum and articles of
association grant the directors the authority to declare
interim dividends. Consequently, interim dividends are
recognised immediately as a liability when they are proposed
and declared.

Foreign currencies

These financial statements are presented in RMB, which is
the Company’s functional currency. Each entity in the Group
determines its own functional currency and items included
in the financial statements of each entity are measured
using that functional currency. Foreign currency transactions
recorded by the entities in the Group are initially recorded
using their respective functional currency rates prevailing
at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at
the functional currency rates of exchange ruling at the end
of the reporting period. Differences arising on settlement
or translation of monetary items are recognised in the
statement of profit or loss.

Differences arising on settlement or translation of monetary
items are recognised in profit or loss with the exception of
monetary items that are designated as part of the hedge of
the Group’s net investment of a foreign operation. These
are recognised in other comprehensive income until the
net investment is disposed of, at which time the cumulative
amount is reclassified to profit or loss. Tax charges and
credits attributable to exchange differences on those
monetary items are also recorded in other comprehensive
income.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHHEBE (F)
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POLICIES (CONTINUED)
Foreign currencies (continued)

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair
value was measured. The gain or loss arising on translation
of a non-monetary item measured at fair value is treated
in line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on the
item whose fair value gain or loss is recognised in other
comprehensive income or profit or loss is also recognised in
other comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of
the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating
to an advance consideration, the date of initial transaction
is the date on which the Group initially recognises the non-
monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or
receipts in advance, the Group determines the transaction
date for each payment or receipt of the advance
consideration.

The functional currencies of certain overseas subsidiaries
are currencies other than RMB. As at the end of the
reporting period, the assets and liabilities of these entities
are translated into RMB at the exchange rates prevailing at
the end of the reporting period and their statements of profit
or loss are translated into RMB at the weighted average
exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the statement of
profit or loss.
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Notes to the Financial Statements

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
Foreign currencies (continued)

Any goodwill arising on the acquisition of a foreign operation
and any fair value adjustments to the carrying amounts of
assets and liabilities arising on acquisition are treated as
assets and liabilities of the foreign operation and translated
at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are translated
into RMB at the exchange rates ruling at the dates of the
cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated
into RMB at the weighted average exchange rates for the
year.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment
to the carrying amounts of the assets or liabilities affected in
the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS 3. EAEHE R (&)
AND ESTIMATES (CONTINUED)

Judgements (continued) Y i (&)

Revenue from contracts with customers KEEFEHHIKA

The Group applied the following judgements that significantly AEEFANTREXEEERR,E
affect the determination of the amount and timing of revenue YU 5 BB % BRF ] A U T

from contracts with customers:

e Determining the timing of satisfaction of construction o  EERITEEREA R
services

e The Group concluded that revenue from construction s AEBEBESIERERERBEH
services is to be recognised over time because the WA THBEE s R R S MR -
Group’s performance creates or enhances an asset ERAEE R XA EERIES
that the customer controls as the asset is created or RAZFEHNEE -
enhanced.

e The Group determined that the input method is the best o AREBEBEEHRANENFEREER
method in measuring the progress of the construction BEEMNRERE  DHRASE
services because there is a direct relationship between B I{EHERRFER RS 2 H
the Group’s effort and the transfer of services to the GEEEBR ASBEIRER
customer. The Group recognises revenue on the REBERKAMGGETE RAK
basis of the proportion of the accumulated and actual AE) L iR UL A ©

contract costs in the total estimated contract costs.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Judgements (continued)
Principal versus agent considerations

Determining whether revenue of the Group should be
reported gross or net is based on a continuing assessment
of various factors. When determining whether the Group
is acting as the principal or agent in offering goods to
the customer, the Group firstly identifies who controls
the specified goods before they are transferred to the
customer. The Group considers that it acts as a principal
that obtains control of any of a good or another asset
from the other party that the Group then transfers to the
customer. However, the Group does not necessarily control
a specified good if the Group obtains a legal title to that
good only momentarily before the legal title is transferred to
a customer. If control is unclear, when the Group is primarily
obligated in a transaction, is subject to inventory risk,
has latitude in establishing prices and selecting suppliers,
or has several but not all of these indicators, the Group
records revenue on a gross basis. Otherwise, the Group
records the net amount earned as commissions from goods
sold. The Group performs the assessment based on the
above-mentioned factors and reaches the conclusion that
the Group acts as a principal or agent when the Group
recognises the revenue from sales.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Judgements (continued)

Classification between investment properties and
owner-occupied properties

The Group determines whether a property qualifies as an
investment property, and has developed criteria in making
that judgement. Investment property is a property held to
earn rentals or for capital appreciation or both. Therefore, the
Group considers whether a property generates cash flows
largely independently of the other assets held by the Group.
Some properties comprise a portion that is held to earn
rentals or for capital appreciation and another portion that is
held for use in the production or supply of goods or services
or for administrative purposes. If these portions could be
sold separately or leased out separately under a finance
lease, the Group accounts for the portions separately. If the
portions could not be sold separately, the property is an
investment property only if an insignificant portion is held for
use in the production or supply of goods or services or for
administrative purposes. Judgement is made on an individual
property basis to determine whether ancillary services are so
significant that a property does not qualify as an investment

property.
Property lease classification-Group as lessor

The Group has entered into commercial property leases on
its investment property portfolio. The Group has determined,
based on an evaluation of the terms and conditions of the
arrangements, such as the lease term not constituting a
major part of the economic life of the commercial property
and the present value of the minimum lease payments not
amounting to substantially all the fair value of the commercial
property, that it retains substantially all the significant risks
and rewards incidental to ownership of these properties
which are leased out on and accounts for the contracts as
operating leases.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Judgements (continued)

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

The Group has several lease contracts that include extension
and termination options. The Group applies judgement in
evaluating whether or not to exercise the option to renew or
terminate the lease. That is, it considers all relevant factors
that create an economic incentive for it to exercise either
the renewal or termination. After the commencement date,
the Group reassesses the lease term if there is a significant
event or change in circumstances that is within its control
and affects its ability to exercise or not to exercise the
option to renew or to terminate the lease (e.g., construction
of significant leasehold improvements or significant
customisation to the leased asset).

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.

BT EE SRR M AL

31 December 2020 » 2020412 831 H

ERSETHE R & (&)

H W (&)

BEAEEMEEBESNZHERHH
P FEE A H

AEEEETRESRERKLEEE
MBEESHN AEEAEFEREITRE
BHRESRITHERERHE - B1E
BFFAERBERE  ZFREA/EE
HE AR B S AR L 1R R AS R - IR FR SR
B - MBI AKEA TG 2E
REHHBEABE (PR EEEE
TEARNEXNHBEEELETERNTE
#) > WREBHITE (HATE)HE
BHIEIRIEEEZEN  AEEE
EXHEHEHES -

R EE M

REAEEHAH TRV KFESR
RAENRESBEEHERFRENR
KE B R LN E AR f 5T
MR EA 2 RIRRALAT o

Annual Report 2020
2020 FF F 3k

301




Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 ¢ 2020412 A31H

3. SIGNIFICANT ACCOUNTING JUDGEMENTS 3. EREHERAEE (&)
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AND ESTIMATES (CONTINUED)
Estimation uncertainty (continued)
Percentage of completion of construction work

The Group recognises revenue according to the percentage
of completion of individual contracts for construction work,
which requires estimation to be made by management.
The stage of completion is estimated by reference to the
actual costs incurred over the total budgeted costs, and
the corresponding contract revenue is also estimated by
management. Due to the nature of the activity undertaken
in construction contracts, the date at which the activity is
entered into and the date at which the activity is completed
usually fall into different accounting periods. Hence, the
Group reviews and revises the estimates of both contract
revenue and contract costs in the budget prepared for
each contract as the contract progresses. Where the actual
contract revenue is less than estimated or actual contract
costs are more than estimated, a foreseeable loss may arise.

Deferred income tax

Deferred tax assets relating to certain temporary differences
and tax losses are recognised as management considers it
is probable that future taxable profit will be available against
which the temporary differences or tax losses can be utilised.
The realisation of the deferred tax assets mainly depends
on whether sufficient future profits or taxable temporary
differences will be available in the future. In cases where
the actual future profits generated are less than expected, a
material reversal of deferred tax assets may arise which will
be recognised in profit or loss in the period in which such a
reversal takes place.

The carrying amount of deferred tax assets as at 31
December 2020 was RMB676,556,000 (31 December 2019
(Restated): RMB655,243,000). More details are given in note
27.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Estimation uncertainty (continued)
Leases-Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit
in a lease, and therefore, it uses an incremental borrowing
rate (“IBR”) to measure lease liabilities. The IBR is the rate of
interest that the Group would have to pay to borrow over a
similar term, and with a similar security, the funds necessary
to obtain an asset of a similar value to the right-of-use
asset in a similar economic environment. The IBR therefore
reflects what the Group “would have to pay”, which requires
estimation when no observable rates are available (such as
for subsidiaries that do not enter into financing transactions)
or when it needs to be adjusted to reflect the terms and
conditions of the lease (for example, when leases are not in
the subsidiary’s functional currency). The Group estimates
the IBR using observable inputs (such as market interest
rates) when available and is required to make certain entity-
specific estimates (such as the subsidiary’s stand-alone
credit rating).

Provision for expected credit losses on trade
receivables and contract assets

The Group uses a provision matrix to calculate ECLs for
trade receivables and contract assets. The provision rates
are based on days past due for groupings of various
customer segments that have similar loss patterns (i.e.,
by geography, product type, customer type and rating,
and coverage by letters of credit and other forms of credit
insurance).

3.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Estimation uncertainty (continued)

Provision for expected credit losses on trade
receivables and contract assets (continued)

The provision matrix is initially based on the Group’s
historical observed default rates. The Group will calibrate
the matrix to adjust the historical credit loss experience
with forward-looking information. For instance, if forecast
economic conditions (i.e., gross domestic product) are
expected to deteriorate over the next year which can lead to
an increased number of defaults in the manufacturing sector,
the historical default rates are adjusted. At each reporting
date, the historical observed default rates are updated and
changes in the forward-looking estimates are analysed.

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is
a significant estimate. The amount of ECLs is sensitive to
changes in circumstances and forecast economic conditions.
The Group’s historical credit loss experience and forecast
of economic conditions may also not be representative of a
customer’s actual default in the future. The information about
the ECLs on the Group’s trade receivables and contract
assets is disclosed in note 22 and note 21 to the financial
statements, respectively.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (CONTINUED)

Estimation uncertainty (continued)
Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets (including the right-
of-use assets) at the end of each reporting period. Indefinite
life intangible assets are tested for impairment annually and
at other times when such an indicator exists. Other non-
financial assets are tested for impairment when there are
indicators that the carrying amounts may not be recoverable.
An impairment exists when the carrying value of an asset
or a cash-generating unit exceeds its recoverable amount,
which is the higher of its fair value less costs of disposal
and its value in use. The calculation of the fair value less
costs of disposal is based on available data from binding
sales transactions in an arm’s length transaction of similar
assets or observable market prices less incremental costs
for disposing of the asset. When value in use calculations
are undertaken, management must estimate the expected
future cash flows from the asset or cash-generating unit
and choose a suitable discount rate in order to calculate the
present value of those cash flows.

Fair value of unlisted equity investments

The unlisted equity investments have been valued based
on a market-based valuation technique as detailed in note
37 to the financial statements. The valuation requires the
Group to determine the comparable public companies
(peers) and select the price multiple. In addition, the Group
makes estimates about the discount for illiquidity and size
differences. The Group classifies the fair value of these
investments as Level 2. The fair value of the unlisted equity
investments at 31 December 2020 was RMB554,612,000
(31 December 2019 (Restated): RMB474,519,000). Further
details are included in note 19 to the financial statements.
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OPERATING SEGMENT INFORMATION

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

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

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

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

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

OPERATING SEGMENT INFORMATION
(CONTINUED)

Segment assets exclude investments in associates and joint
ventures, property, plant and equipment, right-of-use assets,
intangible assets, deferred tax assets, financial assets at fair
value through profit or loss, time 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 defined benefit obligations, tax
payable, deferred tax liabilities and other unallocated head
office and corporate liabilities as these liabilities are managed
on a group basis.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.
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segments as such expenditure is managed on a group

basis.
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4. OPERATING SEGMENT INFORMATION 4. REDHER (&)
(CONTINUED)
(a) Segment revenue, results, assets and liabilities (a) DEWA - £E - EEREE
Year ended 31 December 2020 #Z2020%F12A31H Construction Trading Services
LEE contracts business business Total
BEGH B5%K PR %% a5t
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT ARHFT
Segment revenue (note 5): DEBBA (HEE5) -
Sales to external customers HETINEER 12,148,655 4,791,109 2,160,401 19,100,165
Intersegment sales NEEEE 311,611 7,737 72,685 392,033
Reportable segment revenue ~ A3R&E S HBWA 12,460,266 4,798,846 2,233,086 19,492,198
Reportable segment profit AR E DBk 1,300,056 33,631 272,923 1,606,510
Finance income on receivables  EMEF B SKA
from customers 156,302 141,862 - 298,164
Finance costs (other than HHKA (HEEER
interest on lease liabilities) FEBRN) 36,844 39,835 4,350 81,029
Depreciation and amortisation EREH 23,325 9,006 21,736 54,067
Provision/(reversal of provision)  JREEEERE
for impairment losses (EfEsEm)
- Trade and other receivables - B5 RAMEWIE 230,202 90,379 10,754 331,335
- Contract assets - EREE 9,647 - 5,874 15,521
- Inventories -8 - 16,116 - 16,116
Reportable segment assets AREAHEE 17,360,507 5,297,760 2,565,462 25,223,729
Reportable segment liabilities T #% 2 BEE 25,988,646 6,911,400 4,048,376 36,948,422
Capital expenditure for the year is not allocated to FREARAZABS TSI -

TTHRERASXANEESERE
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Capital expenditure for the year is not allocated to
segments as such expenditure is managed on a group

basis.

4. OPERATING SEGMENT INFORMATION 4. REHITER (&)
(CONTINUED)
(a) Segment revenue, results, assets and liabilities (a) 2EWA - £ - BEEREE
(continued) (%)
Year ended 31 December 2019 #Z2019F12 8318 Construction Trading Services
IFERE contracts business business Total
BEAR EUES S PR %15 )
(Restated) (&) RMB’000 RMB’000 RMB’000 RMB’000
ANRETT  AREFT  AREFT ARETT
Segment revenue (note 5): ABWA (HES5)
Sales to external customers HETIEP 19,791,894 6,484,636 2,071,720 28,348,250
Intersegment sales AHEREEE 633,776 14,955 113,132 761,863
Reportable segment revenue  ATRESHBKA 20,425,670 6,499,591 2,184,852 29,110,113
Reportable segment profit AR E R 1,790,187 320,957 364,449 2,475,593
Finance income on receivables  EREFZIENHBERA
from customers 143,549 123,607 2,729 269,885
Finance costs (other than IR (BEAEN
interest on lease liabilities) FIEBRIM) 3,293 69,701 6,057 79,051
Depreciation and amortisation MEREH 28,199 9,047 20,756 58,002
Provision/(reversal of provision) BB BEE /
for impairment losses (BERE)
- Trade and other receivables - B A REmEWGIE 331,485 3,504 10,729 345,718
- Contract assets -AREE 40,415 (343) 1,804 41,876
— Inventories -FE - 1,060 = 1,060
Reportable segment assets ARENHEE 17,576,539 6,297,429 2,647,801 26,521,769
Reportable segment liabilities A& 2 HEE 28,429,298 7,894,754 4,474,025 40,798,077
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4. OPERATING SEGMENT INFORMATION 4, REQTER (&)

(CONTINUED)

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

(b) AIMEDHYA - BF
B EEREBENERKR

2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥FTT AREFT
(Restated)
(Ei)
Revenue: WA
Reportable segment revenue AR o 2R UL A 19,492,198 29,110,113
Elimination of intersegment revenue 7 B A 5 (392,033) (761,863)
19,100,165 28,348,250
Profit: A
Reportable segment profit AR 5 205% F 1,606,510 2,475,593
Share of profits and losses of joint ventures fE{E & & A 7lm Al & &5 18 20,240 27,825
Share of profits and losses of associates  FE{GEf & A B Al & 518 213,082 198,520
Dividend income from equity investments AR EEE B EEF
at fair value through other ST AE 4R & Y as B iR
comprehensive income A MR B WS 3,564 3,822
Investment income on financial assets SHEERE NS 43,648 36,526
Other income/(expenses), net Ha A/ (FX) F58 3,347 (66,568)
Other operating expenses Hﬁiﬂ“‘ B (6,704) (2,922)
Interest income from bank deposits R ERITIF R B A 219,228 249,259
Interest cost on lease liabilities HEEFEOFBAR (4,214) (3,148)
Interest cost recognised in respect of P E X R IRFTEITER
defined benefit retirement plans BB (19,720) (20,250)
Unallocated foreign exchange KOBZER (1BK),/
(losses)/gains Wz (283,996) 144,519
Depreciation and amortisation e R 8 (217,084) (204,491)
Profit before tax B 35 A A 1,577,901 2,838,685
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4. OPERATING SEGMENT INFORMATION 4, RBEDIER (F)

(CONTINUED)

(b) Reconciliation of reportable segment revenue, (b) THEDBUYA - BRI
profit/loss, assets and liabilities (continued) B EEREENHE (E)

2020 2019
20204 20194
RMB’000 RMB’ 000
AR#FT AREFr
(Restated)
(&)
Assets: BE:
Reportable segment assets AR EDHEE 25,223,729 26,521,769
Elimination of intersegment receivables 53 & & & U 3R I8 1K 84 (5,288,216) (6,217,155)
19,935,513 20,304,614
Financial assets at fair value through AR EEEBHEES
profit or loss FFABENESREE 157,543 176,780
Restricted deposits PR 77 5K 1,307,488 1,231,226
Time deposits with original maturity of [RIEEIHA B B A = (8 H &Y
over three months EHFER 3,545,228 5,825,624
Cash and cash equivalents HeMREEEY 14,828,680 15,563,218
Property, plant and equipment VI - BB k& 2,706,107 2,495,207
Right-of-use assets EREAE 1,761,829 1,806,626
Intangible assets mEE 444,182 440,556
Long-term assets REEE 55,489 50,529
Investments in joint ventures HEERAINEKE 418,639 405,798
Investments in associates HEE R aWRE 1,509,785 1,368,578
Deferred tax assets RIETIHE B 676,556 655,243
Equity investments designated AR EE=BEES
at fair value through other T AE A AR S Wz B
comprehensive income R & 631,418 550,659
Other unallocated assets HEARDEEE 3,040,771 3,125,226
51,019,228 53,999,884
Liabilities: afE:
Reportable segment liabilities AmEDHEE 36,948,422 40,798,077
Elimination of intersegment payables 53 50 FE S IR K 8H (5,253,772) (6,103,721)
31,694,650 34,694,356
Lease liabilities HEAE 68,739 64,232
Defined benefit obligations HEX MBS 642,416 629,947
Tax payable FERTRRIE 146,913 466,301
Deferred tax liabilities RIETHIEE & 153,296 108,829
Other unallocated liabilities BEfRpELaE 2,793 2,479
32,708,807 35,966,144
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4. OPERATING SEGMENT INFORMATION 4. REFIER (&)
(CONTINUED)
(c) Geographical information (c) HEEFHER

Revenue from external customers REPBEFE KA
2020 2019
20204 20194F
RMB’000 RMB’000
ARMTFTT ARTFT
(Restated)
(Ei)
Mainland China B KR 6,382,209 7,032,182
Iraq Fhi5 2,578,866 2,835,243
Pakistan B8 1,576,795 2,993,292
Zambia =g At 897,326 1,262,949
United States EL5 868,508 862,285
Serbia ERMED 763,418 417,252
Cameroon 3173 616,859 1,204,789
The Republic of Angola LR AN 604,609 2,040,697
lvory Coast (XSS N0 432,180 1,876,906
Nigeria fe B #lga 362,861 256,278
Others EAh 4,016,534 7,566,377

19,100,165 28,348,250

The revenue information above is based on the BA WA E R TR = P i 15 2
locations of the customers. 2 o

31 2 China Machinery Engineering Corporation
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4. OPERATING SEGMENT INFORMATION
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4. RETHEN (&)

(CONTINUED)
(c) Geographical information (continued) (c) HEEFHER (&)
Non-current assets FRBEE
2020 2019
2020F 20194
RMB’000 RMB’000
AR¥FT AREFTT
(Restated)
(&)
Mainland China o B A 5,503,751 5,892,286
Others HAftb 78,958 91,633
5,582,709 5,983,919

(d)

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

Information about major customers

No revenue was generated from sales to a single
customer which amounted to more than 10% of the
Group’s revenue for the year ended 31 December 2020
(2019: Nil).

