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Chairman’s Statement

ESRYH

Dear Shareholders,

The sudden outbreak of the COVID-19 pandemic has caused
severe damage to the global economy in 2020. The speed
and breadth of the development of the pandemic as well as
the economic damages caused by the repeated impacts of
multiple waves of the pandemic exceeded almost everyone’s
expectations. The blockade of borders and economic stagnation
in various countries brought about by the pandemic have greatly
impaired global consumption and investment and severely
hindered the progress of economic globalization, bringing
unavoidable obstacles to international trade, international
investment and international engineering and construction.
According to the statistics from the World Bank, 93% of
the world’s economies will fall into recession in 2020. The
International Monetary Fund predicted in its June issue of the
World Economic Outlook that the global economy will shrink by
4.9% this year. The World Trade Organization also published
data, estimating that the volume of world merchandise trade
in 2020 will contract by at least 13%. It was projected in the
World Investment Report of the United Nations Conference on
Trade and Development that global foreign direct investment will
decrease by 40% this year.
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Due to the continuous spreading of the pandemic overseas and
the deterioration of the global business environment, China’s
export-oriented economy, foreign contracted engineering industry
and foreign trade have been under tremendous market pressure.
According to the statistics from the Ministry of Commerce of
the PRC, from January to June 2020, the foreign contracted
engineering business in China achieved a turnover of RMB425.99
billion, representing a year-on-year decrease of 10.6% (equivalent
to USD60.58 billion, representing a year-on-year decrease
of 13.8%). The relevant data from the General Administration
of Customs also showed that China’s engineering machinery
import and export trade volume in the first half of the year was
USD11.575 billion, representing a year-on-year decrease of
18.6%.

At present, the COVID-19 pandemic is still developing worldwide.
Based on the current spread rate of the pandemic, 10 million
new confirmed cases will be added every 30 to 40 days in the
world. The pandemic prevention and control situation is still very
severe. The pandemic prevention and control measures of various
countries still cannot be relaxed, and the long-term impact on the
economy and market continues to deepen.
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Chairman’s Statement

ESRYH

Facing the severe challenges brought by the COVID-19
pandemic and the complicated and volatile domestic and foreign
economic development environment, China’s economy has
shown strong resilience and potential. The foreign contracting
engineering industry and the infrastructure construction industry
are also moving forward firmly in the storm. All market analyses
have agreed that the favorable policies brought about by the
co-construction of “the Belt and Road” initiative will continue
to provide extensive overseas market opportunities to the
engineering contracting industry. The transformation of and
adjustments to the global energy production and consumption
structure will continue to deepen. New infrastructure and various
infrastructure demands related to medical care and people’s
livelihood will also create new industry development opportunities
for the market in the post-pandemic era. All this has laid the
foundation for the relevant industries and enterprises to “nurture
new opportunities amidst crisis and open new doors amidst
changes”.

BUSINESS REVIEW

CMEC is an internationally well-known export-oriented enterprise,
and its international business has been accounting for the vast
majority of the Group’s total revenue. This year, the business
was affected by the impact of the sharp contraction of the
international market, in particular the impact of the global
COVID-19 pandemic and the deterioration of the global business
environment for Chinese enterprises.

In the face of the impact, the Group continued to regard
pandemic prevention and control as its most important task at the
moment, cooperated closely with owners and relevant national
government authorities, and focused on pandemic prevention and
management and ensured safety with all efforts. At present, there
have been no cases of COVID-19 infection or related production
safety accidents at the project sites of the Group at home or
abroad. At the same time, we proactively adopted measures for
the resumption of work and production based on different market
conditions, which maintained our efforts on domestic and foreign
market development, and minimized the negative impact of the
pandemic with endeavors.
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The Group is an international leading engineering contracting
and services supplier, with a primary focus on EPC projects
and particular expertise in the power sector. The International
Engineering Contracting Business is one of the traditional core
businesses of the Group. During the reporting period, the
income generated from the International Engineering Contracting
Business accounted for about 61.9% of the total income, with the
gross profit accounting for about 72.7% of the total gross profit.

In the first half of the year, due to different levels of COVID-19
development in various countries, although certain overseas
projects have been suspended to date and the resumption
timetable cannot be confirmed, the Group still made key progress
in the construction of a number of key overseas projects,
including: successful completion of the 72-hour grid-connected
trial operation of the No. 1 hydro-turbine generator unit of Lake
Lusiwasi upstream hydropower station in Zambia; full completion
of installation work of the main boiler equipment of No. 1 unit of
the Salah Al-Din 2x630MW fuel-fired gas power station in Iraq;
successful completion of roof-topping of the main structure of the
first building of Maldives Housing Project phase Ill (1,530 housing
units); completion of all pouring works of boiler foundation for
the phase Il of the KOSTOLAC-B Power Station Project in Serbia
(KOSTOLAC-B); achievement of the annual power generation
target of the Ethiopian Leipzig Waste Power Plant constructed by
CNEEC under the Company ahead of schedule, with the project
becoming an iconic project of “green” cooperation between China
and Africa.

In addition, the financing of some projects also made important
progress during the pandemic, including: the confirmation letter
for financing closure of the phase Il of the Thar Coalfield Il Block,
Sindh, Pakistan, TEL1x330MW power station project, which is
an important project of the China-Pakistan Economic Corridor,
was issued, marking the official implementation of the project; the
phase Il of Maldives Hulhumale Island power distribution system
project was underwritten by the Sinosure, thus laying a solid
foundation for the next step.
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Chairman’s Statement

ESRYH

Although the COVID-19 pandemic cut off traffic flow around the
globe, the communications and business meetings between the
Group and its customers were not reduced, and the motivation to
open up the market was not weakened. On 26 June, the Group
achieved “three contracts signed in one day”. Through video
conference, the Group signed contracts for three new projects of
rubbish-derived fuel (RDF) power generation, water conservancy
construction and photovoltaic power station with Thailand MITT
Group (ZERZEHFEE), Senegal River Basin Organization (3£ A0
B FE M) and Spain Futuvati Company (B3 % E E
#\]), respectively. In addition, in the first half of the year, the
Group also signed contracts including the phase | of the Belgrade
central sewage treatment plant project in Serbia, the construction
and installation project of 4 gas turbine power stations in Angola,
and the 55MW photovoltaic power plant project in Armenia and
other projects.

For Trading Business, in the first half of the year, due to the
superimposed effects of the COVID-19 pandemic and Sino-US
trade frictions, operations were under heavy pressure. However,
the Group flexibly adjusted traditional models and product
categories, actively explored new business models, and
endeavored to resolve adverse effects, thus achieving certain
achievements. The Group realized the doubling of import and
export indicators by exporting materials for pandemic prevention.
CMIPC, a subsidiary of the Company, has become the major
supplier and strategic partner of XCMG Group, the major supplier
of the braking system of CRRC and the sole supplier for the
localization of cast steel brake discs of Germany Knorr-Bremse
(Suzhou) Intercity Railway. Through the housing construction
project in Canada, East Resources, a subsidiary of the Company,
promoted the overseas sales of nearly a dozen products,
such as building materials and tires, leading the trade volume
to increase significantly. Our overseas branches in Germany,
Thailand, Canada and the Caribbean region quickly capture
market information and quickly develop relevant businesses, thus
effectively reducing the losses caused by the pandemic.
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For the Services Business, the design consulting business
has maintained a good development trend, with all business
indicators maintaining growth. And the bidding business
innovation mode achieved good results. In the domestic market,
the Group continuously put greater efforts into and accelerated
the development of the whole-process engineering consulting and
general engineering contracting business. The general engineering
contracting business of China Machinery International, a
subsidiary of the Company, has accounted for more than 3/4 of
the total, which has significantly improved various indicators. The
Group has actively expanded business areas with large scale,
high technology content, and outstanding value contributions,
such as “new infrastructure”, smart manufacturing, environmental
engineering and sponge cities, signing a batch of contracts
in respect of blockchain industrial park projects, subway BIM
design, smart buildings, smart water utility, smart energy and
smart building data platform projects. The Group has prudently
carried out small investment to drive the major business
projects, and promoted the development of survey design and
general contracting business through participation in project
investment. Through cooperation with the local government, the
comprehensive development of the area, such as industrial park
or old city reconstruction, is carried out, and the advantages of
such business have gradually emerged. In response to the needs
of pandemic prevention, the bidding company, a subsidiary of the
Company, adopted the way of online bid opening. In addition to
the implementation of projects developed in recent years during
the first half of the year, it achieved a revenue growth of 70% and
a profit growth of nearly 300%.