(d)

A EFEREBEEER TIREEFR
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5. REVENUE, OTHER REVENUE AND OTHER 5. WA - Htl AR HAtB g A%
INCOME, NET 6]
An analysis of revenue, other revenue and other income, net WA~ E A A RE AU A SRS AT
is as follows: LU
2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥FT AREFT
(Restated)
(&)
Revenue from contracts with customers EF&EKA 18,948,845 28,198,717
Revenue from other sources B R RA
Gross rental income from investment property KB &ML LTHE W
operating leases: HEWALLEE :
Other lease payments, including fixed HEmHEENR  BEER
payments (NEN 151,320 149,533

19,100,165 28,348,250

31 4 China Machinery Engineering Corporation
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5. REVENUE, OTHER REVENUE AND OTHER 5. A - HtR AR EMIRAF
INCOME, NET (CONTINUED) ¥4 (4&)
Revenue A
(i) Disaggregated revenue information (i) B HFUAEZH

For the year ended 31 December 2020

HZE2020F12 A1 BIEEE

Construction Trading Services

contracts business business Total
Segments 2 BESE B5EK i ES S At
Types of goods or services Bk R AR
Construction contracts BEAR 12,148,655 - - 12,148,655
Trading business EVES) ) - 4,791,109 - 4,791,109
Services business e - - 2,160,401 2,160,401
Total revenue ONX 12,148,655 4,791,109 2,160,401 19,100,165
Geographic markets R
Asia D 7,184,788 3,090,919 2,033,991 12,309,698
Africa JEM 3,810,585 64,523 74,008 3,949,116
Europe BN 900,662 384,401 30,872 1,315,935
South America mEN 206,321 140,509 20,437 367,267
North America LN 46,299 1,081,806 - 1,128,105
Oceania KEN = 28,951 1,093 30,044
Total revenue VON- 12,148,655 4,791,109 2,160,401 19,100,165
Timing of revenue recognition ERU NI
Construction transferred over time R—BRHRNEZNRE 12,148,655 - - 12,148,655
Trading transferred at a point of time REERHHEENES - 4,791,109 - 4,791,109
Services transferred over time R—B R N E R R - - 2,160,401 2,160,401
Total revenue N X 12,148,655 4,791,109 2,160,401 19,100,165
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

5. REVENUE, OTHER REVENUE AND OTHER 5. WA - Hi AR HE M AF

INCOME, NET (CONTINUED) ¥4 (48)

Revenue (continued) WA (%)

(i) Disaggregated revenue information (continued) () BRFUAEE ()
For the year ended 31 December 2019 (Restated) BHZE2019F12HA31HIEEE (&

i)
Construction Trading Services
contracts business business Total

Segments Ak BERR EUES PR %75 BF
Types of goods or services B R ER
Construction contracts BiEAR 19,791,894 = - 19,791,894
Trading business Bo%% - 6,484,636 - 6,484,636
Services business eSS - - 2,071,720 2,071,720
Total revenue ONX 19,791,894 6,484,636 2,071,720 28,348,250
Geographic markets RS
Asia M 9,571,702 4,652,770 1,920,518 16,144,990
Africa JEM 7,964,334 357,527 87,159 8,409,020
Europe M 945,133 452,013 20,920 1,427,066
South America BEM 985,635 31,314 30,891 1,047,840
North America JLEM 325,090 953,763 370 1,279,223
Oceania AN - 37,249 2,862 40,111
Total revenue W@z 19,791,894 6,484,636 2,071,720 28,348,250
Timing of revenue recognition i ONSIHE
Construction transferred over time R—BERAEENEE 19,791,894 = - 19,791,894
Trading transferred at a point of time REENEREZENES - 6,484,636 - 6,484,636
Services transferred over time R—BEEREE RS - - 2,071,720 2,071,720
Total revenue LNt 19,791,894 6,484,636 2,071,720 28,348,250
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

5. REVENUE, OTHER REVENUE AND OTHER 5. WA - Hi AR E A F
INCOME, NET (CONTINUED) ¥4 (4&)
Revenue (continued) WA (&)
(i) Disaggregated revenue information (continued) () BDFUAEE (E)
Set out below is the reconciliation of the revenue to the WABESEHLERFPEENEE 2
amounts disclosed in the segment information: HIRFHFWNT
For the year ended 31 December 2020 HZE2020F 12 A1 HILEE
Construction Trading Services
contracts business business Total
Segments 28 BEAR ECES S PRAE £ &%
Revenue LN
External customers IR P 12,148,655 4,791,109 2,160,401 19,100,165
Intersegment sales AEREHEE 311,611 7,737 72,685 392,033

12,460,266 4,798,846 2,233,086 19,492,198

Intersegment adjustments and eliminations 72 75 % K 45 £ (311,611) (7,737) (72,685) (392,033)

Total revenue N X 12,148,655 4,791,109 2,160,401 19,100,165
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

5. REVENUE, OTHER REVENUE AND OTHER 5. WA - Hblg AR HE MUK AF
INCOME, NET (CONTINUED) ¥ (&)
Revenue (continued) WA (&)
(i) Disaggregated revenue information (continued) (i) AR FWUAEH (&)

For the year ended 31 December 2019 (Restated)

HZE2019F12 A1 HILEE (&
i)

Construction Trading Services
contracts business business Total
Segments A8 BERR EUET RS %75 A%
Revenue LN
External customers SRR 19,791,894 6,484,636 2,071,720 28,348,250
Intersegment sales HEEEE 633,776 14,955 113,132 761,863
20,425,670 6,499,591 2,184,852 29,110,113
Intersegment adjustments and eliminations 7 f 7% K 4 £ (633,776) (14,955) (113,132) (761,863)
Total revenue W@z 19,791,894 6,484,636 2,071,720 28,348,250

The following table shows the amounts of revenue
recognised in the current reporting period that were
included in the contract liabilities at the beginning of the
reporting period :

TREHARERBABERE S
EREHNEREBETHRAL
%A -

2020 2019
20204 20194
RMB’000 RMB’ 000
AREF T AR For
(Restated)
(&)
Revenue recognised that was included in 2 HERUA (85 E RS H
contract liabilities at the beginning of JaRAaEs) :
the reporting period:
Construction contracts EiEAR 5,237,361 4,959,574
Trading business e ES 627,760 597,086
Services business BT 7% 233,807 353,568
6,098,928 5,910,228

China Machinery Engineering Corporation
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

5. REVENUE, OTHER REVENUE AND OTHER 5. KA - HtR AR EMIRAF
INCOME, NET (CONTINUED) 5 (#&)
Revenue (continued) WA (&)
(ii) Performance obligations (i) BHEME

Information about the Group’s performance obligations
is summarised below:

Construction contracts

The performance obligation is satisfied over time as
services are rendered and payment is generally due
within 180 days from the date of billing. A certain
percentage of payment is retained by customers
until the end of the retention period as the Group’s
entitlement to the final payment is conditional on the
satisfaction of the service quality by the customers over
a certain period as stipulated in the contracts.

Trading business

The performance obligation is satisfied upon delivery of
the products and payment is generally due within 30 to
90 days from delivery, except for new customers, where
payment in advance is normally required.

Services business

The performance obligation is satisfied over time as
services are recognised over the performance progress
of the services in accordance with the proportion of
the accumulated and actual contract costs in the total
estimated contract costs.

FRAEENBAHETHERE
F (N

BZEEF

BHETSEERERERM T A
BT MR —MRREAEEER
HEFH180RANBIH N - R
7R £R B W BR % 48 A SR B R A BUR
RERMTANE THRATR
HRBEENMEE ETED
O RaEPRE EEER
HERSLE -

EZXK

BHEIRRNEMEKET - M
R — AR Z A& B30E 90 H
REIEN - TP (—KRF
LRI ) BRIN

V2

BEERRIGIREMETHNENEE
Ty RIEET & R AR REt
K BB & R A L 1 BE 2 R 75 /R
TR T IARER -
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

5. REVENUE, OTHER REVENUE AND OTHER 5. IR - HtR AR EMIRAF
INCOME, NET (CONTINUED) ¥4 (48)
Revenue (continued) WA (&)
(i) Performance obligations (continued) (i) BHEL (&)

RpBOARRBIRERES
FIAERE - EIERHARK1 F o5/

The remaining performance obligations expected to be
recognised relate to construction services that are to be

satisfied within one to five years. N
2020 2019
2020 20194
RMB’000 RMB’ 000
AR¥ T ARETF T
(Restated)
(E)
Other revenue Hip g A
Dividend income from equity ARAREEREBEZE)
investments at fair value through other T A AERE SR
comprehensive income REAE IS & R B A 3,564 3,822
Investment income on financial assets TREERERE 43,648 36,526
Government grants BT 4 B 5,151 643
52,363 40,991
Other income, net Ha A E58
Net losses on disposal of items of BEEWME  KEMZREERER
property, plant and equipment )= Vek- (1,804) (1,736)
Net gains/(losses) on foreign currency SN IR B A A
forward exchange contracts Mk (E518) B8 385,364 (9,130)
Arbitration compensation* R R (e~ (274,452) =
Gain on bargain purchase recognised in Y ELAth I A TSR B
other income B B Wi - 4,577
Others H A, 66,727 38,115
175,835 31,826

China Machinery Engineering Corporation
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

5. REVENUE, OTHER REVENUE AND OTHER 5. WA - b AR E MR AF
INCOME, NET (CONTINUED) # (&)

Hp W A F8 (&)

Other income, net (continued)

The compensation recognised in the current reporting period
is mainly due to the arbitration between the Company and a
Turkish owner. Further details are as follows:

On 23 April 2020, the Company issued an announcement
and announced that the Company has received the arbitration
award (the “Arbitration Award”) issued by the arbitral tribunal
under the International Court of Arbitration of the International
Chamber of Commerce, pursuant to which, the Company shall
pay the compensation of approximately USD41.42 million,
applicable interest and arbitration related expenses to a
Turkish owner (the “Claimant”), and the Claimant shall pay the
compensation of approximately USD4.15 million and applicable
interest to the Company.

The Company and the Claimant have reached a settlement in
respect of the execution of the Arbitration Award, and entered
into a settlement agreement (the “Settlement Agreement’).
Pursuant to the Settlement Agreement, the Company shall pay
RMB273,110,000 (about EUR34,308,510) (the “Settlement
Amount”) to the Claimant. From the date on which the Claimant
receives the aforesaid amount, each party irrevocably releases
the other party from all obligations under the Arbitration Award.

The Company has completed the payment of the Settlement
Amount in accordance with the requirements under the
Settlement Agreement. The Claimant has confirmed the receipt
of the Settlement Amount. The execution of the Arbitration
Award has completed, and the Company no longer bears any
obligation in respect of the Arbitration Award.

AR EHRERNBEHREER
MARRM—F L HEEE 7 BEf
EEIRGE o FANEIT

M2020%4 A23H  AAREMA
& YEMARAREKREIEE RS H
% 17 B B b 3 B 28 B RO 1 B BOR (JA
TR REZR]) - il - AAE
R—BLHEHEET (UTHRIAR
AD 41428 X TR ES -
ERMMERFHARER MR
AERA DB A AI416 8 E TS
B2 RERBFE -

ARAREBRAERAITHEIR
ERFNER - WERET T MR (A
T A [ A AR 55k 1) o AR IR AR 15
# o ARAEEABRAZIMNARE
273,110,0007T (%734,308,510E 7T )
AT F@ERIAD) - B RRAR
RYEEFERFIRZ B - PR
BsHt R B T EFEFRIBA TN
HE2

ARAE TR RRME W BN
PRAEE IR A+ BB R AR R U EI AN
BRFRIE - PHEORELRITTEE K
REEFEHBRTBABEFE -
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

6. PROFIT BEFORE TAX 6. BRBLADER
The Group’s profit before tax is arrived at after charging/ REBZBRBAEFE MR (5
(crediting): A)
(a) Finance income and finance expenses (a) BT AR BB X
2020 2019
20204 20194F
Note RMB’000 RMB’ 000
Bt AR#T T ARETT
(Restated)
(Eat)
Finance income on receivables JFE I3 5 R TE Y B 7 A
from customers 298,164 269,885
Foreign exchange gains b 5 s 2 - 270,426
Interest income L2 A 219,228 249,259
Finance income U A 517,392 789,570
Interest cost recognised in respect Bk E 5 2 5 IS HER
of defined benefit obligations BN 28 19,720 20,250
Interest expenses on borrowings  EEF| BB 81,029 79,051
Interest on lease liabilities HEBGENE 4,214 3,148
Foreign exchange losses ERAEEES 806,783 -
Bank charges and others IRITER N EAM 25,128 32,041
Finance expenses B A5 R 2 936,874 134,490
Net finance income recognised in R85 MR A M S U ASE 58
profit or loss (419,482) 655,080

322 China Machinery Engineering Corporation
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

6. PROFIT BEFORE TAX (CONTINUED) 6. BRBIADER (&)
(b) Staff costs (b) BEIEA

2020 2019
20204 20194
Note RMB’000 RMB’ 000
izt ARMFT AREFT
(Restated)
(E)
Salaries, wages and other benefits #& + T& K EMEF 1,336,259 1,852,033

Contributions to defined B RN KT B A LR
contribution retirement plans 164,533 237,350

Expenses recognised in respect of Fia%iE X R KT 2IFER
defined benefit retirement plans A 2 28 3,420 1,380
1,504,212 2,090,763

(c) Other items (c) HEMiBEE
2020 2019
20204 20194
Notes RMB’000 RMB’ 000
izt AREFT AREFT
(Restated)
(Em)
Amortisation 5
— Intangible assets —mEEE 16 31,492 25,996
- Long-term assets —RHEE 37,167 40,764
68,659 66,760
Depreciation e

- Property, plant and equipment  — ¥1% - HE M& & 13 117,821 97,321
— Investment properties — &Y 14 16,322 15,480
- Right-of-use assets — EREEE 15 68,349 82,932
202,492 195,733
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

6. PROFIT BEFORE TAX (CONTINUED)

(c) Other items (continued)

6. BB

Am A (&)

(c) HAEE (&)

2020 2019
20204 20194
Notes RMB’000 RMB’ 000
Hiat AR#T T AR¥F o
(Restated)
(&)
Impairment losses on TEEIE
— Trade and other receivables - B hEMEWKIE 22 331,335 345,718
— Inventories —FE 20 16,116 1,060
— Contract assets —AREE 21 15,521 41,876
— Investments in associates — HEENRMNEE - 16,404
362,972 405,058
Operating lease charges KEHEE A
— Rental expenses for short-term  — SEHIHEEH &
leases and lease of low-value KEBEEEHEEZR
assets 15 8,461 25,102
— Lease of other assets -~ HEHMEE 1,311 281
9,772 25,383
Auditors’ remuneration, including  ZERIEE - SREE A
disbursements 9,858 10,127
Rental income from investment REREMFEHEERA
properties
— Gross rental —FHfe 5 151,320 149,533
— Direct outgoings —EEIH (56,674) (43,931)
Net rental Fie 94,646 105,602
Cost of construction contracts EIEA RIKA 9,445,909 16,228,737
Cost of goods sold 729 on 85 B B AR 4,349,558 5,876,930
Cost of services provided Firbe 4t AR 75 A A 2R 1,631,328 1,411,160
15,426,795 23,516,827

China Machinery Engineering Corporation
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DIRECTORS’, CHIEF EXECUTIVE’S AND 7.
SUPERVISORS’ REMUNERATION

Directors’ and chief executive’'s remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a), (b),
(c) and (f) of the Hong Kong Companies Ordinance and Part
2 of the Companies (Disclosure of Information about Benefits
of Directors) Regulation, is as follows:

BT EE SRR M AL

31 December 2020 » 2020412 831 H

EE TRARKRESHMH

BELEMHRIY - FBBEQAGEHE
383(1)(a) * (b) * (c) R (HfE « <A R (H
BRESFRER) RO FE25HKER
FREERITRBHEOEMAOT -

2020 2019

20204 2019%F

RMB’000 RMB’ 000

ARMTFT AREFT

(Restated)

(&)

Fees e 1,144 1,144
Salaries, allowances and benefits in kind e R EREYH = 3,027 2,691
Performance related bonuses E R IR BRI IEAT 1,343 1,834
Pension scheme contributions RIKEFTEIHER 147 200
5,661 5,869
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

DIRECTORS’, CHIEF EXECUTIVE’S AND

SUPERVISORS’ REMUNERATION (CONTINUED)

Executive directors, non-executive directors, the

7. EE - TRARKRESHMH
(%)

HITES - FUITES  THRAR

chief executive and supervisors RE=E
Salaries,
allowances Performance Pension
and benefits related scheme Total
Fees in kind bonuses contributions remuneration
Hé 2E  EREHN  BALHE
He REWAZ A 2 HMas
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ABETLE ARBETT AREFT ABEFn ARETZ
2020 20205
Executive directors: HITES
Ms. Ai Wei (note (1)) S (FsE (1) - 633 669 39 1,341
Non-executive directors: FRTES:
Mr. Zhang Fusheng (note (2)) REELE (FEQ) 60 25 - - 85
Mr. Yu Benli (note (3)) RARBEE (F1:Q) 60 23 - - 83
Mr. Ma Jian (note (4) SREE (Wat@) 20 8 - - 28
Mr. Zhang Zhiyu (note (5)) FoAFRE (f1:6) 20 9 - - 29
160 65 - - 225
Independent non-executive directors:  BUIFHITES :
Mr. Liu Li 2nikk 246 - - - 246
Ms. Liu Hongyu =nt 246 - - - 246
Mr. Fang Yongzhong TkBEE 246 - - - 246
Mr. Wu Tak Lung REEEE 246 - - - 246
984 - - - 984
Chief executive: T -
Mr. Fang Yanshui (note (6)) FEREE (F1:6) - 638 674 39 1,351
Supervisors: 2%
Mr. Quan Huagiang (note (7)) PERLAE (FE(T) - - - - -
Mr. Zhang Hong (note (8)) Kbk (HEEE)) - - - - -
Mr. Guo Weihua PEELE - - - - -
Ms. Liu Ting (note (9)) 2t (zE©O) - 725 - 30 755
Mr. He Bing (note (10)) WES A (FE(10) - 966 - 39 1,005
- 1,691 - 69 1,760
1,144 3,027 1,343 147 5,661

China Machinery Engineering Corporation
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

7. DIRECTORS’, CHIEF EXECUTIVE’S AND 7. EE - THARKRESHMH

SUPERVISORS’ REMUNERATION (CONTINUED) (#4&)

Executive directors, non-executive directors, the HITESE - EHITES - THER

chief executive and supervisors (continued) REEE (4F)

Notes: HieE -

(1) Ms. Ai Wei was elected as an executive director in December (1) XBEAZLER2020F12 ARE BT
2020. LE

(2)  Mr. Zhang Fusheng resigned in September 2020. (2) SREBESLEN20206F9 AFHE -

(3) Mr. Yu Benli resigned in September 2020. (8) ARARILLEN2020F9 ARHE

(4) Mr. Ma Jian was elected as a non-executive director in (4) BEFER2020F9 AREEBIFHIT
September 2020. EEo

(5) Mr. Zhang Zhiyu was elected as a non-executive director in (6) ‘3%5@?5'555@2020&9)%%%7%#%
September 2020. TE=S-

(6) Mr. Fang Yanshui was elected as a executive director in (6) FEKRFER2020%F2 AREERBIT
February 2020. EEo

(7)  Mr. Quan Huagiang resigned in February 2020. (7) ZEBRTERN2020F2 AFHE -

(8) Mr. Zhang Hong was elected as a supervisor in September (8) SRSAFBER2020F9 AREREE
2020.

(9) Ms. Liu Ting resigned in November 2020. () BIEZLH20204 11 ABHE -

(10) Mr. He Bing was elected as a supervisor in November 2020. (10) AR AER20205F 11 AEERES
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

328

7. DIRECTORS’, CHIEF EXECUTIVE’S AND 7. EE - TRARKRESHMH
SUPERVISORS’ REMUNERATION (CONTINUED) &)
Executive directors, non-executive directors, the HITES - kHTES » THER
chief executive and supervisors (continued) REE ()
Salaries,
allowances  Performance Pension
and benefits related scheme Total
Fees in kind bonuses contributions  remuneration
‘ #%o2ER BRAEN RAESE _
He ENia HEA =K HM A
AUB'00)  RMB'OCO  AWB'000  RMB'OC0  AMB'00
ANEBEFT  ARETT ARETT AREFT AREFT
2019 20195
Executive directors: 978%:
Mr. Zhang Chun (note (1)) 2 A4 (EE()) - 652 - 50 702
Mr. Han Xiaojun (note (2)) REFLA () - 652 991 50 1,693
- 1,304 991 100 2,395
Non-executive directors: FHnES
Mr. Bai Shaotong (note (3)) B (FE) - = = = -
Mr. Zhang Fusheng REEE 80 36 - - 116
Mr. Yu Benli RARREE 80 32 - - 12
160 68 - - 228
Independent non-executive directors:  BUFHTEE
Mr. Liu Li 2nik 246 - - - 246
Ms. Liu Hongyu Bmras 246 - - - 246
Mr. Fang Yongzhong TkBEE 246 - - - 246
Mr. Wu Tak Lung REELE 246 - - - 246
984 - - - 984
Chief executive: T :
Mr. Fang Yanshui (note (4)) HEREE () - 554 843 50 1,447
Supenvisors: =
Mr. Quan Huagiang REREL - - - - -
Mr. Qian Xiangdong (note (5)) EmREE (FEEE) - - = = =
Mr. Guo Weihua (note (6)) Pzt (Fe) - - = =
Ms. Liu Ting fEaT - 765 - 50 815
- 765 - 50 815
1,144 2,691 1,834 200 5,869
Notes: /]/]tgf -

(1) Mr. Zhang Chun resigned in November 2019.
(2)  Mr. Han Xiaojun resigned in November 2019.

(38) Mr. Bai Shaotong was elected as the chairman and a non-
executive director in December 2019.

(4) Mr. Fang Yanshui was elected as the chief executive in

December 2019.

(5)  Mr. Qian Xiangdong resigned in June 2019.

(6) Mr. Guo Weihua was elected as a supervisor in June 2019.