FUTURE OUTLOOK

The COVID-19 pandemic is and will still be the biggest threat
and variable to the global economy and the security of various
countries in 2020 and the next few years. At the same time, the
pressure on the Chinese export-oriented enterprises in the global
business environment will only intensify. We must base ourselves
on these two basic situation judgments, carry out adequate
strategic thinking, make sufficient arrangements for market
direction and resource coordination, and focus on consolidating
our core competitiveness, so as to strengthen our comprehensive
ability to resist market risks.
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Chairman’s Statement

ESRYH

In this regard, the Group must adhere to the following four
principles in the second half of 2020:

First, taking pandemic prevention and control as our first
priority. While carrying out work resumption and production
stabilization, we will continue to be highly vigilant and unremitting,
conduct pandemic prevention and control works on regular basis,
and make every effort to protect the health and life safety of
domestic and foreign employees.

Second, adhering to the market strategy of “stabilizing
overseas market and cultivating domestic market”. We will
implement measures that are in line with local situation and the
one country one strategy policy. With professional capabilities,
refined management and personalized services, we will continue
to promote overseas market development and take effect of key
projects; closely conform to national policies, flexibly leverage our
own advantages, strengthen resource integration and innovation,
expand business scope extensively, and continue to increase
domestic market development efforts.

Third, insisting on the development strategy of
collaborative cooperation. Through both internal and external
collaborations, we will amplify the multiplier effect of business
synergy, and promote the deepening and realization of the
“stabilizing overseas market and cultivating domestic market”
strategy; make full use of the strategic cooperation with
domestic and foreign industry giants and important companies
in the industrial chain to realize a new development pattern of
“dual circulation”, with mutual promotion on a domestic and
international basis.

Fourth, sticking to the construction of high-quality
development strategy system. Taking the development of the
Group’s “14th Five-Year Plan” as an opportunity, the Group will
build a high-quality development strategy system with balanced
development in the domestic and foreign markets, specialized
technological advantages in key areas of the industry, strong
resource integration and innovation capabilities, and discourse
power and influence within the industry.
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At last, on behalf of the Board, | would like to take this
opportunity to express my sincerest gratitude to the Shareholders
who extend concern and support for CMEC 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
26 August 2020
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Company Profile
NGl

The Company was established in 1978 and was the first state-
owned industrial and trading enterprise in the PRC. The Company
is a subsidiary controlled by SINOMACH. The Company was
listed on the Main Board of the Stock Exchange on 21 December
2012. As at 30 June 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.
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Trading Business: The Company conducts the Trading Business
through its sales and marketing network which covers over
150 countries and regions. The sales and marketing network is
established through years of international engineering contracting
and trading experiences and business transactions involving
export and import of products and services to and from these
countries and regions.

Services Business: The Company is engaged in a certain extent
on the Services Business, mainly including design consulting
services, logistics services, tendering agency services, export-
import agency services and other services.
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Company Profile
DNREEN

Corporate Structure: As at 30 June 2020, the Company’s ELRE  HZ=2020F6A30H * AAH
corporate structure was as follows: BT

100%

77.21% 0.78% 2201%

COMPANY

ARNE

: ! Overseas Subsldlanes
'

International Eggwneering Trading Business Services Business Intgmalional E;gineeﬁﬂs Trading Business
Contracting Business ErrT BHES ontracting Business HBEY
HRIREORE ERIBRERY
China National Electric China Machinery Inaustral CMEC Comtrans [ CMECSengaSA | Sino American Machinery
100% Engineering Co., Ltd. i Products Co., ud 100%} International Co., Ltd. 100% (Senegal) 100% | Corporation (Delaware, USA)
FEBNTIRARAE IR B ] DA EEEERHARAR
piahs REBREERA ERNERHERAT (R
(EAE)
100% CE:Q?WQI:V‘:QH ?‘fr::fzx: General Machinery Co., Ltd, 100%| e Mac\m”m o | TMEC ngena Deve\apmem China Mechinery &
r 0, L i quipment nlemauuna Equipment (HK) Company
FERELIEARAT hRALMEERAT Tendering Co., Lmited (geria). | IO9% 1\ mited (Hong Kong, The PRC)
e Ergree R ARA AR CMEC@E‘*B?%EE“E@ RS AR AE
China Machinery Machinery Import & Export CMEC Beiing Property (EEE)
100% International Engineering | 00% N l100%|  Development Co., Ltd. China Machinery
i Design & Research LR Frisrioiinries Engineering Argeniina China Everbest
Institute Co., Ltd. EHOAREEAT R ER AR E A ~ S (Argentna) 100% | Development Intemational
PRI TIZiH N - — — Tl Limited (Hong Kong, The PRC)
A CMEC General Machinery ‘CMEC (Bejjng) International WHRER G AR 2] (A )
Import & Export Co.,Lid! Economic & Legal (FiE)
China JKan Research R, oo Advisors Inc olEe, '(’g"?’:&n
Institute of Engineering MEHOAREFLF 7 CMEC Engineering C.A. Pg S ermany)
100% | Investgations and Design, (Venezueia) e
. Co, Lid CMEC Intematorl EEREARETRAR i
R ey CMES Sroup Shenghal (EREE) Ausino Py, L0, (Ausiala)
A SEA 00% FZ R
ARAEAT [  Forwarding Co. Ltd. China Machinery Engineering WRARAT
; o P orporation Namibia GRAFIT)
100% CMEC Intermational CMEC Machinery & SEREREERRAT | |100% | (proprietary) Limited (Namibia)
;,qf@.?!,gef;"‘iﬁ; (L;/\—] Electric Equipment | T Al CMEC Japan Co,, Ltd,
Sl Import & Export Co, Lid. Shenzhen CMEC Industry WKL ERE AT Uapar)
VARAR Comoration Limited (ktezs) CMEC B frit
‘China Power Construction Y R BB AT [&ES)
s0% Engineering Consulting .
= Central Southem Corporation Crina Fast Resources. CMEC Zambia Development e e G o
REE R TIE it St Liited (Zambia) apan)
i ARAT AREEAR o] mEEmELIEE cMIC HEH R F i
a BiFERAF (a%)
Harbin Power System China Macninery (RLLE)
64829 | Engineering and Research Engineering Wi CMEC Dulch Canbbean
— Institute Co., Lte Co., Lid. CMEC Engineering XXK B.V. (Netherfands)
2 - (Mongolia) CMEC RN
FRHARA TIRARAA BREE TIRARKEAR 08 5 AR ()
(R#E)

China National Machinery &
Equipment Import & Export ‘China Machinery Engineefing

nou) Co,, Lid. 005 | Coporation (PNG) Limitedt
) IR — (Papua New Guinea)
LIRABRAR | Ewﬂn‘z.ﬁgﬁlﬁ

AEM?‘M&WES\

Sinland Development PTE, Ltd.

CMEC Lanka (Private) Limited
k)

Cam)BRAT
China National Machinery &
Equipment Import &

(Sri Lan
FEMEAREELF
(M 2H )

%
Export (Fujan) Co., Lid: CMEC Middle East FZE
SRR (United Arab Emirates)
eHOARAR OMEC
FREHRE
China National Machinery & e
Equipment Import & (FRARERAR)

Export (Hube) Co, Ltd CMEC Mexico Engineenng.

PR (AL ) B

SRETEERAS S.DERLDE CV. (Mexico)

AHETRERAS ERENETR
‘China Machinery Engineering HREERR)(BES)

Yinchuan Free Trad Zone

CMEC Africa Development

Limited (Kenyz)
C mﬁ&ﬁ?ﬁ%ﬁ Pl FRIENERARRA

Maldives Renewable Energy
Company Limited

(Hong Kong, The PRC)

BERXMEAGRAF

(REES)

‘CMEC Guinea Equalorial,
SL. (Guinea Equatorial)
FENEAREERR
SBARE)

100%

[100% (Saudi Arabia)
FEAHRMEREELR
(PP

ARAT(EH)

CMEC Congo SARLU
[100% (Congo)
= PE R ﬁligﬁi{
PR 2 FHIR ()
AREERARR)

CMEC Uruguay Corporation S A
PERAESETE
BRERAGRAR

CMEC Pakistan Engineering
(Private) Limited

L mmm u(Eﬁimﬁ

AR

CMEC Cule D’ lvoire Limited
R R

Hﬁiﬁfﬁﬂﬁiﬁn

China Machinery Engineering Corporation

FEMRREIRRBERAT



Unaudited Interim Results

The Board hereby announces the unaudited operating results of
the Group for the Period, together with the operating results for
the Corresponding Period in 2019 for comparison. For the Period,
the consolidated revenue of the Group amounted to RMB9,071.7
million, representing a decrease of 35.0% over the Corresponding
Period in 2019; profit from operations amounted to RMB370.2
million, representing a decrease of approximately 63.4% over the
Corresponding Period in 2019; profit attributable to the owners
of the parent amounted to RMB626.7 million, representing a
decrease of 36.5% over the Corresponding Period in 2019; net
cash flows from operating activities amounted to approximately
RMB533.9 million while net cash flows used in operating activities
amounted to RMB3,870.7 million in the Corresponding Period in
2019.