China Machinery Engineering Corporation
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

8. FIVE HIGHEST PAID EMPLOYEES 8. HUBEHMES

The five highest paid employees during the year included FA - Afus=FMEEBE—BH
one executive director and the chief executive (2019: one TEERITHAEE (2019F : —&H
executive director and the chief executive), details of whose TESRITHAH) - BENEFMFE
remuneration are set out in note 7 above. Details of the BN A7 c FABRERRRE
remuneration for the year of the remaining three (2019: three) F - ETTHARTIEESHNRT =5
highest paid employees who are neither a director, chief (20194 : =) &= H B (E & &9 37 B

executive nor supervisor of the Company are as follows: BT
2020 2019
20204 20194
RMB’000 RMB’ 000

ARETFT ARETT

Salaries, allowances and benefits in kind e R REWHE 1,900 1,663
Performance related bonuses B 3R IR BN AR E AL 2,008 2,528
Pension scheme contributions RIREEHEIHE IR 116 150
4,024 4,341
The number of non-director, non-chief executive and non- HMEULNTSHENIEES - FITHE
supervisor highest paid employees whose remuneration fell HEEEERRTMEEAZRAT :

within the following band is as follows:

Number of employees

EEAH
2020 2019
2020 20194
HK$1,500,001 to HK$2,000,000 1,500,001 /6T %2
2,000,000/ 7T 3 3
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BT EE SRR M AL

31 December 2020 ¢ 2020412 A31H

INCOME TAX

Pursuant to the relevant laws and regulations in the PRC, the
statutory enterprise income tax rate of 25% is applied to the
Company’s Mainland China subsidiaries for the years ended
31 December 2020 and 2019, except for certain Mainland
China subsidiaries of the Company which were entitled to
the preferential tax rate of 15% (2019: 15%) because they
are recognised as high and new technology enterprises by
the local governments in the PRC, and certain Mainland
China subsidiaries of the Company which were entitled to
the preferential tax rate of 10% or 5% since 2019 because
they are small and micro businesses.

Hong Kong profits tax has been provided at the rate of
16.5% (2019: 16.5%) on the estimated assessable profits
arising in Hong Kong during the year. Taxes on profits
assessable elsewhere have been calculated at the rates of
tax prevailing in the countries (or jurisdictions) in which the

Fri&%t

BIE R EABERRER  ARER
B A B B A R R AL = 2020F &
2019F 12 A1 HILFEBABREE
CEMBHRBTEEERE25% ' AR A
/% T o B At BT B A B 4 R B i
FRNRERMZMEEMAREE
B15% (20194 : 15%)NEEF R -
EARRNETHBEAMHE QR B
20194 # E H A /N AR FIl 1 3 1 5 4
ZE10%H5% HEEFLEBRIN o

BANGHIRERNEEEEEN
st FEER i m 3%216.5% (20194 :
16.5%) AT R IRHE o RE fth it [= ) 8
REFEDEAEBEEMENER
(HAVERER) RERAT R ERIE -

Group operates.

2020 2019
20204 20194
RMB’000 RMB’ 000
AREFT ARETFT
(Restated)
(&)
Current income tax — Mainland China BERFR1S R — AP B KR
Charge for the year REEEE 340,261 744,763
Underprovision/(Overprovision) BEFERETR
in prior years (HEBEEREE) 12,249 (30,954)
Current income tax — Hong Kong BVERFTIS T — B
Charge for the year REFEE 2,971 9,734
Underprovision/(Overprovision) BEFEREEIR
in prior years (HBRERE) 842 (18,361)
Current income tax — Others BVERFTIS L — HAtb
Charge for the year REFZE 5,118 10,808
(Overprovision)/Underprovision BEFE (BEREE),
in prior years BETR (2,370) 2,437
Deferred income tax REFTISHE 18,584 (85,005)
Total tax charge for the year from REFELEELR
continuing operations FEBIEL LR 377,655 638,422

China Machinery Engineering Corporation
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

9. INCOME TAX (CONTINUED) 9. FifiS® (&)
A reconciliation of the tax expense applicable to profit before BARRNRREKXZHM B A E P
tax at the statutory rates for the countries (or jurisdictions) in BIR (KalEER) EEREFEZ
which the Company and the majority of its subsidiaries are R A B & K A 2 IR B 2 B AR B R
domiciled to the tax expense at the effective tax rates is as HEFE 2 BERIOEEROT ¢
follows:
2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥ T AREFT
(Restated)
(Et)
Profit before tax from continuing operations 3k BB KL £ H
BR A5 A A 1,577,901 2,838,685
Tax at the statutory tax rate BETEREFENTIA 394,475 709,671
Lower tax rate(s) for specific provinces or FEEA Dt & RHlE
enacted by local authority EOER S (63,515) (10,635)
Profits and losses attributable to joint ventures & & A & RE#E A & &l
and associates S ) Kz 548 (58,331) (56,586)
Income not subject to tax B R e (30,816) (28,241)
Adjustments in respect of current tax of LB E AR BN EAF TE VR
previous periods B B 10,721 (41,878)
Expenses not deductible for tax ARMHIF A 106,690 74,673
Tax losses utilised from previous periods & FAB A B AT I EE (3,297) (2,300)
Others HAb 21,728 (6,282)
Tax charge at the Group’s effective rate from 3K B B K& 2K
continuing operations BAREBE TR R
FTEOBIAX 377,655 638,422
The share of tax attributable to associates and joint ventures LB E AR REERARIRIBES A A
amounting to RMB53,271,000 (2019: RMB49,630,000) AR#53,271,0007T(20194F : AR
and RMB5,060,000 (2019: RMB6,956,000), respectively, is #49,630,0007T) & A E#5,060,000
included in “Share of profits and losses of joint ventures and JL(20194F : AR¥6,956,0007T) © E
associates” in the consolidated statement of profit or loss. SFAGHEERIEHEEE R LGS

RAENEMREER]A
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

10. PROFIT ATTRIBUTABLE TO OWNERS OF 10. FERNBAREE ANEF
THE PARENT
The consolidated profit attributable to owners of the parent HE2020F12A31BILFERE
for the year ended 31 December 2020 includes a profit of RERARHEEANEHEFBED
RMB765,911,000 (2019: RMB1,589,476,000) which has RARRMBHRER AR HENAR
been dealt with in the financial statements of the Company. ¥ 765,911,0007T (20194 : ARM

1,589,476,0007T) °

11. DIVIDENDS 11. RE
2020 2019
2020F 20194
RMB’000 RMB’ 000
AR#FT AREFT
Proposed final dividend of Nil BORRER B B L AR
(2019: RMB0.1586) per ordinary share AREZT

(20195 : AR¥0.15867T) - 654,336
On 25 March 2021, the board did not propose to distribute MR202143A25H » E=EE T EHM
a dividend for the year ended 31 December 2020 to the MR HRREEE Z=2020F 12 A31 H IEF
shareholders, subject to the approval of the Company’s ERRE - HEAEARRRRENLEER

shareholders at the forthcoming annual general meeting. RBFAE LI o

332 China Machinery Engineering Corporation
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11. DIVIDENDS (CONTINUED)

Pursuant to the State Administration of Taxation Circular
Guoshuihan [2008] No. 897, the Company is required to
withhold a 10% enterprise income tax when it distributes
dividends to its non-resident enterprise shareholders out
of the profit earned in 2008 and beyond. In respect of all
shareholders whose names appear on the Company’s
register of members who are not individuals, which are
considered as non-resident enterprise shareholders, the
Company will distribute the dividends after deducting
enterprise income tax at the rate of 10%.

Due to the repeal of Guoshuifa [1993] No. 45 Circular on
the Questions Concerning Tax on the Profits Earned by
Enterprises with Foreign Investment, Foreign Enterprises
and Individual Foreigners from the Transfer of Stocks (Stock
Rights) and on Dividend Income, the Company is required,
from 4 January 2011 under the Individual Income Tax Law
of the PRC and its implementation rules and regulations, to
withhold and pay individual income tax at rates ranging from
10% to 20% when it distributes dividends to its non-PRC
resident individual shareholders out of the profits earned in
2010 and beyond.

BT EE SRR M AL

31 December 2020 » 2020412 831 H

11. RE (&)

RRBIR M A BB AN (R
[2008]58975%) + A A T B 20084 K&
LAER RS A BRI EIEE REZERRE
RERER - FERIM10% BN
B8 - HRBI AR RIREBMAIFT
BIFEARR (AR RIEEREER
BRER) + ARBEEHBR10% B TSR
BIREEARS -

ARCERIINEIRE R ZE - N5
MINEEAMGIRE (ARHE) B E e
AR 2R A YA el RE A 38 ) (B A 3%
[1993]% 455 ) EALRELIE - B20114
1H4BRARAEREBE(PEARHKL
ABE A FTFTE ) R BB i 60 &R
TE © B20104F R IATE RS A E R FEH
BlfE RMEAARRIKERER - AR
RE10%E20% K EAFTSHEL ©
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BT EE SRR M AL

31 December 2020 ¢ 2020412 A31H

12. EARNINGS PER SHARE ATTRIBUTABLE 12. GFEASBAREBEREEEA
TO ORDINARY EQUITY HOLDERS OF THE HERER
PARENT
The calculation of the basic earnings per share amount is BRERBRNTDIRFEANFEBRE AT
based on the profit for the year attributable to ordinary equity LR IT A ARG &R a9
holders of the parent, and the weighted average number of S5 84,125,700,000 % (20194 :
4,125,700,000 (2019: 4,125,700,000) ordinary shares. 4,125,700,000% ) 5+ & °
The calculation of basic earnings per share is based on: BREARRFOFTENAT :
2020 2019
20204 20194
RMB’000 RMB’ 000
AR#FT AREFT
(Restated)
(Fi)
Earnings BF|
Profit attributable to ordinary equity holders of =t&E &IREARZF T AR
the parent used in the basic earnings per FENE AR T BER
share calculation =B AR 1,186,591 2,193,493

Number of shares

v =]
2020 2019
2020 20194
Thousand Thousand
shares shares
Fie Fhg
Shares gy
Weighted average number of ordinary shares =T & &% F AR Z F Bt A &9
in issue during the year used in the basic FABETERERL
earnings per share calculation In#EFI9EK 4,125,700 4,125,700
The Group had no potentially dilutive ordinary shares in issue BHE2020F %2019 12 A31 H It5F
during the years ended 31 December 2020 and 2019. B AEBEWEEEEEEHTER

B e
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13. PROPERTY, PLANT AND EQUIPMENT

BT EE SRR M AL

31 December 2020 » 2020412 831 H

13. % - BERRE

Office
Motor and other  Construction
Buildings vehicles  equipment  in progress Total
BF e Hith s hEEIRE st
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
ARETT AREFT ARETT AREFT AREFT
Cost: B
At 1 January 2019 (Restated) 720191 A18 (Ziit) 1,801,768 128,165 259,406 828,983 3,018,322
Additions A 59,913 4,159 40,463 194,914 299,449
Acquisition of a subsidiary WEEH B AR 42,997 - 21,054 - 64,051
Transfer to right-of-use assets BAFAEEE (FizE15a)

(note 15a) - - - (9,688) (9,688)
Transfer to investment BAREME (Fi:E14)

properties (note 14) (9,002) - - (24) (9,026)
Transfer from investment BagREmE (fE14)

properties (note 14) 377 - - - 377
Disposals BE (33,561) (17,726) (8,316) - (59,603)
Others Hth 4,049 508 2,844 - 7,401
At 31 December 2019 2019412 H31H

(Restated) (Et) 1,866,541 115,106 315,451 1,014,185 3,311,283
At 1 January 2020 R2020%1H1H 1,866,541 115,106 315451 1,014,185 3,311,283
Additions NE 7 7,769 63,729 283,477 355,046
Transfers B 919,014 - 97,190  (1,016,204) -
Transfer from investment BagREmx (fx14)

properties (note 14) 1,903 - - - 1,903
Transfer to intangible assets B AR EE (KizE16)

(note 16) - - - (12,249) (12,249)
Disposals BE (1,362) (7,073) (19,034) - (27,469)
Others Hfth (5,713) 686 (978) - (6,005)
At 31 December 2020 #K2020F12 311 2,780,454 116,488 456,358 269,209 3,622,509
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

13. PROPERTY, PLANT AND EQUIPMENT 13. Y% - BMEKRE (A)
(CONTINUED)
Office
Motor and other  Construction
Buildings vehicles  equipment  in progress Total
PLOR
BF AE HitRE W ERIE @t

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ANBETL ARETT ARETT ARETT ARETT

Accumulated depreciation EifTERFEE
and impairment:

At 1 January 2019 (Restated) 7201941 A1 8 (Ziit) (5609,658) (100,238) (135,290) (130) (745,316)
Charge for the year FRXH (59,456) (8,590) (29,275) = (97,321)
Transfer to investment BAREME (fizE14)

properties (note 14) 3,574 - - - 3,574
Transfer from investment BakEmE (KE14)

properties (note 14) (356) - - - (356)
Written back on disposals RERRER 401 15,371 7,571 - 23,343
At 31 December 2019 R2019E12 A31H (Eit)

(Restated) (565,495) (93,457) (156,994) (130) (816,076)
At 1 January 2020 R2020%F1A1H (565,495) (93,457) (156,994) (130) (816,076)
Charge for the year FRY M (76,032) (5,462) (36,327) - (117,821)
Transfer from investment BakEmE (zE14)

properties (note 14) (735) - - - (735)
Written back on disposals RERER 1,294 5,126 11,810 - 18,230
At 31 December 2020 R2020%12 A31H (640,968) (93,793) (181,511) (130) (916,402)
Net book value: REFE
At 31 December 2019 2019412 318 (Ei)

(Restated) 1,301,046 21,649 158,457 1,014,055 2,495,207
At 31 December 2020 R2020F12 A31H 2,139,486 22,695 274,847 269,079 2,706,107
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13. PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

(@)

An analysis of the net book values of buildings is as

BT EE SRR M AL

31 December 2020 » 2020412 831 H

13. ¥I% - BMEKRE (&)

(@) BFOREFESFAOT

follows:

2020 2019
20204 20194
RMB’000 RMB’ 000
ARE T T ARETFor
(Restated)
(ZEat)

Outside Hong Kong BB LASN
— Long-term leases — REIEE 1,064,605 465,030
— Medium-term leases — hEHE 965,958 796,029
— Freehold — KA R 107,318 39,987
2,137,881 1,301,046

As at 31 December 2020, certain of the Group’s
borrowings of RMB60,661,000 (31 December 2019:
RMB74,454,000) were secured by certain of the
Group’s buildings with an aggregate net book value of
RMB31,584,000 (31 December 2019: RMB33,999,000),
which included borrowings of RMB38,661,000
(31 December 2019: RMB47,140,000) secured by
investment properties (note 14) and right-of-use assets
(note 15) in addition to property, plant and equipment
as mentioned above.

(b) M2020F12831H » AEB A
R#60,661,0007T (2019412 A
318 : AR¥74,454,00070) B9
HETEERASEREAFER
AER#31,584,0007T (20194512
A31H : AR®33,999,0007T)
WETEFERR  EPARE
38,661,0007T (20194 12 A 31
B : AR¥47,140,0007T) K&
ERREME (MsE14) A A
BE (H5E15) AR Btz R Y
% B RERBIEER
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BT EE SRR M AL

31 December 2020 ¢ 2020412 A31H

14. INVESTMENT PROPERTIES 14. REWE
2020 2019
20204 20194
RMB’000 RMB’ 000
AR#FT AREFT
(Restated)
(Fi)
Cost: A :

At the beginning of the year NG 745,539 736,898

Transfer from property, plant and equipment B BE%E - M= LR&RE

(note 13) (F47E13) - 9,026
Transfer to property, plant and equipment BAYE - BE k&

(note 13) (F5E13) (1,903) (377)
Others HAftb = (8)
At the end of the year NG N 743,636 745,539
Accumulated depreciation: ZTHIE
At the beginning of the year NG (112,946) (94,248)
Charge for the year FRZ W (16,322) (15,480)
Transfer from property, plant and equipment B BE%¥ - M= L&RE

(note 13) (FFzE13) - (3,574)
Transfer to property, plant and equipment BAMZE - BEREE

(note 13) (F47E13) 735 356
At the end of the year RER (128,533) (112,946)
Net book value: BRMEFE - 615,103 632,593

REERKRE Y EBIEP B ARE KR
AFGELEFEYE - ARAIESF
ERESEDMEZHE - FHEER
b ETBEEXEENKREME -
AEEMNKREWER2020F12 A
STHEE—ATFRBEMEEREE
BERERAR (BEANBIEER
HEMESM EFHEARARKE
2,267,419,0007t (20194 (&) :
AR¥2,037,955,0007T) °

The Group’s investment properties consist of certain
commercial properties in Mainland China and Australia.
The directors of the Company have determined that the
investment properties are commercial assets, based on
the nature, characteristics and risks of each property.
The Group’s investment properties were revalued on
31 December 2020 based on valuations performed by
Savills Corporate Appraisal and Advisory Limited, a
firm of independent qualified valuers in Hong Kong, at
RMB2,267,419,000 (2019 (Restated): RMB2,037,955,000).
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14. INVESTMENT PROPERTIES (CONTINUED)
The investment properties are leased to third parties under
operating leases, further summary details of which are
included in note 15 to the financial statements.

Fair value hierarchy

The following table illustrates the fair value measurement
hierarchy of the Group’s investment properties:

BT EE SRR M AL

31 December 2020 » 2020412 831 H

14. REWE (F)

REMENLZHRESTABRTE=
o HE-IHEFBRRNEBHRE

BsE15 ©

DMREEER

TRINRAEBEREME R BER

SER :

Fair value as at 31
December 2020

Fair value as at 31
December 2019

Significant Significant

unobservable unobservable

inputs inputs

(Level 3) (Level 3)

#20204F 20194

1283181 12 A31 BHY

DNAREBEEEK ARBEEEXN

THBEEA N BREA

& (5F34%) g (£34%)

Recurring fair value measurement for: & & ERA L BEFE : RMB’000 RMB’ 000
AR¥ T AREFT

(Restated)

(E)

Commercial properties [SEZ/ES 2,267,419 2,037,955

FR - FIREFOR2EILENRE
Eff=28% @ NMEEAREHEIR
(20194 : 4®) -

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 (2019: Nil).
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BT EE SRR M AL

31 December 2020 ¢ 2020412 A31H

14. INVESTMENT PROPERTIES (CONTINUED) 14. BEY (&)

340

Fair value hierarchy (continued)

Below is a summary of the valuation techniques used and
the key inputs to the valuation of investment properties:

Valuation techniques Significant unobservable inputs

[REERBR (&)

REYEMBEETER T BHER
AEEBEA AT

Range or weighted average

feER EATHEEHAEE BENMEFY
2020 2019
2020%F 20194

Commercial properties ~ Term and reversion Estimated rental value (per s.g.m. and per month)  0.49 to 218 0.48 to 206

[EEZUES FHRES fhstEeBE(BYAAEBA) 0.49Z218 0.48%206
Rent growth (p.a.) 0% 0%
MERRE(8F) 0% 0%
Long term vacancy rate 0% to 25% 0%
REEEX 0% Z25% 0%
Yield 4% to 7% 3.5% t0 7%
@ H= 4%ZE 7% 3.5%Z7%

Under the income approach, the term and reversion
approach in particular, the rental income derived from the
existing tenancies with due allowance for the reversionary
potential of the property is capitalised at the capitalisation
rate. The estimated total net leased income is capitalised
over the remaining term of land use rights of the property
at an appropriate market yield expected by investors for the
type of properties.

As at 31 December 2020, certain of the Group’s borrowings
of RMB38,661,000 (31 December 2019: RMB47,140,000)
were secured by certain of the Group’s investment properties
with an aggregate net book value of RMB46,396,000 (2019:
RMB47,335,000).

China Machinery Engineering Corporation
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wR A LERFHRERE -
RREHEAOANESBRAZERZMEE
BENINEEHERENMCETUE
e - A FRERRIRREE
HAFBAYEFAINEE T 5 E R
ERWMERTHIMERBEFHAT
BRI -

M2020F12 A31H » AEBARE
38,661,0007T (20194F12 A31H : A
R¥47,140,00070) A TEERAN
SEREZFEA AR 46,396,000
7L (20194 : AR#¥47,335,0007T)
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

15. LEASES 15. HE

The Group as a lessee AEBERABEA
AEEREZELER ZHE R
BEHMBEEAH - CIRATEL —XIE
MRAREFT KBRS L - AHA
S6ZE504F « MIRIKZS T ER 5
P BT ERELEMRIE - BE
R AREN T2E5F -

The Group has lease contracts for various items of plant
and machinery used in its operations. Lump sum payments
were made upfront to acquire the leasehold land from the
owners with lease periods of 36 to 50 years, and no ongoing
payments will be made under the terms of these land leases.
Leases of plant and machinery generally have lease terms
between 2 and 5 years.

(a) Right-of-use assets

(a) RAEEE

The carrying amounts of the Group’s right-of-use assets REEFAEAEEENREE

and the movements during the year are as follows: MEHWNT :
Leasehold Plant and
land machinery Total
HELH KEREW e
RMB’000 RMB’000 RMB’000
AREFT AREFT AREFTT
As at 1 January 2019 (Restated) 7R20194F1 A1H
(&) 1,773,940 88,205 1,862,145
Additions NE - 17,725 17,725
Transfer from property, plant and BEWME  BEREE
equipment (note 13) (FFzE13) 9,688 = 9,688
Depreciation charge meEM% (47,358) (35,574) (82,932)
As at 31 December 2019 (Restated) 2019412 A31H
and 1 January 2020 (Fil) R
20201 H1H 1,736,270 70,356 1,806,626
Additions = 759 42,551 43,310
Depreciation charge TEMX (47,200) (21,149) (68,349)
Early termination of leases RELIEHEE - (19,758) (19,758)
As at 31 December 2020 72020412 A31H 1,689,829 72,000 1,761,829

As at 31 December 2020, certain of the Group’s
borrowings of RMB38,661,000 (31 December 2019:
RMB47,140,000) were secured by certain of the
Group’s right-of-use assets with an aggregate net book
value of RMB742,000 (2019: RMB758,000).

R2020%F12A31H » KEE A
R#38,661,0007T (2019412 A
318 : AR®47,140,00070) H
ATEERASBEEAATES
AR¥ET742,0007T (20194 = A
R#&758,0007T) WA THEAESE
EEHEA -
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

15. LEASES (CONTINUED) 15. HE (&)

The Group as a lessee (continued) AEEEREBA (F)
(b) Lease liabilities

(b) HEAE

FRHERBENEREERES N

The carrying amount of lease liabilities and the

342

movements during the year are as follows:

™

2020 2019

20204 20194

RMB’000 RMB’000

ARMFT ARETFT

At beginning of year REH] 64,232 85,759

New leases S 41,920 16,706

Accretion of interest recognised during

the year FRE RN SILE 4,214 3,148

Payments BES (45,424) (41,461)

Early termination of leases RELIEHEE (5,750) -

Other =i 9,547 80

At end of year RER 68,739 64,232
Analysed into: paRiv= I

Current portion mENER D 36,443 27,854

Non-current portion FEmENE D 32,296 36,378

China Machinery Engineering Corporation
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BT EE SRR M AL

31 December 2020 » 2020412 831 H

15. LEASES (CONTINUED) 15. & (&)
The Group as a lessee (continued) AEBEEREBA (F)
(c) The amounts recognised in profit or loss in relation (c) Rz PR R E R = E 20
to leases are as follows: T
2020 2019
20205 20194
RMB’000 RMB’ 000

ARETFT ARETT

Interest on lease liabilities HEBENE 4,214 3,148
Depreciation charge of right-of-use assets {#FB#E&EEITEF X 68,349 82,932

Expense relating to short-term leases, B HEE - SR TR
other leases with remaining lease terms 2019412 A 31 Hek Z Al
ended on or before 31 December 2019  [EmME A E MKEE

and leases of low-value assets BEHERENMAY 8,461 25,102

Total amount recognised in profit or loss fBzs R ERFIBEEE 81,024 111,182
The Group as a lessor AEEERHBEA
The Group leases its investment properties (note 14). The AEEHBEEEYZE (MI5E14) ° %
terms of the leases generally require the tenants to pay SHEMNKRBE BB MER
security deposits and provide for periodic rent adjustments ReWREBESERRITHAETELHM
according to the then prevailing market conditions. Rental SHE  FRAREENE BRES K
income recognised by the Group during the year was ABEANRE151,320,0007T (20194
RMB151,320,000 (2019 (Restated): RMB149,533,000), (Eat) : AR¥149,633,0007T) ' &#F
details of which are included in note 5 to the financial ISE B TR R HTEES ©
statements.
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

15. LEASES (CONTINUED) 15. HE (&)
The Group as a lessor (Continued) AEEEREBA (F)
At 31 December 2020, the undiscounted lease payments R2020%F12A31H - BEAEBIR
receivable by the Group in future periods under non- EHEBRP A HHESCEHENE
cancellable operating leases with its tenants are as follows: WRBLIRAERIBLAT ¢
2020 2019
20204 20194
RMB’000 RMB’ 000
AR#FT AREFT
(Restated)
(&)
Within one year —&FR 94,823 89,606
After one year but within two years —FLA EEMFELAR 37,112 84,422
After two years but within three years MEL B =F AR 24,796 33,243
After three years but within four years =F A L ENFELR 15,725 15,940
After four years but within five years MEL EEBRFUR 8,256 11,127
After five years AFMNUE - 9,288
180,712 243,626
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Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 » 2020412 831 H

16. B EE

Concession Software
assets and others Total
BHLEEE H4REM et
RMB’000 RMB’000 RMB’000
ANR¥TFT ARBEFT AR¥FT
Cost: B
At 1 January 2019 R2019F1 A1H 473,457 39,160 512,617
Additions NE = 2,074 2,074
Disposals BE - (4,011) (4,011)
Others EAh 331 = 331
At 31 December 2019 R2019F12 A31H 473,788 37,223 511,011
At 1 January 2020 R2020F1 A1H 473,788 37,223 511,011
Additions NE - 25,412 25,412
Transfer from property, plant and B B%E - WME k&G
equipment (note 13) (Bf5E13) - 12,249 12,249
Disposals RE - (13,487) (13,487)
Others EAh (1,371) - (1,371)
At 31 December 2020 7202012 A31H 472,417 61,397 533,814
Accumulated amortisation: s § i
At 1 January 2019 R2019F1 A1 H (29,428) (18,373) (47,801)
Charge for the year FREH (19,181) (6,815) (25,996)
Disposals BE - 3,342 3,342
At 31 December 2019 7201912 A31H (48,609) (21,846) (70,455)
At 1 January 2020 7R2020F1 A1 H (48,609) (21,846) (70,455)
Charge for the year FRALH (19,180) (12,312) (31,492)
Disposals RE - 12,186 12,186
Others HAth 129 - 129
At 31 December 2020 202012 A31H (67,660) (21,972) (89,632)
Net book value: BRMENEE -
At 31 December 2019 R2019F12 A31H 425,179 15,377 440,556
At 31 December 2020 202012 A31H 404,757 39,425 444,182

Concession assets represent assets under “Build-Operate-
Transfer” service concession arrangements and mainly
consist of hydropower stations in Laos. The cost of
concession assets which have been put into operation at
31 December 2020 amounted to RMB472,417,000 (31
December 2019: RMB473,788,000). The decrease was due
to exchange rate changes.

HHCEEEAER  KLERKBRR
BRI ETHEE  TEARMUNE
BRIKEY - FHCEEEDRAZ
2 EBERTEEEENR2020F12
A31 BRI A B AR 472,417,000
T (2019%F12A31H : AR
473,788,0007T) ° B R & A M K &
gjj °
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

17. INVESTMENTS IN JOINT VENTURES 17. HE8E QA ANIKRE
2020 2019
2020 F 20194
RMB’000 RMB’ 000
AREFT ARBFT
Share of net assets JEfh & EFRE 418,639 405,798

Particulars of the joint ventures are as follows: BENTINFMEERDT

Percentage of
ownership interest,
Particulars of Place and date of voting power and Principal
Name issued shares held registration profit sharing activities
fiEkREs REER
£ FERERTROFE SREEREH BHAREAL  IEEE
China National Guo Lian Development Registered capital of The PRC 41.75% Engineering design
New Energy (Wuxi) Co., Ltd. RMB478,998,300 4 November 2014
PREBESMARERARLR  EMEXR G a.75%  IEH
AEH478,998,3007 2014511 A4
CMIPC Huajin Gasting Co., Ltd. Registered capital of The PRC 34% Metal casting production
RMB251,390,000 31 March 2015
WP RERBEERAT AMERA t U%  SEEE4E
ARH251,300,0000  201553A31A
China Machinery Metal Jiangsu Registered capital of The PRC 25% Metal manufacturing
Co., Ltd. RMB100,000,000 31 August 2016
Ak BIHERAR AMERA i %% SRS
AK#100,000,00070  2016%8A31H

China Machinery Engineering Corporation
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Notes to the Financial Statements

17. INVESTMENTS IN JOINT VENTURES

(CONTINUED)

The following table illustrates the summarised financial

BT EE SRR M AL

31 December 2020 » 2020412 831 H

17. HEE R ANRE (F)

TR AP REGES N ERERS

information of China National Guo Lian Development New RARIMMIEERBEE
Energy (Wuxi) Co., Ltd.:
2020 2019
20205 20194
RMB’000 RMB’000
AR¥FT AREFT
Current assets MENEE 408,199 366,969
Non-current assets ERBEE 1,543,806 1,577,953
Current liabilities mENEE (226,753) (193,221)
Non-current liabilities EmEAE (930,633) (983,276)
794,619 768,425
Non-controlling interests eI R (90,461) (80,954)
Total equity attributable to owners of ﬂ%ﬁ/\%fﬁ
the parent % S4B =E 704,158 687,471
Proportion of the Group’s ownership AR RELLAI 41.75% 41.75%
Group’s share of net assets of the REERGEE AR
joint venture K& R 203,986 287,019
Revenue WA 230,551 228,463
Cost of sales $HE KA (108,365) (104,355)
Expenses 53 (73,305) (50,669)
Profit before tax B 35 A A 48,881 73,439
Tax T8 (3,497) (4,880)
Profit after tax BR 5 12 )i A 45,384 68,559
Other comprehensive income H iR & Was - -
Total comprehensive income RE W AREE 45,384 68,559
Total comprehensive income attributable B ARIEE AFEG
to owners of the parent e ke 4aEs 33,128 59,341
Proportion of the Group’s ownership RE BB RELLBI 41.75% 41.75%
Group’s share of profit after tax of the AEBELEEE AT
joint venture B BR 75 1% 58 A1 13,831 24,537
Share of total comprehensive income JE(E4R & W= 4258 13,831 24,537
Dividend received U BR A A% 8, 6,864 =
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17. INVESTMENTS IN JOINT VENTURES 17. HEE R RNRE ()
(CONTINUED)
The following table illustrates the summarised financial TRINRLAFRESZSEBR QA
information of CMIPC Huajin Casting Co., Ltd.: KA TS BRI E
2020 2019
2020F 20194
RMB’000 RMB’ 000
AR#FT AREFT
Current assets mEEE 321,299 329,504
Non-current assets EMEEE 192,840 200,121
Current liabilities MEEE (232,998) (264,869)
Net assets BEFER 281,141 264,756
Proportion of the Group’s ownership NEEEEEL G 34% 34%
Group’s share of net assets of REERGEERA
the joint venture BB EFRE 95,588 90,017
Revenue WA 522,821 581,030
Cost of sales SHE R (455,652) (511,508)
Expenses s (49,384) (61,992)
Profit before tax B A5 B g A 17,785 7,535
Tax T8 - -
Profit after tax BR B 1% )4 A 17,785 7,535
Other comprehensive income H 4R & W - -
Total comprehensive income RE W REE 17,785 7,535
Proportion of the Group’s ownership NEE S L 34% 34%
Group’s share of profit after tax of the AEBEEEEE QT
joint venture R 5 12 0 A 6,047 2,562
Share of total comprehensive income FE(E4RE W 42 sE 6,047 2,562
Dividend received T ER /9 3% 2. 476 =

China Machinery Engineering Corporation
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17. INVESTMENTS IN JOINT VENTURES 17. HEE R RNRE ()
(CONTINUED)
The following table illustrates the aggregate financial TRINTASEEGERR (ERmE
information of the Group’s joint ventures that are not FEE)WERYEER

individually material:

2020 2019
2020 20194
RMB’000 RMB’000

ARETFT ARETT

Share of the joint ventures’ profit for the year EWFETHQ%’R A4 7l 362 726
Share of the joint ventures’ total comprehensive E{h & & A al4r A U z5 4258

income 362 726

Aggregate carrying amount of the Group’s AEEREGENARE
investments in the joint ventures KRR E AR E 29,065 28,762
18. INVESTMENTS IN ASSOCIATES 18. B E N TINKRE

2020 2019

20204 20194

RMB’000 RMB’ 000

AREFT ARETT

Share of net assets FEIEEEFE 1,509,785 1,368,578
The Group’s trade receivable and payable balances with the A& B HEHEEE N A E S EWSIE R
associates are disclosed in notes 22 and 24 to the financial JET R IB &% D B I SRR fi5E22
statements, respectively. K24 FE o
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18. INVESTMENTS IN ASSOCIATES 18. HEE N TIMNIRE (&)

(CONTINUED)

Particulars of the associates are as follows: Bt A RMEIBLT

Particulars of issued

Place and date of

Percentage of
ownership interest,
voting power and

Name shares held registration profit sharing Principal activities
FEgEs  RER
2B FRAEERTRAFE SRLEREH REHsBRESE  FTEXE
Engro Powergen Thar (Private) PKR12,455,120,000 Pakistan 35% Power station construction
Limited 23 September 2014 and operation
ZREERENLA 12,455,120,000 EEHA 3%  EMBEREE
BEfEEL 2014469A23H
Ningguo Investment Co., Ltd. RMB5,000,000 The PRC 40% Investment in infrastructure
27 March 2014
EFRRRERRAT AR 5,000,0007C e 40%  EHRERE
201453278
Beijing Union Glory Investment Co., ~ RMB10,000,000 The PRC 45% Investment in infrastructure
Ltd. 4 March 1999
IRPERRRERRAA AK#10,000,0007C HE 4%  ERRHERE
19993 A4H
China National Machinery Industry ~ RMB381,971,000 The PRC 19.29% Commercial exhibition and
International Co., Ltd.* 21 May 1988 international trade
B IR S fER D BIR A A ARH381,971,0007T HE 19.29% HEeRERFES
19885 A21H
Zhuzhou South Electromechanical RMB9,500,000 The PRC 21.05% Accessories manufacturing
Manufacturing Co., Ltd. 31 August 2004
B AR ERERR A AR9,500,0007C e 21.05%  EMEuE
200458318
AIL 1 Pte. Ltd. SGD4,000,000 Singapore 20.10% Investment holding
3 November 2016
AL 1 Pte. Ltd. 4,000,000%1 7 H AR 20.10%  ®EER
2016511 A3A
AL 1 (FPI) Pte. Ltd. SGD4,400,000 Singapore 20.10% Investment holding
29 March 2017
AlL 1 (FPI) Pte. Ltd. 4,400,000%77C HK 2010%  REERK
201743A 297

China Machinery Engineering Corporation
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18. INVESTMENTS IN ASSOCIATES 18. Y A RIMIRE (&)
(CONTINUED)

Percentage of
ownership interest,
Particulars of issued  Place and date of voting power and

Name shares held registration profit sharing Principal activities
Frekgs REE
2R FsRERTROFE HEMERRAH RENAEESE  FEXRE
Beijing Xinggiao International RMB50,000,000 The PRC 36.00% Professional technical
Engineering Technology Co., Ltd. 3 January 1994 services
G RREERTEHITERAR AR %50,000,0007 i 36.00%  FERIMRE
199441 A3H
Beijing CLP distance power RMB3,000,000 The PRC 30.00% Project management
technology Co., Ltd. 20 July 2010 services
IRRERFENRMBERAF AR#3,000,0007C PE 30.00%  HAEERK
201067 A20H
SINOMACH FINANCE Co., Ltd RMB1,500,000,000 The PRC 21.99% Financial services
25 January 1989
BT EEREEAR ARM%1,500,000,0000  HE 21.99% TR
1989F1 A25H
JiangSu Pangwo Power Engineering  RMB14,710,000 The PRC 32% Housing industry
Co., Ltd 29 February 2016
IHEASNIRERAR AR%14,710,0007 i 2%  EETE
201652 298
Beijing Baoli Real Estate RMB15,000,000 The PRC 40% Real estate
Management Co., Ltd 8 January 2019
ERERNNREEERAT AR¥15,000,0007 i 0%  BHE
201961 A8H
Henan Pingmei Shenma Far East RMB450,000,000 The PRC 15% Wholesale industry
Chemical Co., Ltd 5 December 2018
ABTRBSERICIBERAR AR#450,000,000  FE 15%  BEE
2018%12A5H
*  Although the Group only holds 19.29% and 15% equity * BANEBEFTE R REBEIREE
of China National Machinery Industry International Co., R ARRAA19.20% A KiEEAE
Ltd., and Henan Pingmei Shenma Far East Chemical Co., e SRR THRAR15% 8%
Ltd., respectively, the Group can appoint a director for the - EAREBERI UEZEEEMRAAIN
two companies, respectively. Therefore, the Group has a EE  AMASEEHERRA AL
significant impact on the operation and management of the EEEFBEATE - ALEMRA A
two companies, so the two companies are accounted for as EREERRIARR ©
associates.
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18. INVESTMENTS IN ASSOCIATES

(CONTINUED)

18. HE QN RANKRE (&)

The following table illustrates the summarised financial

TRINRLBEBERENRANGHK

information of Engro Powergen Thar (Private) Limited: BERBEE -
2020 2019
20205 20194
RMB’000 RMB’ 000
AR#FT AR F o
Current assets mEEE 1,244,256 1,899,545
Non-current assets EMENE E 3,018,377 6,860,097
Current liabilities mENEE (175,300) (2,342,961)
Non-current liabilities JEmBIEE (2,262,084) (4,824,906)
Net assets BETH 1,825,249 1,591,775
Proportion of the Group’s ownership NEEEGREL G 35% 35%
Group’s share of net assets of the associate N5 B JE (5B & A A HY
BEFHE 638,837 557,121
Revenue WA 3,228,381 1,406,952
Cost of sales SHE R AR (2,393,191) (1,138,973)
Other (expenses)/income B (), WA (429,797) 97,856
Profit before tax B A5t B A 405,393 365,835
Tax AL (418) (209)
Profit after tax BR At 12 0% A 404,975 365,626
Other comprehensive income H 4R & W - -
Total comprehensive income tRE W s 404,975 365,626
Proportion of the Group’s ownership REE B RELLA 35% 35%
Group’s share of profit after tax of ARE B EGEEE AR
the associate B FE 1% 0 Al 141,741 127,969
Share of total comprehensive income JEMh ARG W B R 141,741 127,969

China Machinery Engineering Corporation
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18. INVESTMENTS IN ASSOCIATES 18. HIE NTINIRE (&)
(CONTINUED)
The following table illustrates the summarised financial TR B A S B R A Rl BB 15 &
information of SINOMACH FINANCE Co., Ltd: BHE
2020 2019
20204 20194
RMB’000 RMB’000

ARETFT ARETT

Total assets BEE 38,347,290 38,798,323
Total liabilities BEERE (35,240,673)  (35,943,258)
Net assets HEE 3,106,617 2,855,065
Proportion of the Group’s ownership NEE B L 21.99% 21.99%

Group’s share of net assets of the associate A& B E(LEEE N R]IH)

BEFHE 683,145 627,829
Revenue WA 958,001 902,700
Cost of sales SHE KA (455,006) (501,190)
Other expenses H R (107,714) (18,782)
Profit before tax R 5t A A A 395,281 382,728
Tax TIE (93,417) (84,926)
Profit after tax BR 512 5 301,864 297,802
Other comprehensive income H bR & W 4,712 115,338
Total comprehensive income e W REE 306,576 413,140
Proportion of the Group’s ownership N E ARG 21.99% 21.99%
Group’s share of profit after tax of ARE B (G & A R
the associate BrF 1% 0 Al 66,380 65,486
Share of total comprehensive income JE(E4R & W ex 4258 67,416 90,849
Dividend received KT ER 9 % 2 12,100 11,963
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18. INVESTMENTS IN ASSOCIATES 18. ¥ E RN RNRE (&)
(CONTINUED)
The following table illustrates the aggregate financial TRIRAE B E QR (@RS
information of the Group’s associates that are not individually FEE)WERYEER
material:
2020 2019
20204 20194
RMB’000 RMB’ 000

ARETFT ARETT

Share of the associates’ profit for F R E D B m A

the year 4,961 5,065
Share of the associates’ total comprehensive JE{GHF & A Fl4R & Uzsiasa

income 4,961 5,065
Aggregate carrying amount of the Group’s AEBEREBE N AIRER

investments in the associates IR ARE 187,803 183,628

354 China Machinery Engineering Corporation
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19. EQUITY INVESTMENTS DESIGNATED 190. U AAEBEFEBEESHFA

AT FAIR VALUE THROUGH OTHER Hihm e W R ERE
COMPREHENSIVE INCOME
As at As at
31 December 31 December
2020 2019
7A20204 R20194
128318 12 A31H
RMB’000 RMB’000
AR¥TFT AR TFT
Listed equity investments, at fair value ETRERE - AR ER
Shenwan Hongyuan Group Co., Ltd RERREEROER
A 7] 69,260 67,161
Jiangsu Expressway Co., Ltd IHEESRAKRSD
BRATA 2,763 3,366
Bank of Beijing Co., Ltd IERIBITROBR A F] 4,783 5,613
76,806 76,140
Unlisted equity investments, at fair value ELETRERE - BAR
EE
Sinomach Capital Holding Corporation Bl & A= BR A A 334,065 321,145
Sindh Engro Coal Mining Co., Ltd iR~y S ST /NG 95,899 50,199
Thar Energy Limited ERENRT 45,396 49,461
Others HAh 79,252 53,714
554,612 474,519
631,418 550,659

HRARERSREREELELE
REBE I - R bl B R B TS AT B
WREE RN A BEFELHEE
FEAEMARS W -

The above equity investments were irrevocably designated at
fair value through other comprehensive income as the Group
considers these investments to be strategic in nature.