REFETHHER

EEeRNEMAERRAHENRER
SR ELE  ER019FRHMEEE
B DAELL®R - RANERR - AEBE K
ABAREEQO7T1.7TEHETT  B2019F [
iR 35.0% : &R A ARKE370.28
80 W2019F FAER A 4963.4% : 578
RERARHEB AN AARKEE26.7EE
JL - B2019F R BRI 2 36.5% ¢ L& EE)
FISHREREFENARARKS3B08E
JT  M2019F REM&EEBFANER S
mEFHEAAAREI870.7THEET °
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Key Operating and Financial Data

EERRERNBRE

1. Revenue

WA
Unit: RMB million
B ARMEET

18,9563.0

1H2019 1H2020
20194 ¥4 2020 E¥F

3. Basic Earnings per Share

SREXEF
Unit: RMB
Bl AR
Ii
1H2019 1H2020

20194F ¥4 20204F L¥4F

5. Backlog for the International Engineering
Contracting Business
BRIBREBEBRTHARE
Unit: US$ million
B BEET

9,075.3

As of 31 December 2019 As of 30 June 2020
L20019% 124312 #EE2020%6830R

China Machinery Engineering Corporation
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Profit Attributable to the Owners of the
Parent and Net Profit Margin
EERESARERANGH R FRANE
Unit: RMB million

B ARBERT

Il Profit attributable to the
owners of the parent
ERNERAEE AN

A

A Net profit margin
o )

1H2019 1H2020
2019F E¥F 20206 E¥F

Value of Newly Signed Contracts for the
International Engineering Contracting
Business

B IBREEENHENEREHE

Unit: US$ million

B ABETT

2,558.5

1H2019 1H2020
20194 L4 2020F L} &



Financial Highlights

MBRE

For the six months ended 30 June

HZEZ6H30HLAEA
2020 2019
2020F 20194
RMB’000 RMB’000
ARMFT ARBEFIT
(Restated)
(Ext)
Revenue WA 9,071,699 13,952,971
Gross profit EF 1,600,657 2,119,986
Other revenue and other (expenses)/ Ha AR EM (FX),/
income, net WA T 58 (329,802) 32,463
Operating expenses LR (900,639) (1,141,447)
Profit from operations 45 5 | 370,216 1,011,002
Profit before tax R 5 A A 821,386 1,247,571
Income tax FrisHi (191,258) (259,581)
Profit for the period 7R HA B8 AT ) 630,128 987,990
Total other comprehensive income Hfbire W B5 2,355 (24,564)
Total comprehensive income for the period ZANERIA4RA W F5 4258 632,483 963,426
Profit attributable to: wmAEER
— Shareholders of the Company — AR REIRRE 626,710 986,437
- Non-controlling interests — FEIE R i 3,418 1,553
Total comprehensive income attributable to: 4R & W EEEEBE R ¢
— Shareholders of the Company — AR REIRRE 631,368 962,639
- Non-controlling interests — FEIE IR i 1,115 787
Basic and diluted earnings per share ERERKEERT
(expressed in RMB per share) (AR AREITEHE) 0.15 0.24
Total non-current assets M E LR 14,957,182 14,892,763
Total current assets MBNEEMETE 39,073,913 39,107,121
Total assets BEBT 54,031,095 53,999,884
Total non-current liabilities ERBBERE 1,794,005 1,713,618
Total current liabilities M BEETE 34,326,089 34,252,526
Total liabilities BEEHE 36,120,094 35,966,144
Equity attributable to Shareholders PNl Sy v 2
of the Company 17,771,165 17,895,019
Non-controlling interests eI 139,836 138,721
Total equity AR 17,911,001 18,038,740
Total equity and liabilities B kBaEEHE 54,031,095 53,999,884

Note:

The financial information of the Group for the six months ended 30 June
2019 and 2020 are set forth on pages 95 to 162, and is presented on the
basis set out in note 2.1 to the unaudited interim financial report.

At -

NEBEHZE20199F £ 20206 A30H 1-/~ @A
NP BEREIIREIBE1628H » MIEAKLET
hHRB TSR E M ST 2 A RE L EM 2751 -
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INDUSTRY OVERVIEW

Since the beginning of this year, the sudden outbreak of
COVID-19 pandemic has an unprecedented blow to the
world, and the global economy has dipped into the most
serious recession since World War Il. The World Bank
predicts that the global economy will shrink by 5.2% this
year, marking the worst recession since World War Il. The
proportion of economies with a decline in per capita output
will reach the highest level since 1870. Economic activities
in developed economies are expected to shrink by 7% this
year, while emerging countries and developing economies
are expected to experience a contraction of 2.5%. Per
capita income is expected to decline by 3.6%, which will
plunge millions into extreme poverty this year. Countries
that are most severely affected by the epidemic and those
that rely heavily on global trade, tourism, commodity exports
and external financing are more heavily hit. The political
and security risks in some areas caused by the economic
recession have also increased significantly.

China is facing up to severe risks and challenges domestically,
and the whole country is organizing and facilitating works on
epidemic prevention and control as well as economic and
social development. Thanks to a series of effective policies,
the epidemic prevention and control continue to improve,
while the resumption of work, production and business has
accelerated. The Chinese economy experienced downward
trend followed by a rise, and picked up with steady recovery.
In the second quarter, economic growth turned from negative
to positive, with major indicators showing recovery growth. As
economic activities gradually resumed, basic livelihood was
strongly secured. Market expectations were generally positive,
and the overall social development was stable. According
to preliminary calculations, the gross domestic product
(“GDP”) in the first half of the year was RMB45,661.4 billion,
representing a year-on-year decrease of 1.6% based on
comparable price calculation. On quarterly basis, the GDP fell
by 6.8% year-on-year in the first quarter, and grew by 3.2%
in the second quarter. When compared with the previous
quarter, the GDP grew by 11.5% in the second quarter.

China Machinery Engineering Corporation
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Management Discussion and Analysis
BEEENWR DM
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Management Discussion and Analysis
EEENwmR DN

(—)IEBEE

() Engineering Contracting

From January to June 2020, foreign contracted
engineering business in China achieved a turnover of
RMB425.99 billion (equivalent to USD60.58 billion),
representing a year-on-year decrease of 10.6%. The
newly signed contracts amounted to RMB753.82 billion
(equivalent to USD107.2 billion), representing a year-
on-year increase of 5%. In the first half of the vyear,
the number of newly signed major foreign contracted
engineering projects increased. There were 381 newly
signed projects with a contract value of more than
USD50 million, and the value of which amounted to
USD89.03 billion in aggregate, accounting for 83.1%
of the total value of newly signed contracts. Among
them, there were 222 projects worth more than
USD100 million, representing an increment of 5 over the
Corresponding Period in 2019.

Since the beginning of this year, due to the continuous
spread of the COVID-19 epidemic worldwide, the global
economy has slid into an unparalleled recession, and
the outlook for global infrastructure is pessimistic. Given
the sharp increase in various challenges and risks in the
international infrastructure market, Fitch International
has lowered the infrastructure growth index for all
continents this year. The UN Conference on Trade
and Development predicts that, as compared with the
2008 global financial crisis, the COVID-19 epidemic
has caused a more severe global economic situation,
and most economies have encountered unprecedented
demand shocks. It is expected that the global foreign
direct investment flow will be reduced by 40% in 2020,
reaching the lowest level in last two decades.