HE2020F12A31BIEEE © K
EEKEBEBERNERER QA -
EEBEREERMDAERDR LA
BERERRAEBRMAER AR RER
RMeBERAFNKBE DB AA
R#¥3,300,0007t (20194 : AR
¥3,300,0007T) * AR® 121,000
7T (20194 : AR™121,0007T) *
AR¥1388,0007T (20194 : ARME
118,0007T) & A R¥5,0007T (2019
FmE) o

During the year ended 31 December 2020, the Group
received dividends in the amounts of RMB3,300,000
(2019: RMBS3,300,000), RMB121,000 (2019: RMB121,000),
RMB138,000 (2019: RMB118,000) and RMB5,000 (2019:
Nil) from Sinomach Capital Holding Corporation, Shanghai
Baoding Investment Co., Ltd, Jiangsu Expressway Co., Ltd
and Vouching Technical Inspection Ltd. respectively.
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H

20. INVENTORIES 20. 7€
2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥ T AREFT
(Restated)
(&)
Goods in transit T35 7 o 67,627 3,119
Entrusted processing materials RN TIHE 99,772 144,262
Finished goods ERK 390,253 320,047
557,652 467,428
Provision for impairment VERIEEEL ] (16,749) (633)
540,903 466,795
21. CONTRACT ASSETS 21. ERAEE

31 December 31 December 1 January
2020 2019 2019
2020F 2019%F 2019%F
12A31H 12H31H 1H1H
RMB’000 RMB’ 000 RMB’ 000
AR¥ T AREFoT AREFT
(Restated) (Restated)
(F) (&)

Contract assets arising from: A FNEBEELAMNESREE :
Construction services T AR 7S 4,726,805 5,272,428 4,002,940
4,726,805 5,272,428 4,002,940
Impairment B (82,504) (66,983) (25,107)
4,644,301 5,205,445 3,977,833

China Machinery Engineering Corporation
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21. CONTRACT ASSETS (CONTINUED)

Contract assets are initially recognised for revenue earned
from contracts with customers for the construction. Upon
settlement with the customer, the amounts recognised as
contract assets are reclassified to trade receivables. The
decrease in contract assets in 2020 was the result of the
increase of settlement with the customer at the end of the
year.

During the year ended 31 December 2020, RMB15,521,000
(2019: RMB41,876,000) 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 22 to the financial statements.

As at 31 December 2020, the expected timing of recovery
or settlement for contract assets is subject to the specific
contracts terms and the progress of the performance
obligations.

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

BT EE SRR M AL

31 December 2020 » 2020412 831 H

21. ERIEE (&)

EREEVNIHERTFIIIHEES
RESHKRAER REZFPEH
% ERAEAREBEENSESENS
HEZ FREWE - 2020 F A REER
B BFRERFEEEMATE -

HZE2020F12A31HIEEE - AR
#15,521,00070 (20194 : AR#
41,876,0007) EERASREETR
HERBARE AEEEZTFHX
GG RS AR R B 1S 3k T 5222
PR o

MN2020%F 128318 - SREENTE

AHU Bk A B R R E A R R
EHIEISEE AR H o

/m\ BERENBREREEDHT W

_|

2020 2019

2020%F 20194

RMB’000 RMB’ 000

AR¥FT AREFT

At beginning of year REL] 66,983 25,107
Impairment losses TEEE 41,521 44,791
Impairment losses reversed BRI R E B (26,000) (2,915)
At end of year RER 82,504 66,983
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21. CONTRACT ASSETS (CONTINUED) 21. EREE (&)

358

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 the ageing
of trade receivables for groupings of various customer
segments with similar loss patterns. 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.

Set out below is the information about the credit risk
exposure on the Group’s contract assets using a provision
matrix:

REREBH - HRABEREET
BEST - AT EBRBEREX - &
EARBEZTAMERBRZRESR
TEREWREZRBZABAERIE
K HAEREENMERESFIAHG R
BHEREFE  aREEZRERT)
ERRBUBBERABTRAER D
DR EWE ZRANRERTE - %
AFERRBRMESR  E¥KER
RBEARAISNEBERESTE &
A R 1 B R SRAS B A5k 1 FRORI R0 & 38 S
Al SEER -

BRASERAREBEEAEARE
EZERRARZEMEINDT

2020 2019

20204 20194

(Restated)

(Ei)

Expected credit loss rate TEHR(E R R =X 1.75% 1.27%
Gross carrying amount (RMB’ 000) BmEEE(ARETT) 4,726,805 5,272,428
Expected credit losses (RMB’ 000) FEHERAEX (ARETIT) 82,504 66,983

China Machinery Engineering Corporation
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Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 » 2020412 831 H

2020 2019

20205 20194

Notes RMB’000 RMB’ 000

HteF AR¥ T AREFT

(Restated)

(&)

Bills receivable eSS 276,051 246,064

Trade receivables B 5 W ERIE 6,499,594 7,701,419

Less: Allowance for doubtful debts B REREAE (b) (2,248,244) (2,170,389)

4,527,401 5,777,094

Long-term trade receivables KA 5 EWEIR 4,293,699 3,406,978

Less: Allowance for doubtful debts W REREEE (b) (31,551) (24,450)

4,262,148 3,382,528

Trade and bills receivables B S ik sraa K e E ik (a) 8,789,549 9,159,622

Advances to suppliers TR FE P 3R 2,465,777 2,674,235

Other receivables H fb el skI8 2,829,649 2,686,479
Forward exchange contracts and RHASNES H) &

interest rate swaps | & 4= HA 332,618 19,036

Debt investments ERIRE 3,147,350 2,751,962

Less: Allowance for doubtful debts B REREEE (b) (333,477) (115,798)

5,976,140 5,341,679

Total st 17,231,466 17,175,536

Portion classified as non-current assets 228 &3ERENEERN D (5,703,364) (6,537,503)

Current portion MENER D 11,528,102 10,638,033
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22. TRADE AND OTHER RECEIVABLES 22. ES R EMEWFRIE (&)

(CONTINUED)

AR 2 AT

(a) Ageing analysis (a)

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

REZEEH  RBEESHRNE
2 MR B R R B A ER &

date and net of loss allowance, is as follows: BERENREDITWOT :
2020 2019
2020 F 20194
RMB’000 RMB’ 000
ARET T ARETr
(Restated)
(ZEat)
Within 3 months 31E A AR 5,505,037 5,712,154
3 months to 6 months 3{E A =61EA 322,559 762,587
6 months to 1 year 6EAE1F 882,748 1,035,005
Over 1 year 1800 E 2,079,205 1,649,876
8,789,549 9,159,622

There are no unified standard credit terms granted
to customers of the construction contracts, trading
business and services business. The credit terms
granted to customers of the construction contracts are
negotiated individually on a case-by-case basis and set
forth in the relevant contracts. The credit terms granted
to customers of the trading business and services
business are normally about three to six months. The
bills receivable are generally due within 180 days from
the date of issuance. The Group’s credit policy is set
out in note 37(a).

China Machinery Engineering Corporation
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22. TRADE AND OTHER RECEIVABLES 22. EZ R HMEWRIE (&)
(CONTINUED)
(b) Impairment of trade and other receivables (b) ESRHMERKERE
The movements in the loss allowance for impairment of B 5 I H A FE YR IR R (B S 18
trade and other receivables are as follows: HEHEEINT -

2020 2019

20204 20194

RMB’000 RMB’ 000

AR¥ T ARETFT

(Restated)

(&)

At beginning of year REA] 2,310,637 2,033,290

Impairment losses recognised EERR R EEE 599,493 497,965

Impairment losses reversed B R R R EEE (268,158) (152,247)

Amount written off as uncollectible WA Uk Bl A £ BE (28,700) (60,656)

Other HAh - (7,715)

At end of year RER 2,613,272 2,310,637

An impairment analysis is performed at each reporting RE S B AR A B 1T

date using a provision matrix to measure expected BEDN - LErE2TEHEHE

credit losses. The provision rates are based on the Ko BEXRDEREFEUER

ageing of trade receivables for groupings of various BAWZEEF 2 BAFNNE S

customer segments with similar loss patterns. FEUGRIERBREIRETE - ZiTER

The calculation reflects the probability-weighted MBEENMELER - BEERERR

outcome, the time value of money and reasonable REHBA SN EBBEEE -

and supportable information that is available at the & AR R R SR AR 5 {4 TEDRI Y
reporting date about past events, current conditions BERAISEER -

and forecasts of future economic conditions.
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22. TRADE AND OTHER RECEIVABLES 22. EZ REMEWRIE (&)

(CONTINUED)

(b) Impairment of trade and other receivables (b) ESRkHAMEWRIERE (&)
(continued)
Set out below is the information about the credit risk TRERBEEMESSEEASE
exposure on the Group’s trade receivables using a B & 5 e UGRIE S A R B AR A 8
provision matrix: BE} -
As at 31 December 2020 7202012 A31H

Gross carrying Expected Expected

amount credit losses credit loss rate

RIREE FEHEREX FAHEREAR
(RMB’000) (RMB’000)
(AR#TrT) (AR#ETFT)

Within 1 year —FR 1,947,194 17,043 0.88%
1 year to 2 years —FEMF 1,265,041 38,441 3.04%
2 years to 3 years MEZE=4F 237,223 31,982 13.48%
Over 3 years BB=F 340,877 292,379 85.77%
3,790,335 379,845
As at 31 December 2019 (Restated) 7R20194F12 A31H (Fiit)
Gross carrying Expected Expected
amount credit losses  credit loss rate
WEEEME  TEAEAEX EEEABLE
(RMB’000) (RMB’000)

(ARETr) (ARETT)

Within 1 year —FR 3,807,327 16,091 0.42%

1 year to 2 years —FEWF 1,038,626 32,111 3.09%

2 years to 3 years MEE=4F 170,763 24,916 14.59%

Over 3 years HBiB=4F 390,744 302,282 77.36%
5,407,460 375,400
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22. TRADE AND OTHER RECEIVABLES

BT EE SRR M AL

31 December 2020 » 2020412 831 H

22. B RHEHMEWRIE (F)

(CONTINUED)
(b) Impairment of trade and other receivables (b) ESKkHAMmEKWRERE (&)
(continued)
In addition to the above provision matrix, for certain Br bt BB - AEEH
customers with credit risk increasing significantly, ETERRARBREBZLMNE
the Group has made individual loss allowance. As at Farie @RI 1B K4 - K2020
31 December 2020, the accumulated individual loss F12 8318 25tERIEX
allowance was RMB1,868,399,000 (31 December 2019: BiE R ARYK1,868,399,000
RMB1,794,989,000) with a carrying amount before loss 7T (2019F12H31 8 : AR
allowance of RMB2,709,259,000 (31 December 2019: #1,794,989,0007T) * K11
RMB2,293,959,000). REXBREBENEEEAARE
2,709,259,0007T (20194 12 A
318 : ARK#¥2,293,959,000
TT) e
(c) The amounts due from related parties of the Group (c) EUWAEEREFRE (GFAE
included in the trade and other receivables are analysed SREMEWRIE) DT :
as follows:
2020 2019
20204 20194
RMB’000 RMB’ 000
AREFT AREF T
(Restated)
(&)
SINOMACH [ 1 315,423 449,964
Fellow subsidiaries B Z 8 A Al 15,070 22,401
Joint venture WG] 3,602 244
Associates /NGl 62,087 6,894
396,182 479,503
These balances are unsecured, non-interest-bearing ZEERABEER - Tt BliR
and repayable on credit terms similar to those offered O AEEFER S ERMEN
to the major customers of the Group. ZEHESE -
(d) As at 31 December 2020, borrowings of RMB4,990,000 (d) ®R2020F12A31H ' EEAR

(31 December 2019: RMB281,000) were secured by
the Group’s trade and bills receivables with a carrying
amount of RMB4,990,000 (31 December 2019:
RMB281,000).

#4,990,0007T (2019412 A
31H : AR¥281,0007T) AKX
SEERAEASARE4,990,000
T (2019F 12 A31H : AR
281,0007T) K& 5 FE UG TE & E
WEEE ARSI o
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364

At the end of the reporting period, the cash and bank
balances of the Group denominated in Renminbi (“RMB”)
amounted to RMB12,692,795,000 (2019 (Restated):
RMB12,322,171,000).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.

As at 31 December 2020, certain borrowings of
RMB100,000,000 (31 December 2019: Nil) were secured by
the Group’s time deposits with an aggregate net book value
of RMB104,398,400 (31 December 2019: Nil).

China Machinery Engineering Corporation

hEREREIRROERAE

23. CASH AND CASH EQUIVALENTS AND 2. HeRRELEEYRZIREE
RESTRICTED DEPOSITS EN
2020 2019
2020F 20194
RMB’ 000 RMB’ 000
AR F T AR TFT
(Restated)
(E)
Cash and bank balances & RIRITHEER 19,681,396 22,620,068
Less: Restricted deposits B R BIFER (1,307,488) (1,231,226)
Cash and cash equivalents in the consolidated & GBI FEAR R R AR S
statement of financial position NIREEEY 18,373,908 21,388,842
Less: Non-pledged time deposits with original & : EEERE|EH A
maturity of over three months when acquired — =1E A X _E&Y
AR E B E K (3,545,228) (5,825,624)
Cash and cash equivalents in the statement  REIFIAREKR MEHIRE
of financial position and in the consolidated mMEXRNAS &
statement of cash flows REFEY 14,828,680 15,563,218

HEREHRR  *EEUARB (A
REDFENR RBITESKRAA
R#12,692,795,0007T (20194 (&
) AR¥12,322,171,0007) °
ARBTIEHRLBKEMER - A
i AR AR R B K RE (N B 22 15450 ) K
(HEE - EERNEZTERTE) A%
B 0] R R A HNE RS Y ERTT
1A RS H ARk E s o

M2020F12 831 H @ ETHEAR
#100,000,0007T (2019412 A 31
H: & A AEERERRFEAARKE
104,398,4007T (20194128318 :
) K E BfE BB -



23. CASH AND CASH EQUIVALENTS AND
RESTRICTED DEPOSITS (CONTINUED)

24.

Notes to the Financial Statements

Cash at banks earns interest at floating rates based on daily
bank deposit rates. Short term time deposits are made
for varying periods of between one day and three months
depending on the immediate cash requirements of the Group,
and earn interest at the respective short term time deposit
rates. The bank balances and restricted deposits are deposited

BT EE SRR M AL

31 December 2020 » 2020412 831 H

(&)

23. BERREEBYURZRGIEF

RUTGFFEFARTERNENZH
HMEFE - BHERFR
F—AE=EA  BFAEKENAE
Re®RmE  WIRBBEREHE
ARG R - |ITHEBR R IR G FK
FRANOCHEERCHEABEERFN

B EREN

with creditworthy banks with no recent history of default. R1T ©
TRADE AND OTHER PAYABLES 24. EZ R HMENAIE
2020 2019
20205 20194
RMB’000 RMB’ 000
AR¥ T AREF T
(Restated)
(&)
Bills payable AN S 115,191 168,658
Trade payables =) AN ] 14,258,332 15,265,208
14,373,523 15,433,866
Accrued salaries, wages and benefits EstiHe - TENER 264,012 781,543
Other taxes payable A e A T8 172,204 188,780
Long-term payables RHAFE /I8 64,300 139,447
Long-term payables due within one year —FERNRH 2 REENFUA 276,222 588,014
Forward exchange contracts and interest rate %= HASNE & 49 & Kl 5 5 Hf
swaps 44,735 37,796
Other payables H fth fE < 518 3,061,484 3,351,663
18,256,480 20,521,109
Less: Portion classified as current liabilities B DEAREBAENI S 17,377,106 19,650,242
Non-current portion ERBNEL S 879,374 870,867
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24. TRADE AND OTHER PAYABLES
(CONTINUED)

24. B RHMEBNRRE (F)

366

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

REZREHY  NBSHROENE
BREZENFENREDNOT

date, is as follows:

2020 2019

20204 20194

RMB’000 RMB’ 000

ARMF T AREFT

(Restated)

(Ft)

Within 3 months 31E A AR 2,782,956 6,050,080
3 months to 6 months 3fE A Z=6{EAH 515,603 675,672
6 months to 1 year 6lEAZE14F 2,189,463 1,885,418
Over 1 year 1F A E 8,885,501 6,822,696
14,373,523 15,433,866

The trade payables are non-interest-bearing and are usually 2 SEMNRIBT S - BERHE D

paid within the agreed period, usually due within 180 days.
The bills payable are generally due within 180 days from the
date of issuance.

The amounts due to related parties of the Group included
in trade and other payables, which are unsecured, interest-
free and have no fixed terms of repayment, are analysed as

MAXNEBENR180HAZIH - &
NERBEEENZEITEHEN180AR
BH -

RN RSB KA GTAE S RE
fENFIR) BER - 28 - BYEE
EERY - ZFERBELFTOT

follows:
2020 2019
2020 20194
RMB’000 RMB’ 000
AR¥TF T ARETFr
(Restated)
(&)
SINOMACH B 1 27,801 7,003
Fellow subsidiaries EESGIEINE] 410,251 478,591
Joint ventures /NG 34,370 50,809
Associates L lNE] 16,663 24,850
489,085 561,253

China Machinery Engineering Corporation
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25. CONTRACT LIABILITIES

BT EE SRR M AL

31 December 2020 » 2020412 831 H

25. fRAAE
2020 2019
2020F 20194
RMB’000 RMB’000
AR#FT AREFT
(Restated)
(Fi)

Contract liabilities aRAaE

12,534,339 13,620,421

Details of contract liabilities are as follows: ARBEHBNOT :
31 December 31 December 1 January
2020 2019 2019
20204 20194F 20194F
128318 12 A31H 1818
RMB’000 RMB’ 000 RMB’000
AR¥FT AREFT AREFT
(Restated) (Restated)
(Fu) (Fi)

Advances received from customers =W EFEIE FIE

Construction contracts BiEsR 10,874,167 12,008,481 1,289,433
Trading business O ES 870,051 893,451 13,297,241
Services business AR 7% S 75 790,121 718,489 365,727
Total contract liabilities aRAGRSE 12,534,339 13,620,421 14,952,401

Contract liabilities include advances received to deliver
products and construction and management services. The
decrease in contract liabilities in 2020 was mainly due to the
decrease in advances received from customers in relation to
the provision of construction services at the end of the year.

ERAERENLNERARIEHRE
KB BRA M U B B TR BOA -
2020 A RBERLS EZEHANSF
REHEERBEBENERELEN
TR FTEK »
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

26. BORROWINGS 26. £ &
2020 2019
2020% 2019%
Effective Effective
interest interest
rate (%) Maturity RMB’000 rate (%) Maturity RMB’000
BRFIE(%) L) AREFT  EBEFE%) Eilife ANEETFT
Current ikl
Short term bank loans:  EEAR{TERR :
- Unsecured - BER 1.00-4.55 2021 424,748  3.00-5.05 2020 196,250
20215 20205
- Secured - BER 3.29-6.05 2021 299,643 3.30-7.24 2020 239,106
2021% 20205
Current portion of long ~ REIF{TE FH
term bank loans: mEH
- Unsecured —BER 1.50-4.90 2021 24,540 1.55 2020 262
2021% 20205
- Secured - BER 5.14 2021 8,600 5.14 2020 8,600
2021% 20205
757,531 444,218
Non-current E ok
Long term bank loans: ~ RHEIRITER -
- Unsecured —EER 1.00-4.90 2022-2026 119,032 1.00-4.90 2021-2029 72,547
20225 £2026%F 2021 FE2029F
- Secured - HER 5.14 2022-2025 30,061 5.14 2021-2025 38,540
202222025 20215 £2025F
149,093 111,087
906,624

China Machinery Engineering Corporation
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26. BORROWINGS (CONTINUED)

BT EE SRR M AL

31 December 2020 » 2020412 831 H

26. 5685 (&)

2020 2019
2020 F 20194
RMB’000 RMB’ 000

ARE T ARETT

Bank loans repayable: EEZIRITE
Within one year —F LA 757,531 444 218
In the second year F=F 32,937 20,823
In the third to fifth years, inclusive F_FEFEAF (BEH
EmE) 92,823 57,872
Over five years RAENRE 23,333 32,392
906,624 555,305
Notes: MIeE -

(@ As at 31 December 2020, certain borrowings of
RMB22,000,000 (31 December 2019: RMB27,314,000) were
secured by the Group’s property, plant and equipment (note
13).

(b) As at 31 December 2020, certain borrowings of
RMB172,653,000 (31 December 2019: RMB211,511,000)
were guaranteed by the Company.

(c) As at 31 December 2020, certain borrowings of RMB4,990,000
(31 December 2019: RMB281,000) were secured by the
Group’s trade and bills receivables.

(d) As at 31 December 2020, certain borrowings of
RMB38,661,000 (31 December 2019: RMB47,140,000)
were secured by certain of the Group’s property, plant and
equipment, investment properties, and right-of-use assets
(note 13, note 14 and note 15).

() As at 31 December 2020, certain borrowings of
RMB100,000,000 (31 December 2019: Nil) were secured by
the Group’s time deposits (note 23).

(a) M2020F12A31H  HEFEEA
R #22,000,0007T (2019412 A 31
H: AR¥27,314,0007T) HALH
B - BERFREERER (M
18) ©

(b) 2020 12A31H ' HEFTEEAR
#172,653,0007T (20194 12 A 31
B: AR¥211,511,0007T) AR
RIVEFELR o

(c) H2020%F12A31H ' HFTEEAR
#4,990,0007T (2019412 318 :
AR¥281,0007) BASEERNE S
FEM R IE R B R R E R

(d) 7M2020F12A31H  HEFTEEA
R#38,661,0007T (2019412 A 31
B : AR¥47,140,0007T) HAEE
ETWE - BEREE  REMEN
REAEEEEARER (HE13 - Kt
FE14A0BEE15) ©

() H2020%F12A31H ' H#FTEEAR
#100,000,0007t (20194 12 A 31
H: &) BAEENEREFERERE
# (Mf7E23) °
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Bt 35 ER AR Y R

31 December 2020 ¢ 2020412 A31H

27. DEFERRED TAX 27. EEHIE
Deferred tax assets EERIBEE
Changes in

fair value of  Surplus on
Provision for derivative revaluation of
impairment of Construction  Provisions financial  non-current
assets contracts and accruals instruments assets Others Total
fie¢MIR  FRBEE
EERERR BEAR BEREHER QAEESE EftRH At h
RMB’000  RMB’'000  RMB’000  RMB’000 RMB’000  RMB'000  RMB’000
AREFR  ARETE  AREFZ  ARETT  AREFr  ARETL  AREFx

At 1 January 2020 R2020E1A1H 521,212 137,466 122,616 4,599 (133,454) (3,256) 655,243
Deferred tax credited/(charged) to  EMIMEAZR DA/

the statement of profit or loss (418 SEEFE

during the year 58163 170461 (1185%)  (758%9)

(12,939) 21,313

Gross deferred tax assets at R2020%F12 A31 BE
31 December 2020 EREEELE 585435 307,927 4082 (T1240) (133454 (16194 676,556

At 1 January 2019 R2019%1A1H 431,226 90,760 151,610 13,456 (153,539) 21,688 561,201
Deferred tax creditec/charged) to  ERRNEEPFFA /

the statement of profit or loss (418 AEEFA

during the year 96,046 46,706 (28,994) (8,857) 20,085 (30,944) 94,042

Gross deferred tax assets at R2019%F12 831 BE
31 December 2019 EREAEES 521,272 137,466 122,616 4,599 (138,454 (3,256) 655,243

370 China Machinery Engineering Corporation
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27. DEFERRED TAX (CONTINUED) 27. IEERIE (&)
Deferred tax assets (continued) ELEHIEEE ()
Deferred tax assets have not been recognised in respect of w R NFIIE B ERIRERIESE

the following items:

2020 2019
20205 20194
RMB’000 RMB’ 000
AR¥F T AR For
(Restated)
(&)
Tax losses MIARE 174,002 66,933
Other deductible temporary differences B ] N B A= R 646,023 576,648
820,025 643,581
Deferred tax liabilities IRIEFRIBEE
Withholding
taxes Others Total
btilkik Hith @t
RMB’000 RMB'000 RMB’000

AEETT AEETT AEKTFT

At 1 January 2020 #K2020%1 A1H 65,532 43,297 108,829
Deferred tax charged/(credited) to the FRRBERPIG /GIA) 8

statement of profit or loss during the year — EEHIA 43,947 (4,050) 39,897
Deferred tax debited to other RE AR A Y R HBR REER

comprehensive income 1B - 4,570 4,570
Gross deferred tax liabilities at 2020412 A31 BEEFRE

31 December 2020 s 109,479 43,817 153,296
At 1 January 2019 (Restated) M201941 A1R (&Fit) 50,247 46,343 96,590
Deferred tax charged/(credited) to the FRRBRETNG /GIA) K

statement of profit or loss during the year — EfEHIA 15,285 (6,248) 9,037
Deferred tax debited to other RREC AR & Y FR HIBR HD IR RE R

comprehensive income e} = 3,202 3,202

Gross deferred tax liabilities recognised R2019F12 A31 BR A H 7S
in the consolidated statement of financial M t&RFHERZELHBEE
position at 31 December 2019 (Restated) ~ #% (&) 65,532 43,297 108,829
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28. DEFINED BENEFIT OBLIGATIONS 28. REZ @&
The Group’s obligations in respect of defined benefit INEE NI E H R R R T 25R
retiremfn‘éj ptl)ans ?t the fer'wdd of thj retporting IperiO(TJI were PREh I B R ) B (T 0B T T AT
compute y a firm of in .epen ent actuaries, OV\I/I(.BFS L EE 0 R AR A 1L X
Watson Management Consulting (Shenzhen) Co., Ltd. Beijing SAT ((EEENHAAT ) REE
Branch (“Towers Watson”), using the projected unit credit 77 Aﬂ f & AR QL
method. STEMERARTHE -
(a) The provisions for defined benefit obligations recognised (a) RPN KN ERH R E X i
in the statement of financial position are shown as EEBED RO -
follows:
2020 2019
20204 20194
RMB’000 RMB’ 000
ARMFT AREFT
(Restated)
(&)
Retirement and other supplemental RN R H AR R =T
benefit obligations 642,416 629,947
Less: Portion classified as current W DEARBAENIS
liabilities 45,120 43,490
Non-current portion FEmENE A 597,296 586,457
(b) The movements in the present value of defined benefit b) BREXTHZEEBEZEWT :
obligations are as follows:
2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥ T AR%ToT
(Restated)
(&)
At the beginning of year REH 629,947 642,428
Interest cost on benefit obligations % 2 2% 1% B A B AR 19,720 20,250
Past service costs BATE AR 75 B AR 3,420 1,380
Benefits paid during the year FERHEEF (39,201) (39,591)
Remeasurement losses recognised B Ath 47 & W o A FERR Y
in other comprehensive income EFr2E1E 28,530 5,480
At the end of the year RER 642,416 629,947

China Machinery Engineering Corporation
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28. DEFINED BENEFIT OBLIGATIONS 28. REZmRT (&)

(CONTINUED)

(c) The net expenses recognised in profit or loss in respect ) AEBREZARZEX=ES
of the provisions for defined benefit obligations of the BEmEROFOFEAT
Group are as follows:

2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥FT AREFT
(Restated)
(&)
Interest cost on defined benefit B 75 7 2 R R HY AR E
obligations recognised in finance 55 2 15 K FI) B AR
expenses 19,720 20,250
Past service cost recognised in RITI R 2 A RER A DATE
administrative expenses BRFSAX AN 3,420 1,380
23,140 21,630

(d) The principal actuarial assumptions used in valuing the (d) fHER20204F £ 2019F KA
provisions for defined benefit obligations as at the end EXmBEGEEMEANEZR
of 2020 and 2019 are as follows: HEREJLT -

2020 2019

2020%F 20194

RMB’000 RMB’ 000

AR¥FT AREFT

Discount rates FrRx 3.25% 3.25%
Cost of living adjustment for civil BERIRA B /G A TR

retirees and retirees 3.00% 3.00%

Cost of living adjustment for beneficiaries &/& 4 /&K A F = 0.00% 0.00%

Medical cost increase rate BRI RE 8.00% 8.00%
Cost of living adjustment and IRATRINA B EIER AT

allowance for early retirees B 4.50% 4.50%
Cost of social insurance contribution RATRIRA Bt SRS

and housing fund contribution BREFEABERKA
adjustment for early retirees R 10.00% 10.00%
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28. DEFINED BENEFIT OBLIGATIONS 28. REZ K% (&)
(CONTINUED)
(e) A percentage change of 1% in the assumed rate of (e) RAZBEEIM A B A E AN 212
increase in cost of living adjustment for civil retirees and EXREH—EF BT EN
retirees would have the following effects: T
Increase,” 2020 2019
(decrease) in rate 2020F 20194

#ER  RMB’000 RMB 000
EH(TE) AEEFT AREFT

Increase in effect on the HEEXmBBHTE
defined benefit obligations 0 1% 19,819 20,850
Decrease in effect on the HREXmEBFNTE
defined benefit obligations A (1%) (17,468) (18,316)
A percentage change of 1% in other assumptions would EHRBREZANEY —EE 22T
not have any significant impact on the net defined FUHREXHEBFHEKNEKR
benefit obligations. =
() Expected distributions of benefit payments in the future ) KRRKEEARREXmEIEHE
years out of the defined benefit obligations are as HY ME @A T
follows:
2020 2019
2020F 20194
RMB’000 RMB’ 000
ARMFT AREFIT
(Restated)
()
Within the next 12 months AR12EAR 43,994 43,485
Between 1 and 2 years 15824 43,533 42,943
Between 2 and 5 years 2FEHF 126,554 124,778
Between 5 and 10 years 58104 191,791 189,969
Over 10 years 10 A | 576,712 579,429
Total expected payments TEHA AR sR 982,584 980,604
The average duration of the defined benefit obligations R R4 HR R 2R ifﬁn%ﬁ%m$¢q
at the end of the reporting period was 10 years (2019 AERA104E (20194 (Fi) -
(Restated): 10 years). F) o

374 China Machinery Engineering Corporation
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29. ISSUED CAPITAL 29. B ITRAX
2020 2019
2020 F 20194
RMB’000 RMB’ 000

ARE T ARETT

Ordinary shares, issued and fully paid BEITRHEN LB

FHRARA1.007TH)
Domestic shares of RMB1.00 each A& 3,217,430 3,217,430
H shares of RMB1.00 each TR AREA.007TTHIHAK 908,270 908,270
4,125,700 4,125,700

30. RESERVES 30. f#1E

The amounts of the Group’s reserves and the movements AEERANFERBEFENFES
therein for the current and prior years are presented in the BRHEEBHPRZEYBHRK2218E
consolidated statement of changes in equity on pages 221 Fo22 B A HEREFRAZRT -

to 222 of the financial statements.
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31. BUSINESS COMBINATION UNDER COMMON

CONTROL

As set out in note 35(a), on 23 April 2020, the Group
acquired a 64.82% equity interest in CHPI at a total cash
consideration of RMB100,885,800. The Company and
CHPI were under the common control of SINOMACH both
before and after the acquisition, and such control was
not transitory. Thus, the acquisition was considered to
be a business combination under common control. The
acquisition date was 23 April 2020, which was determined
by the date of equity transfer. Accordingly, the consolidated
statement of profit or loss and the consolidated statement
of comprehensive income included the results of each of
the combining entities or businesses from the earliest date
presented or since the date when the combining entities or
businesses first came under common control, where this is a
shorter period, regardless of the date of the common control
combination. The net assets of the combining entities or
businesses were combined using the existing book values
from the controlling parties’ perspective. No amount was
recognised in consideration for goodwill or excess of the
acquirer’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities over
cost at the time of the common control combination, to the
extent of the continuation of the controlling party’s interest.

China Machinery Engineering Corporation
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31.

B —2 6 T Rk Ea 6t

FANHIFE35(a)FTEl - NS ER20204F
4 23 HLAAR®100,885,800 7T K42
ReHERERKERNGCS 82%MRHE
RUREETERTE - ANAFIEIREKEY
fER B E R — 4261 T - BZEdlREd 3E
B o Bt - WESEHER AR —F
HITH SO o WhE B 8152020
F4R23H @ HiIRERESEEAHE
E o At EHERRREMHEER
mAPERRIRMANESFEEK
FBRRER —ZH N 2 BREAH
M(AREHRERE) S S H BRI E
BHEE  MAmE—ZHE&H08
H o 5 BRI EGRFEENURE
Hl7EIREREES G o MIEH
FRERAER - RR—EHE
7 A B 7 sk U T (R A g T AT
BREE  BERIEBENARF
BERENWIEK AN ST TAER -
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31. BUSINESS COMBINATION UNDER COMMON

CONTROL (CONTINUED)

The carrying amounts of the consolidated assets and
liabilities of CHPI and its subsidiaries as at the acquisition

BT EE SRR M AL

31 December 2020 » 2020412 831 H

31. B —EZFITHEEESH (&)

BREMEKHBARRKEBHNEG
HEERBENREEAN LRI

date and the comparative financial figures were as follows: BT
Upon As at
acquisition 31 December
date 2019
120195
RS B 12 A31H
RMB’000 RMB’ 000
AR¥FT AREFT
Property, plant and equipment LES Y 2,269 2,114
Investment properties REME 2,381 2,414
Right-of-use assets FRAEEE 17,541 17,647
Inventories & 22,388 20,226
Current trade and other receivables MENE 5 N E b U FRIE 84,904 58,305
Contract assets GREE - 2,060
Financial assets at fair value through ARAREE=RHESH
profit or loss FSFABEEMSREE 164,241 176,780
Restricted deposits R H1F 2,712 2,563
Time deposits with original maturity of over RIGEHA B BB =8 A &Y
three months EHFR 14,000 14,000
Cash and cash equivalents HeMIREEEY 1,087 1,738
Contract liabilities EREE 37,108 31,244
Current trade and other payables mBNE 5 K H b FER 5B 35,572 33,512
Current defined benefit obligations MR EX B 7,460 5,320
Tax payable FEBITH IR 1,210 1,890
Non-current trade and other payables IEMBNE B R HE A ER K
18 3,230 3,230
Non-current defined benefit obligations FERDREX D ETE 147,642 146,486
Deferred tax liabilities REHEBE 1,824 1,830
Total identifiable net assets at RERE{E 2589 AT BRI F
carrying amounts BEBR 77,477 74,335
Non-controlling interests JEVE R RE 27,256 26,151
50,221 48,184
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32. NOTES TO THE CONSOLIDATED 32. EHtRERMBRMET
STATEMENT OF CASH FLOWS
(a) Major non-cash transactions (@) FEFBEERS
During the year ended 31 December 2020, the Group HE2020F12 A1 HIEFE -
had non-cash additions to right-of-use assets and lease REBEEBEREMEESENE
liabilities of RMB41,920,000 (2019: RMB16,706,000) ANEREEENEEREIR
and RMB41,920,000 (2019: RMB16,706,000), TEMDRI/ARE 41,920,000
respectively, in respect of lease arrangements for plant 7L (20194 : AK% 16,706,000
and machinery. L) M AR 41,920,0007T
(20194 : AKR% 16,706,000
JT) °
(b) Changes in liabilities arising from financing (b) BMEEEFEENEESH
activities
Other
long-term Dividends Interest Lease
Borrowings payables payable payable liabilities
HittR &
E P EARE ERFIE HEAR
2020 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
20204 ARETFT ARETFT AREBTFT  AR%Fr  AR¥EFn
At 1 January 2020 20201 18 555,305 80,058 1,513 1,565 64,232
Changes from financing BERERE
cash flows L) 351,319 (20,867) (657,400) (55,018) (41,210)
Interest expense FEHAZ - = = 53,634 4,214
Declaration of dividends EJ&AE - - 654,336 - -
Declaration of dividends  [mZE#E AR 5
to non-controlling ERRE
shareholders - - 2,319 - -
Early termination of RERIEHE
leases - - - - (5,750)
Foreign exchange INEZ )
movement - - - - 9,547
New leases HHE - - - - 41,920
Interest paid classified as PDEABLEE &R
operating cash flows ZBRAFIE - - - = (4,214)
Others Hth - - 3,993 - -

At 31 December 2020 720204
12A31H 906,624 59,191 4,761 181 68,739

378 China Machinery Engineering Corporation
HERMREIERDERAE



Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 » 2020412 831 H

32. NOTES TO THE CONSOLIDATED 32. B BEERERMEE (&)
STATEMENT OF CASH FLOWS (CONTINUED)

(b) Changes in liabilities arising from financing (b) RMETHAMEENEEED
activities (continued) (%)
Other
long-term Dividends Interest Lease
Borrowings payables payable payable liabilities
H ot = 5
E1= FEfT /IR FERIR S FERTFI2 HEBR
2019 RMB'000 RMB’000 RMB’ 000 RMB’ 000 RMB' 000
2019%F AREFT  AREFT  AREFT  ARETT  AREFTL
At 1 January 2019 #2019F1 A1H 984,759 100,581 3,643 1,918 -
Effect of adoption of R BPR B 3R
IFRS 16 EEBIF 165
G2 - - - - 85,759
At1January 2019 320194181
(Restated) (Zi) 984,759 100,581 3,643 1,918 85,759
Changes from financing BERE RS2
cash flows % (429,454) (20,523) (857,131) (51,368) (38,313)
Interest expense FERZ - - - 51,015 3,148
Declaration of dividends E)&A% 2 - - 852,782 - -
Declaration of dividends FZFHZRERE
to non-controlling RS
shareholders = - 2,219 - -
Foreign exchange INEE )
movement - - - - 80
New leases HHE - - - - 16,706
Interest paid classified ~ DEALERE
as operating cash mZERFE
flows - - - - (3,148)

At 31 December 2019 72019412 A
(Restated) 318 (Zit) 555,305 80,058 1,513 1,565 64,232
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32. NOTES TO THE CONSOLIDATED

STATEMENT OF CASH FLOWS (CONTINUED)
(c) Total cash outflow for leases

The total cash outflow for leases included in the

32. G RERERME (&)

(c) HERESRHAR

ReRnEXRTHERSREARE

statement of cash flows is as follows: W
2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥ T AREFT
Within operating activities R EEE N 12,573 28,377
Within financing activities REVEEENA 41,210 38,313
53,783 66,690

33. CONTINGENT LIABILITIES

Legal contingencies

The Company and certain subsidiaries of the Group
are defendants in certain lawsuits as well as the named
parties in other proceedings arising in the normal course
of business. As at the date of approval of the financial
statements, the outcomes of such contingencies, lawsuits
or other proceedings cannot be determined. The directors
of the Company, in combination with the legal advice issued
by the attorneys and the information available as at the date
of the approval of the financial statements, believe that any
resulting liabilities will not have a material adverse impact
on the financial position, liquidity, or operating results of the
Group.

China Machinery Engineering Corporation
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33. EEE
SrEREEY

EEFFEBRET AR RAEE
BE T B A A AR LR AR M
REEMEREFOREET - BHE
R B|AIAERE B - IARGEHEE
ZEHBEN  FRREMERER
AR - RAREZASRIEERH
EMZERBERARBERMBHRERL
ERHAMEENEES - BEER
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34. COMMITMENTS 34, EiE
The Group had the following capital commitments at the end REBRREERESR AT E AR
of the reporting period: S -
2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥ T AREFT
Contracted, but not provided for: EEFEE ST
Buildings BgF 328,284 622,255
Capital contributions in respect of SR B RARERE R
associates and equity investments BEARETA 69,050 69,676

397,334 691,931
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35. RELATED PARTY TRANSACTIONS 35. B A RS
(a) The transactions below were conducted in the ordinary (@) THRSIRAEE —BELE
course of business of the Group and are in accordance BRREASEEEEN T
with the terms agreed between the Group and its B AR RRHETT -

related parties:

2020 2019
20204 20194
RMB’000 F?MS 000
AR%TF7r AREF T
(Restated)
(Eitt)
Receipt of engineering services and ZXRER TS HH
products from TERBRER
— Fellow subsidiaries* = /H\iﬁﬁ%’& al* 153,937 198,137
- Joint venture — 5% AR 219 -
- Associates — BN A 8,647 -
- Associates (also fellow subsidiaries)* — BE N
(ARERRKMBAR) 201 -
Receipt of integrated services from BEXRAR TS A
iRA R
— Associates L = UNT 18,540 =
Provision of engineering services and A TR5IE 7 R TR RS
products to =
- SINOMACH* — B 604,463 1,200,326
— Joint venture = éﬁ:%@ﬁ? 25,692 9,366
— Associate — B =N A 103,605 364,040
- Associate (also a fellow subsidiary)* = Hﬁ%%@ ﬂ)( AR =R Z
LEIEENG] 7 _
— Fellow subsidiaries* — RRKBAR)* 942 13,728
Provision of integrated services to [ T5IE 7 REGE RES
~ Fellow subsidiaries* — RRMER A" 17,035 31,988
— Associate (also a fellow subsidiary)* %‘ﬁ N ﬂ)( GlSFAEES
LIENG 5 3
- Associates - VNG| 121 -
— Joint venture — A& N7 - 419
Net deposit placed with AT T5 877 5% 58
— Associate (also a fellow subsidiary)* - ;1?%@ ﬂ)( BlSFEES
BRA)* 1,586 12,074
Interest income received from A T 51 % 7 R /0 7 B A
- Associate (also a fellow subsidiary) — e A (RFERFR
B AR~ 50,067 82,092
*  These related party transactions also constitute * RERBARSMEKEER
connected transactions or continuing connected SYFERERS (FER LT
transactions as defined in Chapter 14A of the Listing FHAIFE14AE) -
Rules.
MMM ESIFTHE - A&
As disclosed in note 31, on 23 April 2020, the Group R2020F 4 A23A U AR
acquired a 64.82% equity interest in CHPI at a total cash 100,885,800 7T Ky 4835 & (B Uk
consideration of RMB100,885,800. This acquisition also BB ERB4.82%A%HE ° %K
constituted a connected transaction under the Listing BERENER EMAAUIETH
Rules. ER S o

382 China Machinery Engineering Corporation
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35. RELATED PARTY TRANSACTIONS
(CONTINUED)

35. BBt SRS (&)

(b) Outstanding balances with related parties:

(b) FBAEEDT HOAEREREE -

2020 2019
20205 20194
RMB’000 RMB’ 000
ARKTFT ARKEFT
(Restated)
(Ei)
Cash deposits placed with RTHEFHREFR
- Associate (also a fellow subsidiary) —BE R (FK2R R
BAR]) 3,895,189 3,893,603
Trade and other receivables due from U TS FHE S K EAM
&R IE
- SINOMACH — Bk 315,423 449,964
~ Fellow subsidiaries sGE = VNG 15,070 22,401
- Joint venture —BENH 3,602 244
- Associates VNG 62,087 6,894
Contract liabilities ERAE
- SINOMACH — B 569,908 152,161
— Fellow subsidiaries — RRMBAR 6,209 1,532
- Associates L = W/NE]| 135,560 510
Trade and other payables due to RETHSEHFNE S REAM
e3R8
- SINOMACH — Bl 27,801 7,003
— Fellow subsidiaries —RZRNBAF 410,251 478,591
- Associates i = W/NE]| 16,663 24,850
- Joint ventures — A2AF 34,370 50,809
Prepayments due to RISTHIE A TR KRIE
— Fellow subsidiaries —RZRNBAF 57,350 69,836
- Associates i i /NE]| 9,465 =
- Joint ventures — A% QA 12,403 10,368

Note:

Except for the balances of cash deposits placed with a fellow
subsidiary which accrue interest at relevant market rates, the
balances due from related parties are unsecured, interest-free

and have no fixed terms of repayment.

As at 31 December 2020, the Group has granted guarantees
to the extent of RMB300,633,000 (31 December 2019:
RMB347,353,000) for securing bank loans of a joint venture.