2020 1E6 A - HEYIIEB
THEENEXEARKEL4,259.9
BT (F15605.818Fk ) * AL
TFE10.6%  FEERBEAR
#7,5638.218 7L (15 1,072183%
JC) R RS% o E¥F -
INEBTRMEBEAREEES
%A [F%E5,0008E T E/E
EAB3811E - £%AF890.3183%
T EHEARBTENS3 1% -
Hep - FERITIEE 222 @ 8
20194 [RI HRE N5 i -

SELR - BRI BEBERIR
REEE - 2IREBER AR TR
ENZER  2RERAISTAY
B AREEMISSERENR
SEREEN  BAEREKELTH
TESFEZRMNOEZIERIEE -
e BEEEeRENR - BH2008F
2IREFEEAL - R AE
BE2HEEREEMERE - X
ZHEEBEBTHMARBNT
KEE - B 2020 F 2 HINEE
BERAEAREBREAI40% - EFRH
20FF REIE K -
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Management Discussion and Analysis
BEEENWR DM

In particular, for the foreign contracting engineering
industry with high interactivity requirements, the impacts
of the epidemic create a more complicated environment
for industry development, and the difficulties, risks and
uncertainties have increased unprecedentedly. First, the
production and operating activities of the enterprises
are seriously affected. The immigration of personnel
and the supply of equipment and materials are blocked.
Some projects under construction are suspended
while the development of new projects is interrupted.
Hence, there are increasing risk exposures in terms
of enterprise production and operation and contract
performance. Second, the short-term downward trend
of the international infrastructure market has intensified.
Affected by unfavorable factors such as the international
economic downturn, the global spread of the epidemic,
the volatility of bulk commodity in low prices and Sino-
US trade frictions, capital risk aversion constantly
rises. The funding gap in the international infrastructure
market will continue to widen. Consequently,
infrastructure investment demand will be further
suppressed in the short run. Third, traditional business
models are facing formidable challenges. Default risk
of sovereign debts in some countries has increased.
Financial institutions have suspended lending. Financing
framework projects have drastically reduced. China has
implemented strict regulations on corporate outbound
investments, and approval procedures and time
limits cannot meet the needs of corporate outbound
investment decisions.

China Machinery Engineering Corporation

FEIRMREIRROERAT

RN EMEZRB SN
SMERBTRRITERG  RIFNHFE
BETXERARNREE NS
ARAERE - IR R A N E M=
RIINK - —REEFELENE
ERERS  ABHABENRE
WEHEZE  BOHEZEBRF
EET HEBRETE 0%
EELEMERBEHRRIMA
TREREEMSREATITES
el FEREETT  RIER
REE - AREmEREKLE
B FXEBEZEREFIMAEE
TR ALBRISERSETR
BEREETSESRASEER
R EHRERREREF RS
HEE TG o —RERER
BEAHBEAKE  MoOBRE
REBEZORRMAK SRS
BamE  mEERERERBZBER
L BRAHEEHIIMNIEEERR
1% BHEFMERER D
REIMIERRBE -



Management Discussion and Analysis

However, risks and opportunities always coexist. In the
first half of the year, despite the huge impact of the
epidemic causing a year-on-year decline in turnover of
foreign contracted projects, the value of newly signed
contracts sustained its growth momentum. The growth
in newly signed large-scale projects worth USD50
million and over USD100 million continued, especially
in countries along “the Belt and Road”, where the
value of newly signed contracts still accounted for half
of the newly signed contracts for foreign contracted
engineering projects in the same period. In respect
of foreign investment, non-financial direct investment
in countries along “the Belt and Road” was USD8.12
billion, representing a year-on-year increase of 19.4%.
This fully highlights the value of the co-construction
of “the Belt and Road”, verifies the resilience of the
co-construction of “the Belt and Road”, and further
illustrates the favorable policies and broad market
brought about by “the Belt and Road” initiative. Though
the engineering contracting industry is under heavy
pressure, there are still opportunities to break out.

In addition, the global energy production and
consumption structure is rapidly developing towards
low-carbon, clean and high-efficiency green new
energy, which also creates opportunities for foreign
engineering contracting, especially in the field of electric
energy. The global electrification level continues to
rise, and new energy power generation will become
a new hot spot in the future global power market. At
the same time, technological advancement and cost
reduction will also fasten the arrival of the new energy
power generation era. Recently, in order to deal with
the impacts of the epidemic, many countries have
introduced supportive policies to promote energy
transition. For example, the EU plans to complete
the revision of the “European Energy Infrastructure
Regulations” by the end of 2020, which includes the
“electricity alternative plan”, while the Vietnamese
government has formulated new energy targets for
2030 and other targets.

BEBENWNE DN

B2 EEMEBEIEWTFH -
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BT BRES5RBERT T
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Management Discussion and Analysis
BEEENWR DM

() Trading

Since the beginning of this year, in the face of the
severe challenges that the epidemic has brought to
the foreign trade development, the government has
introduced a series of foreign trade stabilization policies
and measures and vigorously implemented them. In
order to support foreign trade development, it has
improved export tax rebates, increased foreign trade
credit, offered greater export credit insurance support,
and set up cross-border e-commerce comprehensive
pilot zone, thereby fully stimulating the vitality of market
players.

Through joint efforts, foreign trade has shown signs of
stabilization. Exports had recorded positive growth for
three consecutive months since April, while imports
achieved positive growth in June. In the first half of the
year, total import and export volume in China decreased
by 3.2% to RMB14.24 trillion. In particular, exports
amounted to RMB7.71 trillion, down by 3%, while
imports amounted to RMB6.53 trillion, down by 3.3%.

However, the following facts shall never be ignored.
The epidemic is still currently spreading across the
world, rebounding in some countries and regions, with
new confirmed cases repeatedly reaching new highs.
The global economy experiences severe recession,
international demand has shrunk sharply, and trade
barriers have increased significantly. Foreign trade
development situation faced by China is still severe
and complicated. The difficulties faced by many foreign
trade companies, such as insufficient orders, interrupted
logistics and unstable industrial and supply chains, are
still very prominent.

China Machinery Engineering Corporation
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Management Discussion and Analysis

The foreign trade operations in the first half of the year
mainly showed the characteristics below:

First, there was a more optimized layout of the
international market. Imports and exports to emerging
markets fell by 2.4%, which outperformed the slowdown
in the total imports and exports by 0.8 percentage
point. Imports and exports to ASEAN grew by 5.6%,
with ASEAN becoming China’s largest trading partner.

Second, there was a more balanced domestic regional
layout. Exports in the central and western regions
increased by 1.6%, which was 4.6 percentage points
higher than the overall growth rate. Provinces such
as Jiangxi, Sichuan and Guizhou actively undertook
industrial transitions, and deeply explored overseas
markets, thus achieving double-digit growth in exports.

Third, the vitality of private enterprises continued to
enhance. Private enterprises actively gave full play
to their flexibility and adaptability, and accelerated
transformation and upgrading, recording a 3.2%
increase in exports, which was 6.2 percentage points
higher than that of the overall growth. The exports
of state-owned enterprises and foreign-invested
enterprises fell by 9.8% and 9.1%, respectively.

Fourth, the upgrade of export commodity structure
continued. The electromechanical product exports
declined by 2.3%, which outperformed the overall
decline by 0.7 percentage point. In particular, high-
quality, high-tech and high-value-added products, such
as integrated circuits and medical devices, achieved
rapid growth, and the new energy vehicle exports grew
by more than double.
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Management Discussion and Analysis
BEEENWR DM

Fifth, the new business formats, such as cross-border
e-commerce, developed rapidly. Leveraging their
unique advantages such as contactless in nature,
short transaction chains and overseas warehouses,
cross-border e-commerce companies supported the
transformation and upgrading of traditional industries,
and encouraged the utilization of the Internet, thus
recording a 28.7% increase in retail exports. The market
procurement and trade policy environment continued
to improve and stimulate the vitality of market players,
resulting in a 33.4% increase in exports.

Sixth, the import volume of major bulk commodities
increased with a drop in prices. China’s epidemic
prevention and control situation continued to
improve, economic operations recovered steadily,
and resumption of industrial production accelerated,
driving an increase in import demand for bulk products.
However, due to weak international market demand,
commodity prices generally dropped.

(Ill) Services Business

The survey and design industry in the Services Business
faces both opportunities and challenges in general.

China Machinery Engineering Corporation
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Management Discussion and Analysis

On the one hand, new opportunities are brought
about by the high-quality development of the industry
and national policies such as “the Belt and Road”
construction and the “new infrastructure”. Over the
years, the advancement of “the Belt and Road”
construction has brought about good opportunities
for international development and a huge market for
survey and design enterprises. At the same time, the
construction has covered a wide area in China, with
investment in key areas continuously increasing. The
development of new infrastructure will further accelerate
the interconnection of everything and bring new
service scenarios and new market demands, which
will also create numerous new market opportunities
and market space for design companies. In addition,
general contracting of projects will become the focus
of industry development in the future since it can
achieve effective integration of engineering value.
Over the years, China has issued a number of policies
to promote its development. In 2016, the Ministry
of Construction promulgated “Several Opinions
on Further Promoting the Development of General
Contracting of Projects”, clearly introducing the policy
of “deepening the implementation of reform of the
organizations carrying out construction projects and
promoting the general contracting system”. In 2017,
the State Council promulgated the “Opinions on
Promoting the Sustainable and Healthy Development
of Construction”, which set “the acceleration of the
implementation of general project contracting” as one
of the key points in the reform and development of the
construction industry. With the facilitation of policies
and as requested by the owners, it is expected that
the proportion of general project contracting among
different segments will further increase in the future.
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BEEENWR DM

On the other hand, the survey and design industry
is undergoing a dynamic, complex, ambiguous, and
fusion of major changes. The internal driving force of
enterprise development and the core competitiveness
of the industry are changing. In addition, the epidemic
has further created shocks and uncertainties to the
socio-economic environment as well as the domestic
market, bringing new challenges and requirements to
the development of the industry.

First, the industry growth rate has slowed down and
entered a high-quality development stage. The revenue
growth rate of the domestic survey and design industry
has slowed down, while incremental competition has
gradually shifted to stock competition. Profit margin
of the industry has fallen, illustrating that the extensive
growth model in the past is unsustainable. Hence, the
survey and design industry has gradually entered a
stage of high-quality development.

Second, the reform of industry qualification
management has further deepened the industry’s
market-oriented development. The survey and
design industry is one of the industries with the finest
classification of qualifications and the most stringent
qualification requirements among all industries across
China. Such industry barriers have significantly hindered
the cross-industry development of enterprises in the
industry. Over the years, the Ministry of Housing and
Urban-Rural Development has successively introduced
relevant policies, proposing to strengthen personal
qualifications and dilute corporate qualifications.
The reform of industry qualification management is
essentially to change the system and mechanism
that hinder the development of the industry under the
original planned economy, thereby achieving further
market-oriented development within the industry. From
the direction and process of government reforms,
the enterprise qualification system is expected to be
diluted in the future, and barriers between industries
will gradually be broken down, further deepening the
degree of market-oriented development of the industry.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Third, internal management has become an important
factor affecting the development of enterprises in the
industry. For a long time, the survey and design industry
has developed rapidly in economic development. Due
to the large market scope and rapid growth of the
industry, rapid expansion of scale and acquisition of
business through resource relations have become the
key to winning competition, and enterprises have not
paid enough attention to internal management. But
for now, competition between enterprises has been
intensified due to various factors including the slowdown
in industry development, the transition of incremental
competition to stock competition, the breaking down
of industry barriers caused by qualification reforms
and the further deepening of the industry’s market-
oriented development. The extensive management and
loose organization of enterprises in the past can no
longer meet the needs of future industry development.
Strengthening internal management has become the
key for enterprises to become industry winner in the
future.

BUSINESS REVIEW

In the first half of the year, under the serious threat to the
business development brought by spread of COVID-19
pandemic across the world, staff at all levels of the Company
worked together, both internally and externally, and a multi-
pronged approach was adopted. Focusing on pandemic
prevention, work resumption and management, we put great
efforts and endured great pressure, thus achieving consistent
pandemic prevention in our domestic and overseas
operations. Despite the stable operation of the Company as
a whole, there was still great uncertainty. During the Period,
the revenue from the International Engineering Contracting
Business accounted for about 61.9% of the total revenue,
with the gross profit accounting for about 72.7% of the total
gross profit.

BERENWR D

ZRAREEEK AT HTEAL
XERNEZRZR - REMUK
WERFATEELBEERYTS
B - ARITENT S ZERE
R BRERR  RRBEBARE

BBERBRESEBRARS
BERRER  CERYAMEEDN

SRTH - BREmBTTEE
REENRE RERTFHEA
GERT ELAERESNAE

BT ERNITRNITET IS
RERE—Z IR 't“%@ﬁ
BhECEOREZEMZR -
EEAREE RN K E’\J%ﬂ
BERKHUERRRITEERY
Tk o IR E R K BRI
PEEFEFHLATR AR
Ht o

EBHE

L¥F AERREENTBEBS
TRERET XﬁémﬁMm AT QA]
ETEL - RN BT F
W%E~ﬁﬂ@1 ﬁmgﬁ (gEs
THR¥ZH EAXTEREN  BR
THERINTEIIEFE - AR REE
TEE - BRDBRATHEE M - A
HARS - BRI AR ¥R AU A4
61.9% » EFMEENHEEELT72.7% °

Interim Report 2020
—BoBERHRE

25



Management Discussion and Analysis
EEENWR DN

() International Engineering Contracting Business (BB IRREEL

The Group is an international leading engineering
contracting and services supplier, with a primary focus
on EPC projects and particular expertise in the power
sector. The International Engineering Contracting
Business as one of the traditional core businesses of
the Group, accounted for about 61.9% of the total
income of the Group for the Period. The income from
the power sector accounted for about 57.5% of the
total income of the International Engineering Contracting
Business, while the gross profit of the power sector
accounted for about 63.7% of the total gross profit of
the International Engineering Contracting Business, with
the gross profit margin remained about 23.0%, holding
a leading position in the industry.

The following table sets forth the details of the
International Engineering Contracting Business for
the Period, together with comparative figures for the
Corresponding Period in 2019:

REBERBEKELH TR HE
FR%% - FEFFNEPCIER -
HRBERRENERITE - BF
ITRERABEBR/RAEEBESRZO
¥z —  BERAHRARE
Eal AHG61.9%  HEah » BN
BERITEWMAE AR EERHR TE
EBEBBIMALS7.5%  ME
TEERITENEFBME R T
EBEBBENLE3.7% - EF
RIRIFEA23.0% * BEIRITESE
IR o

TR AEEERE TR E
BEEE - AN2019FRIEA L E
(el

Six months
Six months ended 30
ended 30 % of June 2019 Increase/
June 2020 Total (Restated) (Decrease)
BZ2020F HZ2019%
6A30A L 6A30E 1
~MEA t#%%  ~ER(ER)  #£m/(RD)
RMB RMB
million million
AREEET AREEET
Revenue KA Power ENER 3,224.3 575 6,646.4 (51.5)%
Transportation and RBEGR
telecommunications EFEA 63.9 1.1 166.7 (61.7)%
Non-Core Sectors FELTE 2,320.9 41.4 2,798.4 (17.1)%
Total - 5,609.1 100.0 96115 (41.6)%
26 China Machinery Engineering Corporation
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Six months
Six months ended 30
ended 30 % of June 2019 Increase/
June 2020 Total (Restated) (Decrease)
EZ2020F HZ2019%
6A30A L 6A30E 1
~MEA t#%%  ~ERER)  #m/(RS)
RMB AMB
million million
AREEET AREEET
Gross Profit EF| Power ENER 740.2 63.7 1,252.7 (40.9)%
Transportation and LBEGR
telecommunications BB 13.6 1.2 398 (65.8)%
Non-Core Sectors FRUITR 407.7 35.1 297.0 37.3%
Total - 1,161.5 100.0 1,589.5 (26.9)%
Six months
Six months ended 30
ended 30 June 2019 Increase/
June 2020 % of Total (Restated) (Decrease)
BZ2020F HZ2019%
6A30ALL 6A30E 1
~MEA t#%%  ~ER(ER)  #m/(RY)
USS$ million US$ milion
BEET AEET
Value of HEH  Power EVIEDH 399.3 39.0 1,291.8 (69.1)%
newly AR Transportation and LBEGR
signed £ telecommunications BB - - 351.0 (100.0)%
contracts Non-Core Sectors FROTE 630.5 61.0 915.7 (31.1)%
Total &t 1,029.8 100.0 2,568.5 (59.7)%
Interim Report 2020 27
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Six months As at 31
ended 30 December 2019 Increase/
June 2020 % of Total (Restated) (Decrease)
220205 R20195
6A30H 124318
L8R HHE% ()  #0/(RD)
US$ million US$ million
BEET BEZT
Backlog KTHK  Power EWED 5,255.9 60.0 5,541.4 (5.2)%
&FE#2  Transportation and RBEGR
telecommunications ETEA 3295 3.8 330.6 (0.3)%
Non-Core Sectors FROTE 3,166.5 36.2 3,203.3 (1.1)%
Total &t 8,751.9 100.0 9,075.3 (3.6)%

China Machinery Engineering Corporation
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As at 30 June 2020, the Group had undertaken HZE2020F6 A30H » REEH
engineering contracting projects in more than 50 TiEFABIEREKEEEBEBES0(E
countries over the world, primarily in Asia, Africa, BIZR - £27M - 3EM - BUM
Europe and South America. The following map indicates RmEZEM o LAT B #B R H 2009
the locations of our engineering contracting projects F1H1HZE2020F6 A30H %
from 1 January 2009 to 30 June 2020: MIRABEENUE :