Bt

BN —HKERWB QAR FRE
SRIZ AR TSR RET BN - B B
TRV ERIDEIER - AETE AW EE
TEE A -

HZE2020F12A318 » "AEEEH—
REBANAIMRITERELHEBAR
¥ 300,633,000 (20194 12 A 31
B : AR¥347,353,0007T) HIIELR ©
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35. RELATED PARTY TRANSACTIONS

35. BBt L RZ (&)

(CONTINUED)
(c) Compensation of key management personnel of the (c) AEEEZEEEASNTEDH
Group:
2020 2019
20204 20194
RMB’000 RMB’ 000
AR¥TFT AREFT
Short term employee benefits e HESET 15,566 15,202
Post-employment benefits BEER 12 1R A 512 531
Total compensation paid to key MEZEEAB TR
management personnel i 42 28 16,078 15,733

Further details of directors’ and the chief executive’'s

emoluments are included in note 7 to the financial

statements.

(d) Commitments with related parties

(d)

As at 31 December 2020, the Group entered into
several sale and purchase agreements with related

parties. The commitments and backlogs are as follows:

EZRITHRAEMEE—
BERM B RERMET -

BB 7

R2020F12 A31H » K&EEEHE

MBSV ETERGS - A
AR ARTRARENT

2020 2019

2020%F 20194

RMB’000 RMB’ 000

AR¥FT AREFT

(Restated)

(Eut)
Receipt of engineering services and EXRER TS AT

products from 2R K E m

- Fellow subsidiaries —RRWBAF 3,566,767 2,859,451
Provision of engineering services to MR E T R TRARTS

— SINOMACH — B 1,915,051 2,659,667

- Associate — B A F] 197,143 318,677

China Machinery Engineering Corporation
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36. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as
follows:

2020

Financial assets

Financial assets

36. RERESHNEMIEA
ZHEeRTANREHARNEAREBELR
T
20204
EREE

Financial assets

at fair value at fair value
through other through profit or ~ Financial assets
comprehensive  loss - mandatorily at amortised
income designated as such cost Total
UAREEE
NRfEEE BHEHIHA
BEZHH AL BENEREE REBBRARE
BANENERER -BHEE  HENMEREE #st
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT
Equity investments designated M A# B2 B EEEEA
at falr value through other Ethira R nkERE
comprehensive income 631,418 - - 631,418
Financial assets included in -~ s AZ S REENENE
trade and other receivables HEE 2,322,299 332,618 12,055,283 14,710,200
Financial assets at fair value ~ BAABEEAEZHHA
through profit or loss BRReREE - 157,543 - 157,543
Restricted deposits ZIRAFH - - 1,307,488 1,307,488
Time deposits with original Ria5SHABA=HEANES
maturity of over three months 773 - - 3,545,228 3,545,228
Cash and cash equivalents ~ BERBELEEY - - 14,828,680 14,828,680
2,953,717 490,161 31,736,679 35,180,557
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36. FINANCIAL INSTRUMENTS BY CATEGORY

(CONTINUED)

The carrying amounts of each of the categories of financial

36. ZERB I NEMT R (A)

FEeRTARRSHREEEN

instruments as at the end of the reporting period are as T (&)
follows (continued):
2020 (continued) 20204 (&)
Financial liabilities TREE
Financial
liabilities at
fair value Financial
through profit liabilities at
or loss - held amortised
for trading cost Total
UAREE
STEEHEH
STAEHERE REBEARR A
Wemas FFERN
- BEFEE SRIEE et
RMB’000 RMB’000 RMB’000
AR#®FT AR#®F T AR T T
Financial liabilities included in FTAB S RE M ER K
trade and other payables EHWERARE - 17,620,014 17,620,014
Forward exchange contracts and =+ A& 5 K H ith fE <t 5k
interest rate swaps included in  JBAYR BRINE S 4T K%
trade and other payables M) % 45 Hf 44,735 - 44,735
Lease liabilities HEAE - 68,739 68,739
Interest-bearing bank and FERITREMEE
other borrowings - 906,624 906,624
44,735 18,595,377 18,640,112

China Machinery Engineering Corporation
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36. FINANCIAL INSTRUMENTS BY CATEGORY

(CONTINUED)

The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period are as

follows (continued):

2019 (Restated)

Financial assets

Financial assets

BT EE SRR M AL

31 December 2020 » 2020412 831 H

36. ZERE-HNEMITE ()

BFEERIARREHRNEREEN

™ (#&)
20194 (&)
EREE

Financial assets

at fair value at fair value
through other through profit Financial assets
comprehensive  or 10ss - mandatorily at amortised
income  designated as such cost Total
WARBEHE
WRAEEHE BEZEHHA
BEEHIA B HERN
Efthima ez TREE REAKA
TREE -REEE  HENEREE @t
RMB’000 RMB’000 RMB’000 RMB’000
AEEFT AEEFT AEEFT AEEFT
Equity investments designated M2/ BE B EE B A
at fair value through other AiraliankERE
comprehensive income 550,659 - - 550,659
Financial assets included in st AZ S REMERFERN S
trade and other receivables HEE 1,957,266 19,036 12,025,891 14,002,193
Financial assets at fair value ~ UAABEHEEEZE B A
through profit or loss BaNSREE = 176,780 = 176,780
Restricted deposits ZREER - - 1,231,226 1,231,226
Time deposits with original RinZSHABA=EANES
maturity of over three months 773K - - 5,825,624 5,825,624
Cash and cash equivalents ~ BRERBLEEY - - 15,563,218 15,563,218
2,507,925 195,816 34,645,959 37,349,700
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36. FINANCIAL INSTRUMENTS BY CATEGORY

(CONTINUED)

The carrying amounts of each of the categories of financial

36. ZERE-HNEMITE (&)

FEeRTARRSHREEEN

instruments as at the end of the reporting period are as T (&)
follows (continued):
2019 (Restated) (continued) 20194 (&) (4&)
Financial liabilities TREE
Financial
liabilities at fair Financial
value through liabilities at
profit or loss — amortised
held for trading cost Total
NAREE
ATERHESE
A H
B R R
TRBE FTEH
—REEE TREE #Et
RMB’' 000 RMB’ 000 RMB’ 000
ABEFIT AR FoT AREFT
Financial liabilities included in FTAB S RE M ER K
trade and other payables EHWERARE = 19,410,306 19,410,306
Forward exchange contracts FTAE S RE MR
and interest rate swaps THRY R HAINE S K9 K%
included in trade and 1) 2 = HA
other payables 37,796 - 37,796
Lease liabilities HERE - 64,232 64,232
Interest-bearing bank and STERITREMEE
other borrowings - 555,305 555,305
37,796 20,029,843 20,067,639

China Machinery Engineering Corporation
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37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

Exposure to credit, liquidity, interest rate and currency
risks arises in the normal course of the Group’s business.
The Group’s exposure to these risks and the financial risk
management policies and practices adopted by the Group to
manage these risks are described below.

(@) Credit risk

The Group’s credit risk is primarily attributable to
trade and other receivables. Management has a credit
policy in place and the exposures to this credit risk are
monitored on an ongoing basis.

The Group primarily evaluates customers’ credit status
and their ability to guarantee payment through its
establishment of an appropriate business evaluation
system. The Group generally requires customers to
settle progress billings in accordance with contractual
terms and other debts in accordance with agreements.
Credit terms may be granted to customers, depending
on credit assessment carried out by management on
an individual basis. Also, in order to properly manage
the credit risk on trade and other receivables, the
Group has issued policies on the purchase of export
credit insurance. To protect against credit risk in its
trading business, the Group usually buys unified export
credit insurance from China Export & Credit Insurance
Corporation if needed.

There are no significant concentrations of credit risk
within the Group.

37. iEREERAAEBE

AEEHHEEBBRRETEERESHR
B RBESER  MEERIEE
[\ o 7N £5 B TE K B 3% L B A S AR
SERNEEZERRNMBERARE
BRERREEHEDT -

(a) EHAER

AEENERRARIERBRE
S REMEWIE - EEEEH
T 5 R X 5 4B B 2 T e &9
HERER -

AEEFRRBREY —EEEN
EBABEHEAFEELNER
AR EEREORES - A&
B —REREFPLERA RIKHE
& ERERRE BB ERM
B - REBEEEBHESERET
MIERE - AEREPRTE
- 1o REEEREBES R
Hi R URENERRR - A&
B HIE T B E HOERRRAE
K- RHBESEHBTHERR
% AKRE—KRATELOER
FKERAREES WL AERR

B (HBE) -

AREAFEEAGERRARSE
oo
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37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(a)

(b)

Credit risk (continued)

As at 31 December 2020, 6.1% of the total trade and
other receivables were due from the Group’s largest
customer (2019: 2.8%) and 12.2% of the total trade
and other receivables were due from the five largest
customers (2019: 11.9%).

Further quantitative disclosures in respect of the
Group’s exposure to credit risk arising from trade and
other receivables are set out in note 22 to the financial
statements.

Liquidity risk

The funding needs of the Company and its subsidiaries
are raised and allocated by the Group. Fund raising
from external sources by subsidiaries is subject to
approval by the Company. The Company and its
subsidiaries manage cash flows according to their
own business approval processes. The Group’s policy
is to regularly monitor current and expected liquidity
requirements and its compliance with loan covenants,
to ensure that it maintains sufficient reserves of cash
and adequate committed lines of funding from major
financial institutions to meet its liquidity requirement in
the short and longer term.

China Machinery Engineering Corporation
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37. UAMEER A REE (F)

(a)

(b)

ERER (&)

R2020F12A31H BHRH
fth FE M IBARTEHR H6.1% (2019
F:28%) BRAAEERAREF
WE - M8 5 & E b g GRIE A&
BHPAE12.2% (20194 : 11.9%)
FERARNEFUER

ERASEEENE S REMLE
WHIENERERE—FEE
BEHNP B REAME22

RBES R

ARAREMBATINESFLK
MAEEEERDE - IHEAF
FNBREERESEBRAR
BIHVHLE © KR E) R A B A A
BEEASNEBELREEE
BERE - ARBHERETH
ERBR AR RBESEX
REEBEANNARBER - BIF
HEBRANB S MHEERIEE
RERMEBREENESARER
B UNimrEEHEREHANR



Notes to the Financial Statements

BT EE SRR M AL

31 December 2020 » 2020412 831 H

37. FINANCIAL RISK MANAGEMENT AND FAIR 37. MIBEAKBEER N AEE (&)

VALUES (CONTINUED)

(b) Liquidity risk (continued) (b) REBESRE (&)
The following table details the remaining contractual TERALRBERARAEENE
maturities at the end of the reporting period of the BMEEHNRIRE RER - EKE
Group’s financial liabilities, which are based on IRERAFTHRRETE (S
contractual undiscounted cash flows (including interest A& RMERERERE AR E
payments computed using contractual rates or, if BAR (I EF8) st EF B8R
floating, based on rates current at the end of the B)UARAEELANROZE
reporting period) and the earliest date that the Group HE

can be required to pay:

Contractual undiscounted cash outflow

BRKFBRELTE
Within
1 year or 1to2 2t05 Over
on demand years years 5 years Total
1E0AS
RERER 1325 2355 5ENE by

RMB’000  RMB’000  RMB’000  RMB’000 RMB’000
ABRTR AREFT AREFT ARBFT ARETnL

31 December 2020 2020%12A31H
Borrowings B8 772,713 40211 104,915 24,439 942,278
Trade and bills payables included T AEZREMEMNZFENES

in trade and other payables ENTERENTE 14,373,523 - - - 14,373,523

Forward exchange contracts and T AE S RAMERFIEN RS
interest rate swaps included in MERHRFIZEH

trade and other payables 44,735 - - - 44,735
Other payables included in trade s AB S REMERNFUEN
and other payables R 2,246,408 - - - 2,246,408
Lease liabilities HEgat 38,431 16,427 17,343 163 72,364
Long-term payables included in ~ FAE SR EMEFMNFBNES
trade and other payables BT FUA 278,583 15,001 31,667 13,410 338,661
Other non-current liabilities AR S REMEMTEN Lt
included in trade and EE)=NE
other payables - 362,638 273,586 43,422 679,646

17,754,393 434,277 421,511 81,434 18,697,615

Derivatives settled gross: BEEEHETH

Foreign currency forward exchange  2EISMNEAA :
contracts:
- Outflow i 5,061,168 1,086,396 - - 6,147,564
~ Inflow — %A (5,405,147) (1,173,156) - - (6578,303)
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37. FINANCIAL RISK MANAGEMENT AND FAIR 37. R REER AAEE (&)
VALUES (CONTINUED)

(b) Liquidity risk (continued) (b) REBEESRE (&)

Contractual undiscounted cash outflow

aRAFRRLRM
Within
1 year or 1t02 2105 QOver
on demand years years 5 years Total
TERRZ
REXER 1326 285 SENE @t

RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ABRTT ARETL ARETE ARETT ARETE

31 December 2019 (Restated) 2019F12A31H (Eit)

Borrowings EE 459,991 27,857 67,093 34,268 589,209
Trade and bills payables included T AEZ REMERNFIENE S
in trade and other payables EATERENER 15,433,866 - - - 15,433,866

Forward exchange contracts and T AB 5 R EM AN ES
interest rate swaps included in INES B R F| %1 H

trade and other payables 37,796 - - - 37,796
Other payables included in trade st AB S REMERFIENE
and other payables fEff7A 2,620,243 - - - 2,620,243
Lease liabilities HEAR 33,642 19,645 16,429 199 69,915
Long-term payables included in STAB S REMEMNFER R
trade and other payables JEfI5E 589,697 18,535 40,934 83,299 732,465
Other non-current liabilities FTAE SR EMENTIENE
included in trade and FRBEE
other payables - 368,082 231,965 47,557 647,604

19,176,235 434119 356,421 166,323 20,131,098

Derivatives settled gross: BREE(TETR

Foreign currency forward exchange &EIINEAH) :
contracts:
- Qutflow i 2,564,820 1,463,607 - - 4,018,427
- Inflow = "A (2,578,431)  (1,484,338) - - (4,062,769)

392 China Machinery Engineering Corporation
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37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(c)

Interest rate risk

The Group’s interest rate risk arises primarily from bank
deposits and interest-bearing borrowings. Deposits and
borrowings issued at variable rates and at fixed rates
expose the Group to cash flow interest rate risk and fair
value interest rate risk, respectively. The Group regularly
reviews and monitors the mix of fixed and variable rate
borrowings either through the contractual terms of the
interest-bearing financial assets and liabilities or through
the use of interest rate swaps in order to manage its
interest rate risks.

(i) Interest rate profile

The following table details the interest rate profile
of the Group’s net instruments (interest-bearing
financial assets less interest-bearing financial
liabilities) at the end of the reporting period, after
taking into account the effect of interest rate

BT EE SRR M AL

31 December 2020 » 2020412 831 H

37. A EBER A AEE(F)

(c) FEEER

7R R B B N 2 | B 2 BB 2R B X 4R
TEREBEE - RFHH X
REEMNRERNEFERREED
MEAEBEHEERRSREN KR
SRR BENERER - AKE
BB EEREENBENAR
{3 3B B A R 42 B 9 5 A E B8
BE R ERE T MR RFEH =X
MEELLH - AEREFXE
B -

(i) FIEHR

TRELE R =R
g AKERBEHRRNF
TA(FFREEREER S
ERAE) MEHR

swaps:
2020 2019
2020F 20194
RMB’000 RMB’ 000
AR¥ T AR For
(Restated)
(&Ea)

Net fixed rate instruments: BEEEFEIA :
Contract assets ARIEE 4,644,301 5,205,445
Bank deposits RITIF 6,028,148 8,208,296
Less: Borrowings B EE 695,310 225,926
9,977,139 13,187,815

Net variable rate instruments: FEEFEIA
Bank deposits RITIFER 13,653,248 14,411,772
Less: Borrowings B EE 211,314 329,379
13,441,934 14,082,393
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37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(c)

Interest rate risk (continued)

(ii) Sensitivity analysis

At 31 December 2020, it is estimated that a
general increase/decrease of 100 basis points in
interest rates of net variable rate instruments, with
all other variables held constant, would increase/
decrease the Group’s profit after tax and retained
profits by approximately RMB100,815,000 (2019
(Restated): RMB105,618,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates had
occurred at the end of the reporting period and
had been applied to the exposure to cash flow
interest rate risk for non-derivative financial
instruments in existence at the end of the reporting
period.

The estimated 100 basis point increase or
decrease represents management’s assessment of
a reasonably possible change in interest rates over
the period until the end of the next annual reporting
period. The sensitivity analysis is performed on the
same basis as 2019.

China Machinery Engineering Corporation
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Notes to the Financial Statements

37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(d) Currency risk

(i)

(i)

Forecast transactions

The Group uses foreign currency forward exchange
contracts to hedge some of its currency risk in
respect of committed future sales transactions.
At 31 December 2020, the Group had foreign
currency forward exchange contracts hedged
against forecast transactions with a net fair value of
RMB199,959,000 recognised as derivative financial
instruments recorded in “trade and receivables” (31
December 2019: RMB(22,717,000) recognised as
derivative financial instruments recorded in “trade
and other payables”).

Recognised assets and liabilities

Changes in the fair value of foreign currency
forward exchange contracts on monetary assets
and liabilities denominated in foreign currencies
are recognised in profit or loss (see note 5). The
fair value of foreign currency forward exchange
contracts used by the Group on monetary assets
and liabilities denominated in foreign currencies at
31 December 2020 and recognised as derivative
financial instruments recorded in “trade and other
receivables” was RMB(87,924,000) (31 December
2019: RMB(3,957,000)).

In respect of other monetary assets and liabilities
denominated in foreign currencies, the Group
ensures that the net exposure is kept to an
acceptable level by buying or selling foreign
currencies at spot rates where necessary to
address short-term imbalances.

BT EE SRR M AL
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37. A EBER A AEE(F)

(d) E#E ks

(i)

(i)

HARAXEZ

RNEBMFARBPINES DY
HEBEEEARARBEERS
BB BEBRER - K£2020
F12A31H  X&E@AE
¥ 78R X 5 5 R # AN FE
ENFAREBERARKE
199,959,000t * R A
LR E 5 K H b fEA
REIFHTESRIA
(2019128381 H : ARM
(22,717,000) 7T * FER B
8 [ B 5 I E b & A< 50E |
RESTESRIA) -

EEZREERARE

BRALIINBHEHNEEE
ERBEENERHINESD
MARBEZEREZSP
R (RWES) - NEER
20204 12 A 31 B 5t AN
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31 December 2020 ¢ 2020412 A31H

37. FINANCIAL RISK MANAGEMENT AND FAIR 37. R REER AAEE (&)
VALUES (CONTINUED)

(d) Currency risk (continued) (d) E¥RE (&)
(i) Sensitivity analysis (iii) BT
The following table indicates the instantaneous TRETMEREBRRE
change in the Group’s profit after tax and retained AR A KR O A Fh PE [ =
profits that would arise if foreign exchange rates RZFEEHHEED - BR
to which the Group has significant exposure at the FEHMREREZSRED
end of the reporting period had changed at those B REBAREE R R
dates, assuming all other risk variables remained RE B A BEE LR B RS
constant. F e
2020 2019
20205 2019%
Increase/ Increase/ Increase/ Increase/
(decrease)  (decrease) in (decrease)  (decrease) in
in foreign  profit after tax Increase/ in foreign  profit after tax Increase/
exchange  andretained  (decrease) in exchange  andretained  (decrease) in
rate profits equity rate profits equity
BR#ETR BR&ENR
HEEE REET 35 SN = RERF s

m/(A5) Em/(8D) Em/(BS)  Em/0RY)  #m/(RS)  #h/(RD)
%  RMB'000  RMB'000 RVMB'000  AMB'000
%  ARETT  ARETZ ABETT  AERETT

RN N

(Restated)

)
UsD e 5 401,579 408,344 5 462,739 466,986
UsD e (5) (401,579) (408,344) (5) (462,739) (466,986)
XAF mIER A AR 5 (1,765) (1,765) 5 11,997 11,997
XAF mELRATEAD (5) 1,765 1,765 (5) (11,997) (11,997)
EUR Gy 10 93,912 93,912 10 107,164 107,164
EUR BT (10) (93,912) (93,912) (10) (107,164) (107,164)
CAD mx 5 47,683 47,683 5 25,540 25,540
CAD nr (5) (47,683) (47,683) (5) (25,540) (25,540)

396 China Machinery Engineering Corporation
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37. FINANCIAL RISK MANAGEMENT AND FAIR 37. K EREER AAEE (&)

VALUES (CONTINUED)
(d) Currency risk (continued) (d) E¥Eps (&)

(i) &R (HE)

(iii) Sensitivity analysis (continued)

Results of the analysis presented in the above
table represent an aggregate of the instantaneous
effects on each of the group entities’ profit after
tax and retained profits measured in the respective
foreign currencies, translated into RMB at the
exchange rates ruling at the end of each reporting
period for presentation purposes.

The sensitivity analysis assumes that the change
in foreign exchange rates had been applied to re-
measure those financial instruments held by the
Group which expose the Group to foreign currency
risk at the end of the reporting period, including
intercompany payables and receivables within the
Group which are denominated in currencies other
than the functional currencies of the lenders or the
borrowers. The analysis excludes differences that
would result from the translation of the financial
statements of foreign operations into the Group’s
presentation currency. The analysis is performed
on the same basis as 2019.