North
America

Note: The map is provided only for illustrative purposes and i EEEFARE - WK
not drawn to scale. It is not intended to accurately LBl fmae - HER B B FE %
show the exact locations of our engineering contracting WETREMOIEABIEERN
projects. B -
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The following table sets forth a breakdown of the

revenue from the Group’s international engineering

contracting projects by geographic locations for the

Period, together with the comparative figures for the

Corresponding Period in 2019:

TREFIAEERAHHEE2019
FRIH LR S D r B Ti2A
BIRE AR :

Six months ended 30 June

HZEZ6H30HLEAEAR
2020 2019 (Restated)
20204 20194 (&)

RMB million % of Total RMB million % of Total

AR¥EETT 1A% AREEET 154858 %
Asia N 2,942.8 52.4 5,022.5 52.2
Africa FEM 1,991.6 35.5 3,333.9 34.7
Europe BOM 511.5 9.1 916.2 9.5
South America = EM 92.7 1.7 168.9 1.8
North America 1b3EM 70.5 1.3 170.0 1.8
Total &% 5,609.1 100.0 9,611.5 100.0
1. Steady project execution with some bright 1. HEEHTEEETEZE

spots

In the first half of the year, the Company focused
on pandemic prevention and supervision on
every ongoing projects. Thanks to accurate
implementation of policies that are in line with
local situation, the project execution was stable in
general. No major risks or accidents occurred in all
projects, and none of the on-site personnel were
infected with COVID-19. At present, some projects
have been suspended due to different levels of the
pandemic situation in various regions, and there
is greater uncertainty on the next step of work
resumption. However, there are still many projects
that have made important progress. Under the
premise of safety operation, some projects are able
to fully facilitate construction works.

China Machinery Engineering Corporation

FEIRMREIRROERAT

E¥EF - RRHEETFRT
BAE—FNHE - —FMNE
g R HE - BEREK
BRTHERERNTIERNER
TR MMEREBEERAR
MEWEE  IEHRBAR
BE-ARREFERAL - B
Al A B MEBETRIR
EX¥E BLBAACDERE
T YET—HNETEER
BRATEEN - BRINDAE
ZEEEMSEELR &
HARZEZMART - BI&MNG
fe TR R 2 T E -



Management Discussion and Analysis

On 14 February, the No. 1 hydro-turbine generator
unit of Lake Lusiwasi upstream hydropower station
in Zambia successfully completed the landmark
project node of the 72-hour grid-connected trial
operation. At that time, the COVID-19 pandemic
was spreading across China, some commissioning
and testing personnel failed to arrive as scheduled.
The project department timely adjusted the plan,
mobilized and deployed available resources to the
maximum extent, and overcame various difficulties
caused by shortage of manpower. Hence, various
commissioning preparations were completed at
the fastest pace, and passed the 72-hour on-
grid trial operation at one time. The project owner,
ZESCO Limited, spoke highly of our Company’s
rapid completion of the first power generation
unit despite being heavily affected by domestic
COVID-19 pandemic.

On 16 April, the boiler hydraulic test for the No. 1
unit of the Salah Al-Din 2x630MW fuel-fired gas
power station in lrag was carried out, marking an
important milestone of the project. After careful
and comprehensive preparation, as well as
communication and coordination between parties,
the first hydraulic test was successful, marking the
completion of installation work of the main boiler
equipment of the unit. Earlier on 1 April, Zhang
Tao, the Chinese Ambassador to Irag, and the
expert team in supporting Irag’s anti-pandemic
works from China Red Cross visited the project
site, and gave guidance on the on-site pandemic
prevention works. They had affirmed the measures
taken at the project site for pandemic prevention
and control.

BEBENWNE DN
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On the morning of 18 June, roof-topping of the
main structure of the first building of Maldives
Housing Project phase Il (1,530 housing units)
contracted out to our Company was completed
successfully. The project, which was divided
into three phases with a total of 5,000 housing
units, was a key livelihood project of Maldives
Government. As the Maldives declared a state of
emergency due to the impacts of the pandemic,
the project department focused on both pandemic
prevention and construction works, overcame
various difficulties, and made significant progress
in the project, thus laying a solid foundation for the
next resumption of work and production. At the
topping-out ceremony, Zhang Lizhong, the Chinese
Ambassador to the Maldives, fully recognized
the Company’s assistance to the embassy in
organizing and implementing various pandemic
prevention works during the pandemic, and praised
the role of state enterprises in the “resumption
of work and production” action. He hoped that
the Company would give full play to its market
advantages gained from years of operation in the
Maldives, and continue to play a positive role in the
friendship between China and the Maldives.

China Machinery Engineering Corporation
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On 25 June, facing the dual adverse effects of the
COVID-19 pandemic and continuous rainstorms
in Serbia, we made carefully deployment and
preparations in advance for the phase Il of the
KOSTOLAC-B Power Station Project in Serbia
(KOSTOLAC-B). When an opportunity arose, we
commenced construction works at high speed and
were charged with all strength, and successfully
completed all pouring works of boiler foundation,
thus laying a solid foundation for steel frame
hoisting. The construction of the main structure
of the project was about to step into fast track,
which was unanimously praised by the Serbia
owners. Earlier on 16 May, the Chinese medical
expert team in supporting Serbia’s anti-pandemic
works visited the project site. The medical expert
team highly affirmed and appreciated a series of
positive measures taken by the project in response
to the pandemic. During the conversations and
exchanges with experts, they repeatedly praised
our actions for exceeding their expectations.

In addition, the financing of some projects made
important progress during the pandemic. On 6
March, the confirmation letter for financing closure
of the phase Il of the Thar Coalfield Il Block,
Sindh, Pakistan, TEL1x330MW power station
project, which was invested and constructed by
our Company, was issued, marking the official
implementation of the project. This was another
achievement of China-Pakistan Economic Corridor.
On 15 June, the phase Il of Maldives Hulhumale
Island power distribution system project contracted
out to our Company overcame various difficulties
such as the change of the local government
composition and the global outbreak of COVID-19
pandemic, and was successfully underwritten by
the Sinosure thus laying a solid foundation for the
next step.
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Market development against the trend is
rewarding

On 26 June, the Company achieved “three
contracts signed in one day”. Through video
conference, the Company signed contracts for
three new projects of rubbish-derived fuel (RDF)
power generation, water conservancy construction
and photovoltaic power station with Thailand
MITT Group (ZEEIZ454£E), Senegal River Basin
Organization (ERINE A REFEALE) and
Spain Futuvati Company (7% B & A &),
respectively. Thailand MITT Group, which had
focused on investment and development in the
power industry, had reached agreements with
the Company on a number of similar projects,
which played an important role on the Company’s
in-depth development of the power field and
strengthening of market share in Asia. Senegal
River Basin Organization was responsible for the
comprehensive development of water conservancy,
hydropower, shipping and transportation in the
Senegal River Basin, and had been recognized
as one of the most successful regional watershed
development international organizations in the
world. In January 2018, an international public
bidding for the Gourbassi Hydroelectric Project
was conducted. After fierce competition, the
Company successfully won the bid. Spain Futuvati
Company is an investment developer in a well-
known European photovoltaic energy project.
This project is the Company’s first full-scale solar
photovoltaic power station project contract. The
entire site will use the most advanced technology
in the field of photovoltaic power stations in the
world. The scope of the project includes design,
procurement, construction, commissioning, grid
connection and paid operation and maintenance.
The project will have a profound impact on the
Company’s deepening of photovoltaic technology
research and strengthening of its influence in the
global photovoltaic industry.

China Machinery Engineering Corporation
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In addition, the Company also signed contracts
including the phase | of the Belgrade central
sewage treatment plant project in Serbia; the
construction and installation project of 4 gas
turbine power stations in Angola; and the 556MW
photovoltaic power plant project in Armenia and
other projects.

Although the COVID-19 pandemic cut off traffic
and blocked the flow, the communications and
business meetings between the Company and its
customers were not reduced, and the motivation
to open up the market was not weakened. In the
first half of the year, there were more than ten
corporate-level exchanges with customers from
all walks of life through video conference, and
consensus was reached in many aspects, such
as new business models and new cooperation
areas. At the same time, the Company donated
anti-pandemic materials to key market countries
such as the Maldives, Sri Lanka, Saudi Arabia,
Serbia, Uzbekistan, Iceland, Argentina, Angola and
Bangladesh in a timely manner, which showed
the elegant demeanor of state enterprises and
embodied the responsibilities of state enterprises,
and has been widely praised.
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() Trading Business

In the first half of the year, due to the superimposed
effects of the COVID-19 pandemic and Sino-US trade
frictions, volatility and uncertainty increased sharply,
and operations were under heavy pressure. However,
all employees faced difficulties, sought opportunities
in crisis, actively explored new business models, and
endeavored to resolve adverse effects and minimize
losses, thus achieving certain achievements.

The following table sets forth the details of the Trading
Business for the Period, together with the comparative
figures for the Corresponding Period in 2019:

(DEZRE

E¥EF  BHEBXHERIEM
TRXEZEENRNTZE K
B RS - REERRE
B E2BE8T0%MmML  Bh
SH BERERRHEGEN - &
NLEARRE - BERKRED&
1K - BUS — BB -

TR IEANREE 5 EHF
1BER2019F R AN LI BT -

Six months

Six months ended 30
ended 30 June 2019 Increase/
June 2020 % of Total (Restated) (Decrease)

HZ20205F HZ2019F

6A30H L 6A308 IE
~MEA 4&E% ~ER(ER)  E0/(RD)

RMB million RMB million

AREEET ANREEET
Revenue KA International trade HBES 2,151.1 87.8 2,935.6 (26.7)%
Domestic trade NE % 300.2 12.2 311.0 (3.5)%
Total = 2,451.3 100.0 3,246.6 (24.5)%
Gross profit EF|  International trade BRE S 188.7 79.7 196.2 (3.8)%
Domestic trade NE S 48.1 20.3 31.0 55.2%
Total B 236.8 100.0 227.2 4.2%

36 China Machinery Engineering Corporation
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General ideas in response to the pandemic

First, we responded to the pandemic and flexibly
adjusted traditional models and product categories.
We timely adjusted our marketing methods and
models, reduced the flow of personnel by using the
internet, and flexibly adjusted product varieties and
structures based on market demand.

Second, we focused on both overseas market
and domestic market, aiming to sustain current
volumes while secure additional volumes.
Affected by the dual impacts of Sino-US trade
friction and the pandemic, the development of
traditional foreign trade business was difficult.
While vigorously developing overseas markets, we
explored domestic quality customers using our own
advantages, so as to reduce the impacts caused
by international political and economic changes
through “two directions” approach.

Third, we actively coordinated with relevant
domestic and foreign institutions to ensure
implementation and promote effectiveness. We
actively coordinated with relevant domestic and
foreign government departments and financial
institutions to complete various works ahead of
schedule in this special period, so as to ensure
smooth project implementation while striving to
make contracted projects take effect as soon as
possible.
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Actively exploring new business models

First, the main trading subsidiaries of the Company
timely grasped the opportunity of exporting
materials and products for pandemic prevention,
and realized the doubling of import and export
indicators by exporting materials for pandemic
prevention, effectively making up for the decline in
exports caused by the pandemic.

Second, the efforts in the development of new
overseas market and domestic markets continued
to increase. At present, CMIPC has become the
major supplier and strategic partner of XCMG
Group, the major supplier of the braking system
of CRRC and the sole supplier for the localization
of cast steel brake discs of Germany Knorr-
Bremse (Suzhou) Intercity Railway. CMIPC has
entered into a sales dealer agreement in South
America to explore the South America market. East
Resources, which develops infrastructure and trade
projects in Caribbean countries, is currently making
every effort to make a substantial breakthrough
this year.

Third, the engineering + trade linkage business
had a good momentum. Through the housing
construction project in Canada, East Resources
promoted the overseas sales of nearly a dozen
products, such as building materials and tires,
leading the trade volume to increase significantly.

Fourth, facing the international pandemic, our
overseas branches in Germany, Thailand, Canada
and the Caribbean region utilized important
platform advantages to quickly capture market
information and quickly develop business of
materials for pandemic prevention, effectively
reducing the losses caused by the pandemic.

China Machinery Engineering Corporation
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(lll) Services Business

In the first half of the year, the bidding business
innovation mode in the Company’s services business
achieved good results. In order to effectively prevent
and control the pandemic and avoid personnel
gathering, CMEITC adopted the way of online bid
opening, and broadcasted the bid opening site
on the internet through video conference, so that
the bidders can participate in the bidding without
attending in person. At the same time, this can ensure
the fairness, transparency and openness of the bid
opening process. With the change of bidding mode
and the implementation of projects developed since
the past two years during the first half of the year,
the bidding company achieved a revenue growth of
70% and a profit growth of nearly 300%. Under the
harsh environment, the bidding company successfully
completed its business tasks in the first half of the year.

The following table sets forth the details of the Services
Business for the Period, together with the comparative
figures for the Corresponding Period in 2019:
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Six months
Six months ended 30
ended 30 June 2019 Increase/
June 2020 % of Total (Restated) (Decrease)
522020 BZ2019F
6A30H L 6A308 1
~MEA t#E%  ~ER(ER)  Em/0RD)
RMB million RMB million
ARBEET AR¥EET
Revenue KA Logistics services AR 121.8 12.0 193.9 (37.2)%
Design services BEi 424.4 42,0 463.8 (8.5)%
Tendering agency ~ BERERH
services 20.5 2.0 13.9 47.5%
Export-import ENORERS
agency services 13.2 1.3 35 277.1%
Others Htt 431.4 42.7 419.8 2.8%
Total Bt 1,011.3 100.0 1,094.9 (7.6)%
Gross Profit %7 Total Bt 202.4 100.0 303.3 (33.3)%
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The design consulting business has maintained a
good development trend. All business indicators have
maintained growth, mainly attributable to:

1. Continuously increasing investment in technology.
Through technological innovation, we have
promoted the upgrading of product service and
business model, and facilitated the transformation
to a comprehensive service-oriented enterprise with
high-tech operations. China Machinery International
has made great efforts in the fields of sponge
city, smart manufacturing, prefabricated building
and environmental engineering, and has formed
a series of innovative, applicable and proprietary
engineering application patents and proprietary
technologies with independent intellectual property
rights, which have been applied to engineering
projects in succession. In the field of space
and ground information surveying and mapping
technology, JiKan Research Institute has made
great progress in UAV manufacturing and aerial
photogrammetry technology, three-dimensional
laser scanning technology, Insar technology and
intelligent measurement technology. The “Intelligent
Eagle” (54 f&) surveying UAV has attracted
wide attention. Some of the research results won
the second prize of science and technology of
Chinese Society for Geodesy, Photogrammetry and
Cartography in 2019.

China Machinery Engineering Corporation
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Management Discussion and Analysis

Actively exploring new business models. First,
we continuously put greater efforts into and
accelerated the development of the whole-
process engineering consulting and general
engineering contracting business. At present,
the general engineering contracting business of
China Machinery International has accounted for
more than 3/4 of the total, which has significantly
improved various indicators. Second, we have
actively expanded business areas with large
scale, high technology content, and outstanding
value contributions, such as “new infrastructure”,
smart manufacturing, environmental engineering
and sponge cities. For example, the types of new
infrastructure projects launched include blockchain
industrial park projects, subway BIM design, smart
buildings, smart water utility, smart energy and
smart building data platform projects. Third, we
have prudently carried out small investment to
drive the major business projects, and promoted
the development of survey design and general
contracting business through participation in
project investment. Although the investment
volume is small, the driving effect is significant,
and it is expected to gain investment returns in the
future.

Strengthening the development of collaborative
and integrated comprehensive business. Through
cooperation with the local government, the
comprehensive development of the area, such as
industrial park or old city reconstruction, is carried
out in the form of cooperation or formation of
joint venture. At present, the advantages of such
business have gradually emerged.

BEBENWNE DN

BHRREMNEBRERN - —
ENEMAMREBIETRE
BAMIREEERBDEBLHD
Mo BAl - RHERT
BerpEBELE BiR
3/4  HEHIEFORAE
R - —REGAEH
Bl FesE RRL
BB TMEEBRE
X BitgEs - BESDE
REMERES - 0 BE
M ERBEREABER
BEXEEEL - #HEBIMXK
BBERTF BHEKB -
BERR SEREHET
BEEE - —2REARMN
MERENBEEXEBIE
B BBALEEBEERART
B IR AT R BEFK
BR - BAREBEER/)
BEEHBERE - RERME
B a] E o

ANK 13 [F) R B 4% A 1 26 7% A
BNE - BBHEMWTBNG
1 A RIEAHKILEE
NAEANER - ETHEHF
A% KNI XRRE - &
WHGES - BAT - WWEER
MEZESEA -

Interim Report 2020
—BoBERHRE

41



42

Management Discussion and Analysis
BEEENWR DM

(IV) Important Events

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 28 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 is enhanced, and enhance the
core competitiveness of the Company.