EREINDTERKRY
EREEBNRTEREN K
REEMN (& B MmINEE
& URHHmm EHSRE
HIARMETBRERARE)

By BRI o

SRR D T BRR INEEFE R B
HEREAREHNTENRN
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B BRASEARAED
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37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

37. UAMEER A REE (F)

(e) AAEME

(e) Fair values

HURAEBESRYZMTA

(i)  Financial instruments carried at fair value (i)

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

The Group’s financial instruments carried at fair

TREVNUNAABEER
TRITANHREARERR
MRS EAE7TRERT
B REARENAAEBE
B PR E B AR REE -
FERMTANAABEESE
KEHZ AR BEFEMNS
BEENRZEERBAZH
Ao BARERWT :

ANEEN20204 K 20194

value as at 31 December 2020 and 2019 are
measured under Level 1 or Level 2.

12 A31 B AR EEYK
e T EERE1HeE2
WmEE -

2020
220
Fair value measurement using

RANTHBNAARETE

2019
20198
Fair value measurement using

RRATRENL L BETE

Quoted prices  Significant Quoted prices Significant
inactive  observable in active obsenvable
markets inputs markets inputs
(Level 1) (Level 2) Total (Level 1) (Level 2) Total
EXTER WERMS  EAWER
WERMAN BAHE e AR
#E(515) (828) a3t (E18) (£28) R
RMB’000 RMB’000 RMB'000 RMB 000 RMB'000 AUB 000
ARETT  AREFL  ARETL  AREFr ARETT AREFT
(Restated) (Restated)
(Eit) (Zit)
Assets (]
Equity investments designated at fair value W A% EEEEES
through other comprehensive income  EiF AZ AN
BHRERE 76,806 554,612 631,418 76,140 474519 550,659
Forward exchange contracts and interest i AB SR £t
rate Swaps included in trade and EfEENERY
other receivables R 332,618 - 332,618 19,036 - 19,036
Financial assets at far value through WAL EEFBAEE
proft or loss B AERNER
AE - 157,543 157,543 - 176,780 176,780
Financial assets included intradeand st AB S REMELE
other receivables EfeREE - 2,322,299 2,322,299 - 1,957,266 1957,266
Liabilities af
Forward exchange contracts and i AB A REAMERT
interest rate Swaps included in trade EfREINERY
and other payables RilER 44,735 - 44,735 37,7% - 37,79

China Machinery Engineering Corporation
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37. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(e) Fair values (continued)

(ii) Estimation of fair values

(1)

@)

Receivables and borrowings

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

Derivatives

Derivative financial instruments, including
forward currency contracts and interest
rate swaps, are measured using valuation
techniques similar to forward pricing and swap
models, using present value calculations.
The models incorporate various market
observable inputs including the credit quality
of counterparties, foreign exchange spot
and forward rates and interest rate curves.
The carrying amounts of forward currency
contracts and interest rate swaps are the
same as their fair values.

(f) Capital management

The Group monitors capital on the basis of the

gearing ratio. The gearing ratio is derived by dividing
total borrowings by total assets multiplied by 100%.
In 2020, the Group’s gearing ratio (total borrowings
of RMB906,624,000 divided by total assets of
RMB51,019,228,000) was 1.8%, representing
an increase of 0.8% as compared to 1.0% (total
borrowings of RMB555,305,000 divided by total assets
of RMB53,999,884,000 (Restated)) as recorded in 2019,
mainly due to the increase in short-term borrowings.

(e)

(f)

BT EE SRR M AL
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7. BEEBEERQIAEE (&)

AREE (EF)
(i) AALEEEE
(1) BRFEREE

RABEMFTARER
> mEBERHREHRAH
iﬁf‘ﬁﬁfﬁﬁ’\]iﬁﬁ 2

2) 1PTETA

TEERMIA (BREE
HEBAO RN EEH
BH)) RBBALUESE
B REHEANGEER
- RIMEFE - ZF
AR A % T 45 F] #R

RBABE WX 5Y
FEREE - HNERD

HJ ~ S EF =AM A R g
R BRBBEESOMF
T A QAR (B &
HERAREERER -

EXEE

AREEUERLELEXEEEERE
NoBREEDBEEELTER
NEEREBRIA100%EH -
20204 - AEEMERLX
(1FEER%FE ARK906,624,000
E%MEF%@%’E}\E%
51,019,228,0007T) A1.8% - £
20196 M1.0% (EEZEARK
555,305,000 TLRR LA B EE 42 5E A
R#53,999,884, 00075 (FEa))
FALLIEHN0.8% » T B R HNEH
& FREIE AN -
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38. EVENTS AFTER THE REPORTING PERIOD 38. EHIREE

400

On 18 January 2021, China SUMEC Automotive Industry
Consulting Development Co., Ltd. (the “Offeror”) and
the Company entered into the merger by an absorption
agreement (the “Merger Agreement”) pursuant to which the
Offeror and the Company will implement the merger subject
to the terms and conditions of the Merger Agreement,
including the pre-condition and the conditions. After the
merger, the Company will be merged into and absorbed
by the Offeror in accordance with the PRC Company
Law and other applicable PRC laws, and the listing of the
Company will be withdrawn. Further details are set out in
the announcement of the Company dated 13 January 2021.
As at the date of approval of these financial statements, all
pre-condition and the conditions have not been satisfied,
and thus the Merger Agreement is not yet effective.

China Machinery Engineering Corporation
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Notes to the Financial Statements

39. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

Information about the statement of financial position of the

BT EE SRR M AL

31 December 2020 » 2020412 831 H

39. XA TR RE

BRARRAR#REHROMBEARR K

Company at the end of the reporting period is as follows: RERIT :
2020 2019
20204 20194
RMB’000 RMB’ 000
AR#FT AREFT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Yz - BB k& 1,242,902 1,066,011
Investment properties REM 8,804 9,783
Right-of-use assets FRAEEE 1,320,984 1,349,560
Intangible assets mIEE 48,372 5,618
Investments in subsidiaries HEE A RINIRE 5,697,529 5,564,186
Investment in a joint venture HELENTMKRE 193,136 200,000
Investment in an associate HE SN RINRE 354,880 364,098
Equity investments designated at fair value AR BEE B EEE A
through other comprehensive income H iR & W A IR IR E 442,858 429,690
Trade and other receivables B 5 N H A W RIR 4,795,611 5,408,551
Deferred tax assets IRIEFIEE B 491,911 498,158
Total non-current assets EMEBEERE 14,596,987 14,895,655
CURRENT ASSETS RBEE
Inventories FE 2,468 14,813
Trade and other receivables B 5 Kk E bl FIE 7,971,591 7,446,422
Contract assets aREE 3,417,544 3,931,671
Restricted deposits SR Hll 7 5K 326,404 310,791
Time deposits with original maturity of FEiR B A EE =18 A
over three months "€ BiTFE R 2,126,136 3,675,313
Cash and cash equivalents BeRIREEEY 9,091,709 8,283,802
Total current assets mBEERE 22,935,852 23,662,812
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39. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (CONTINUED)

39. KRB BEMRRE (&)

BRARRARREHROMBEMN K
AT : (&)

Information about the statement of financial position of the
Company at the end of the reporting period is as follows

402

(continued):
2020 2019
2020 20194
RMB’000 RMB’ 000
ARET T ARET T
CURRENT LIABILITIES REAE
Borrowings BE 392,418 =
Contract liabilities EREE 8,085,862 8,232,396
Trade and other payables B 5 N E b FE N FRIE 11,083,595 12,220,841
Lease liabilities HEBRE 11,426 9,403
Defined benefit obligations REX TS 20,180 19,520
Tax payable eI A 4,000 320,138
Total current liabilities BB ERRR 19,597,481 20,802,298
NET CURRENT ASSETS REBEEFE 3,338,371 2,860,514
TOTAL ASSETS LESS CURRENT
LIABILITIES EEABERARBERS 17,935,358 17,756,169
NON-CURRENT LIABILITIES FRBEE
Trade and other payables B S5k EMENFKIE 556,019 490,826
Lease liabilities HEBE 12,739 8,136
Defined benefit obligations REX WIS 212,412 217,790
Total non-current liabilities EREEERRE 781,170 716,752
Net assets BEFE 17,154,188 17,039,417
EQUITY e
Issued capital BEEBITRA 4,125,700 4,125,700
Reserves (note) e (EE) 13,028,488 12,913,717
Total equity M AR RE 17,154,188 17,039,417

China Machinery Engineering Corporation
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39. STATEMENT OF FINANCIAL POSITION OF 39. AR T AR TR (&)
THE COMPANY (CONTINUED)
Note: A summary of the Company’s reserves is as follows: st - ARRIMREERZOT -
Fair value
reserve of
financial Statutory Retained
Capital assets at surplus profits and
reserve FVOCI reserve other reserves Total
DO L6
EEHSH
AfbiRa R
HemEE RS REER
EXfife  DNEERE NMES REFE Eh)

RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
AERTT  ARKTT  ARKEFT  ARETT AEETT

At 1 January 2019 ®2019%1A1R 3,879,173 (23,698) 1,377,179 6,874,224 12,106,878
Profit for the year ERgER - - - 1,689,476 1,589,476
Remeasurement gains on defined benefit R X et BIE A

plans, net of tax MHik - - - (5,980) (5,980)
Changes in fair value of equity investments at SR/ BfE: BB EEE:HA

fair value through other comprehensive Btz @-\Hﬂlﬁnﬁ']ﬁﬁ 2\

income net of tax NhBERE Ml - 56,040 - - 56,040
Total comprehensive income for the year FREENRRAS - 56,040 - 1,583,496 1,639,536
Dividends paid to shareholders of the Company 4 FAREIRER H1 & = = = (852,782) (852,762)
Adjustment of deferred tax from et ERBTARETHE

valuation surplus 20,085 - - - 20,085
Profit appropriation to reserves EREEENRT - - 165,770 (165,770) -

At 31 December 2019 and 1 January 2020 R2019F12A31A R

20201 A18 3,899,258 32,342 1,542,949 7,439,168 12,918,717

Profit for the year FERET - - - 765,911 765,911
Remeasurement gains on defined benefit  REZHFEEHTMENE -

plans, net of tax ik - - - (6,680) (6,680)

Changes in fair value of equity investments UAAEEEEEZHA
at fair value through other comprehensive ~ Hft4a KENREREH
income, net of tax DAEERD N5k - 9,876 - - 9,876

Total comprehensive income for the year ERGAKEAE - 9,876 - 759,231 769,107

Dividends paid to shareholders of the FFERARRHRE

Company - - - (654,336) (654,336)
Profit appropriation to reserves BRERENRA - - 82,933 (82,933) -
At 31 December 2020 #2020F12831H 3,899,258 42,218 1,625,882 7,461,130 13,028,488

40. APPROVAL OF THE FINANCIAL STATEMENTS 40. #LEM B R K

The financial statements were approved and authorised for R RE R 2021 F3 425 B EE =
issue by the board of directors on 25 March 2021. A RIRETE -
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Definitions and Glossary of Technical Terms

E & K BTt =8

“ASEAN” Association of Southeast Asian Nations [BREE ] 5 A IR B SR EsE AR

“Audit Committee”  the audit committee of the Board [BFZBEE] EZE2FHEEE
“Board” the board of Directors [E=g] By

“CG Code” the Corporate Governance Code set out in [(EEERST HNCEMRAD KIS+

“China Machinery
International”

Appendix 14 to the Listing Rules

China Machinery International Engineering
Design & Research Institute Co., Ltd.* (/R
HERTRERXAMERECEAREMELRA), a
wholly-owned subsidiary of our Company
established in the PRC on 5 October 1993
with limited liability

ZAEEERTAD

R B B T AR 3% 5T A b
EREMFEARA @ —FKR
1993 10 A5 HRH Bl
IR HDBERAR
RARRNEENBAF

“CHPI” Harbin Power System Engineering and BERBEWHREXNERS
Research Institute Co., Ltd.* (FAFEEE I5R HEMBRAT - —FKR
HBRERFTHFEMERAR]), a corporation 199751 A14 BEH H+
established in the PRC on 14 January 1997 I avAE /N

“China United” China United Engineering Corporation PEEA TRAR AR -
Limited* (PEB&E TIZ2BERRAF), an —RMN1984%F1 A21 B
enterprise established in the PRC on FREIR I3 - B R
21 January 1984 and a wholly-owned 2EMBAR - FEBE
subsidiary of SINOMACH, our connected REFRBEEA T ZER
person and our Promoter A

“CNCEC” China National Complete Engineering FEKETIEERAR -
Corporation* (FEKETEERAA), —ZRXMW1985F9 A5H %
a corporation established in the PRC on FEIR IS - AR
5 September 1985 and wholly-owned by RAEEHAR
the Company

“CNEEC” China National Electric Engineering Co., FRENIRAERAA -
Ltd.* (FEENIRABRIAF), a limited —XRN1979F 10 AEH

liability company incorporated in the PRC
in October 1979 (including all CNEEC
subsidiaries, except where the context
otherwise requires), which is wholly-owned
by SINOMACH

China Machinery Engineering Corporation
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“Company”, “our
Company” or
“CMEC”

“Core Sectors”

“developing
countries”

“Director(s)

“Domestic Share(s)”

Definitions and Glossary of Technical Terms

China Machinery Engineering Corporation*
(FE#BREEIERODBERLQAE), a
joint stock company with limited liability
incorporated in the PRC on 18 January
2011, and except where the context
indicates otherwise, includes (i) our
predecessors and (ii) with respect to the
period before our Company became the
holding company of its present subsidiaries,
the business operated by it and its present
subsidiaries or (as the case may be) its
predecessors

the core sectors of our International
Engineering Contracting Business which
are the power sector, transportation and
telecommunications sector

refers to the 139 countries worldwide
with low income, low middle income and
upper middle income economies which as
defined by World Bank are those with gross
national income (GNI) per capita less than
USD12,475

the director(s) of our Company
ordinary shares in our capital, with a

nominal value of RMB1.00 each, which are
subscribed for and paid up in Renminbi

PRIRES
G
[ CMEC |

[T ]

[EREF B

[E=%]

[RE K]

A B R TR AR (D B
RATF - —FKM201141
A 18 B & B Ak 7 &Y
BROERAT : BRIENHE
SEAE - GRIBRE ()
IR AT & K (i) LA A A
PR A E BRI A A
R AR EEMS - &
REREME QA% (1R
BRME) AR FKLER
ES7

HPAIER TRABEBTH
BLOITERENERTT
X BEBRTEMET
IS ES

tHREBRITATE R WABER
BIKF -« REKFERF S
KFEHE2EK139ERRK -
HEAHERBEAER
12,4753%7C

ARAES
BFRATOEBE - &

BEESARE1.007T
TIAARERE LB
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Definitions and Glossary of Technical Terms

E & K BTt =8

“EPC”

“Euli

“GDP”

“Group”, “we” and
“us”

“H Share(s)”

“HK$H

“Hong Kong
Companies
Ordinance”

“IFRS”

a common form of contracting arrangement
whereby the contractor is commissioned by
the project owner to carry out such project
work as design, procurement, construction
and trial operations, or any combination of
the above, either through the contractor’s
own labor or by subcontracting part or all
of the project work, and be responsible for
the quality, safety, timely delivery and cost
of the project

European Union

the gross domestic product

the Company and, except where the
context otherwise requires, all its
subsidiaries

overseas listed foreign shares in our
ordinary share capital with a nominal value
of RMB1.00 each, subscribed for and
traded in HK$ and which are listed on the
Main Board in the Stock Exchange

Hong Kong dollars, the lawful currency
of the Hong Kong Special Administration
Region of the PRC

the Companies Ordinates, Chapter 622
of the Laws of Hong Kong, as amended,
supplemented or otherwise modified from
time to time

International Financial Reporting Standards

China Machinery Engineering Corporation
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“‘independent third

»

party(ies)

“International
Engineering
Contracting
Business”

“JiKan Research
Institute”

“Listing”

“Listing Rules”

“Model Code”

“Non-Core Sectors’

“‘OFAC”

1

Definitions and Glossary of Technical Terms

person(s) or company(ies) which is (are)
independent of the directors, supervisors,
controlling Shareholder, substantial
Shareholder and the chief executive (such
terms as defined in the Listing Rules) of the
Company or any of its subsidiaries or an
associate of any of them

the International Engineering Contracting
Business conducted by our Group with a
primary focus on EPC projects

China JiKan Research Institute of
Engineering Investigations and Design Co.,
Ltd.r (W I EXHRRAMREARLDF),
a company established in the PRC and a
wholly-owned subsidiary of the Company

listing of our H Shares on the Stock
Exchange

the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong
Limited, as amended from time to time

the Model Code for Securities Transactions
by Directors of Listed Issuers set out in
Appendix 10 to the Listing Rules

any sectors that do not fall within the Core
Sectors of our International Engineering
Contracting Business

the Office of Foreign Assets Control of the
US Department of the Treasury
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Definitions and Glossary of Technical Terms
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“PRC” or “China”

“BRMB” or “Renminbi”

“Science and
Technology
Research Institute”

)

“Services Business’

“Share(s)”

“Shareholder(s)”

“SINOMACH”

“SINOMACH Group”

The People’s Republic of China excluding,
for the purpose of this report only, Hong
Kong Special Administrative Region of the
PRC, the Macau Special Administrative
Region of the PRC and Taiwan

Renminbi yuan, the lawful currency of the
PRC

SINOMACH Academy of Science and
Technology Co., Ltd.* (EI#s BRI 251
A AR AR, a limited liability company
established in the PRC, which is wholly-
owned by SINOMACH

the design consulting services, logistics
services, tendering agency services, export-
import agency services and other services
conducted by the Group

share(s) in the share capital of our
Company, with a nominal value of RMB1.00
each, including our Domestic Shares and H
Shares

holder(s) of our Share(s)

China National Machinery Industry
Corporation* (4 B4 T £ B FR A F),
a state-owned enterprise established in
the PRC on 21 May 1988, our controlling
Shareholder

SINOMACH and its subsidiaries, which
excludes our Group

China Machinery Engineering Corporation
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“Sinosure”

»

“Stock Exchange

“subsidiary(ies)”

“Supervisor(s)”

“the Belt and Road”

“Trading Business”

“WUN”
“United States” or
“U.S” or “US”

“U.S. dollars” or

“USD”

“op”

Definitions and Glossary of Technical Terms

China Export & Credit Insurance
Corporation (FEHBA{EREKRRAR),
a policy-oriented insurance company
specializing in export credit insurance in the
PRC and an independent third party

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the
Listing Rules

the supervisor(s) of the Company

the Silk Road Economic Belt and the 21st-
Century Maritime Silk Road

the international and domestic trading
business conducted by our Group

the United Nations
the United States of America, its territories,
its possessions and all areas subject to its

jurisdiction

United States dollars, the lawful currency of
the United States

per cent. or percentage

* Denotes English translation of the name of a Chinese company or
entity or vice versa and is provided for identification purposes only.
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Corporate Information

NAEH

LEGAL NAME OF THE COMPANY
MRS T2 AR AR

ENGLISH NAME OF THE COMPANY
China Machinery Engineering Corporation*
BOARD OF DIRECTORS

Executive Directors

Mr. FANG Yanshui (President)
Ms. Al Wei

Non-executive Directors

Mr. BAI Shaotong (Chairman)
Mr. MA Jian
Mr. ZHANG Zhiyu

Independent Non-executive Directors

Mr. LIU Li

Ms. LIU Hongyu

Mr. FANG Yongzhong
Mr. WU Tak Lung

SUPERVISORS

Mr. ZHANG Hong (Chairman)

(Shareholder representative supervisor)
Mr. GUO Weihua (Shareholder representative supervisor)
Mr. HE Bing (Staff representative supervisor)

JOINT COMPANY SECRETARIES

Ms. SUN Runhai
Ms. CHENG Lucy

AUTHORIZED REPRESENTATIVES

Mr. FANG Yanshui
Ms. SUN Runhai

* For Identification Purposes Only

China Machinery Engineering Corporation
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AUDIT COMMITTEE

Mr. LIU Li (Chairman)
Mr. MA Jian
Ms. LIU Hongyu

NOMINATION COMMITTEE

Mr. BAI Shaotong (Chairman)
Ms. LIU Hongyu
Mr. FANG Yongzhong

REMUNERATION COMMITTEE

Mr. FANG Yongzhong (Chairman)
Mr. ZHANG Zhiyu
Mr. LIU Li

STRATEGY AND DEVELOPMENT COMMITTEE

Mr. BAI Shaotong (Chairman)
Mr. FANG Yanshui

Ms. Al Wei

Mr. LIU Li

OPERATION AND RISK MANAGEMENT
COMMITTEE

Mr. FANG Yanshui (Chairman)
Mr. ZHANG Zhiyu

Mr. FANG Yongzhong

Mr. WU Tak Lung

INDEPENDENT AUDITORS

International Auditors
Ernst & Young

PRC Auditors
Ernst & Young Hua Ming LLP (Special General Partnership)

PRINCIPAL BANKS

China Development Bank

The Export-lImport Bank of China

Industrial and Commercial Bank of China Limited

Bank of China Limited

CITIC Bank

China Merchants Bank (Beijing Branch)

Bank of Communications (Beijing Dongdan Sub-branch)

Corporate Information
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Corporate Information

NAEH

REGISTERED OFFICE AND HEAD OFFICE
IN THE PRC

No. 178 Guang’anmenwai Street,
Xicheng District, Beijing, PRC

PRINCIPAL PLACE OF BUSINESS
IN HONG KONG

Room 804, 8/F, Tower 1
South Sea Centre

75 Mody Road
Tsimshatsui East
Kowloon, Hong Kong

HONG KONG H SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

LEGAL ADVISORS

As to Hong Kong Laws
Clifford Chance LLP

As to PRC Laws
Tian Yuan Law Firm

STOCK CODE
01829
INVESTOR INQUIRIES

Investor Hotline: 86 10 6331 2262
Fax No: 86 10 6332 1086

COMPANY'’S WEBSITE

www.Cmec.com

China Machinery Engineering Corporation
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