China Machinery Engineering Corporation
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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 283 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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V)

Impacts of COVID-19 pandemic

Since the nationwide outbreak of COVID-19 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 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.

China Machinery Engineering Corporation
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V.

Management Discussion and Analysis

HUMAN RESOURCES

As at 30 June 2020, the Group had approximately 5,585
(31 December 2019: 5,322) employees. Employees’
remuneration comprises basic salary and performance
salary. The performance salary is determined according to
the assessment of the performance of all staff. The Company
does not adopt any pre- or post-IPO share award scheme or
share option scheme.

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

FINANCIAL POSITION AND OPERATING
RESULTS

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

1. Overview

For the Period, both of the Group’s revenue and gross
profit decreased to a certain extent, and the gross profit
margin of core businesses was still maintained at a
relatively high level.

2. Revenue
The Group generated its revenue from the International
Engineering Contracting Business, Trading Business

and Services Business.

For the Period,
RMB9,071.7 million, representing a decrease of 35.0%

the Group’s revenue amounted to

as compared with the Group’s revenue of RMB13,953.0
million for the Corresponding Period in 2019.
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The following table sets out, for the periods indicated,
the amount and percentage of the Group’s total revenue
by each of the Group’s three business segments:

TR AR AR A S B = E
EBoas aMRAZEREAR
SEEAWANADL

Six months ended 30 June

BZ6A30AL~MEA
2020 2019 (Restated)
2020F 2019 (Zitt)
RMB million % of Total RMB milion % of Total
ARKEET BEH% ANEEBET HBEH) %
International Engineering Bl TRATEH
Contracting Business
Power EWED 3,224.3 35.6 6,646.4 47.6
Transportation and RBEHRETEA
Telecommunications 63.9 0.7 166.7 1.2
Non-Core Sectors FROITE 2,320.9 25.6 2,798.4 20.1
Trading Business EUES
International Trade BIRE5 2,151.1 23.7 2,935.6 21.0
Domestic Trade NE S 300.2 3.3 311.0 2.2
Services Business G e 1,011.3 111 1,094.9 79
Total a@st 9,071.7 100.0 13,953.0 100.0
1) International Engineering Contracting 1) BEBEITEARGER

Business

For the Period, the Group’s revenue generated
from the International Engineering Contracting
Business amounted to RMB5,609.1 million, which
accounted for 61.9% of the Group’s total revenue
for the Period, representing a decrease of 41.6%
as compared with RMB9,611.5 million for the
Corresponding Period in 2019, primarily due to the
decrease in revenue generated from all sectors in
the International Engineering Contracting Business
caused by the COVID-19 epidemic.

China Machinery Engineering Corporation
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For the Period, revenue from the Power Sector
amounted to RMB3,224.3 million, representing a
decrease of 51.5% as compared with RMB6,646.4
million for the Corresponding Period in 2019,
primarily due to the delayed progress in the
power station projects in Asia as hindered by the
COVID-19 epidemic during the Period.

For the Period, revenue from the Transportation
and Telecommunications Sector amounted to
RMB63.9 million, representing a decrease of
61.7% as compared with RMB166.7 million for
the Corresponding Period 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
epidemic, new projects have not officially
commenced.

For the Period, revenue from the Non-Core Sectors
amounted to RMB2,320.9 million, representing a
decrease of 17.1% as compared with RMB2,798.4
million for the Corresponding Period in 2019,
primarily due to the delayed progress of the water
plant and water supply projects in Asia and Africa
as hindered by the COVID-19 epidemic during the
Period.

Trading Business

For the Period, the Group’s revenue generated
from the Trading Business reached RMB2,451.3
million, which accounted for 27.0% of the Group’s
total revenue for the Period, representing a
decrease of 24.5% as compared with RMB3,246.6
million for the Corresponding Period in 2019,
primarily due to the decreases in both the revenue
from international trade and domestic trade due to
the COVID-19 epidemic.
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For the Period, revenue from the international trade
amounted to RMB2,151.1 million, representing a
decrease of 26.7% as compared with RMB2,935.6
million for the Corresponding Period in 2019,
primarily due to the impact the COVID-19 epidemic
on the Company and the strengthened control of
some Trading Businesses with low gross profit
margin and large capital needs.

For the Period, revenue from domestic trade
amounted to RMB300.2 million, representing a
decrease of 3.5% as compared with RMB311.0
million for the Corresponding Period in 2019,
primarily due to the decrease in the business
volume of domestic casting and forging parts
business to a certain extent due to the decrease
in the business volume of downstream export
business.

3) Services Business

For the Period, the Group’s revenue generated
from the Services Business amounted to
RMB1,011.3 million, which accounted for 11.1%
of the Group’s total revenue for the Period,
representing a decrease of 7.6% as compared with
RMB1,094.9 million for the Corresponding Period
in 2019, primarily due to the decrease in business
volume of logistics services due to the COVID-19
epidemic.

3. Cost of Sales

For the Period, the Group’s cost of sales amounted
to RMB7,471.0 million, representing a decrease of
36.9% as compared with RMB11,833.0 million for the
Corresponding Period in 2019.

China Machinery Engineering Corporation
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4. Gross Profit and Gross Profit Margin

1) Gross Profit

During the Period, the Group’s gross profit

amounted to RMB1,600.7 million, representing a
decrease of 24.5% as compared with RMB2,120.0
million for the Corresponding Period in 2019.

Gross profit of the Group for the Period consists of

the following:

4. EBIRERR

1)

EF

RAHE - NREENENR
AREA1,6007TEET &
2019 A AR®2,120.0
BETRH24.5% o

RAERR - REBEFIEK
BRI

Six months ended 30 June

BZ6A308L~EA
2020 2019 (Restated)
2020% 2019% (Eit)
RMB million % of Total RMB million % of Total
ARKBET B % ANEEFET B8 %
International Engineering BRI RAGEH
Contracting Business
Power EWIE 740.2 46.3 1,252.7 59.1
Transportation and RBEGREFEA
Telecommunications 13.6 0.8 39.8 1.9
Non-Core Sectors ERUITE 407.7 25,5 297.0 14.0
1,161.5 72.6 1,589.5 75.0
Trading Business EEES S
International Trade EIRE S 188.7 1.8 196.2 9.2
Domestic Trade BERE S 48.1 3.0 31.0 15
236.8 14.8 227.2 10.7
Services Business FRi5 %% 202.4 12.6 303.3 14.3
Total Mgt 1,600.7 100.0 2,120.0 100.0
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International Engineering Contracting
Business

For the Period, the Group’s gross profit from the
International Engineering Contracting Business
amounted to RMB1,161.5 million, which accounted
for 72.6% of the Group’s total gross profit for
the Period, representing a decrease of 26.9%
as compared with RMB1,589.5 million for the
Corresponding Period in 2019, primarily due to the
decrease in gross profit from both the Power and
Transportation and Telecommunications Sectors
because of the COVID-19 epidemic.

For the Period, the Group’s gross profit from
the Power Sector amounted to RMB740.2
million, representing a decrease of 40.9% as
compared with RMB1,252.7 million for the
Corresponding Period in 2019, primarily due
to the delayed progress in the power station
projects in Asia as hindered by the COVID-19
epidemic during the Period.

For the Period, the Group’s gross profit from
the Transportation and Telecommunications
Sector amounted to RMB13.6 million,
representing a decrease of 65.8% as
compared with RMB39.8 million for the
Corresponding Period 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 epidemic, new projects have
not officially commenced.

China Machinery Engineering Corporation
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For the Period, the Group’s gross profit from
the Non-Core Sectors amounted to RMB407.7
million, representing an increase of 37.3%
as compared with RMB297.0 million for the
Corresponding Period 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

For the Period, the Group’s gross profit
from the Trading Business amounted to
RMB236.8 million, which accounted for
14.8% of the Group’s total gross profit for
the Period, representing an increase of 4.2%
as compared with RMB227.2 million for the
Corresponding Period in 2019, primarily
due to the higher gross profit margin of the
additional export of epidemic prevention
supplies.

Services Business

For the Period, the Group’s gross profit
from the Service Business amounted to
RMB202.4 million, which accounted for
12.6% of the Group’s total gross profit for
the Period, representing a decrease of 33.3%
as compared with RMB303.3 million for the
Corresponding Period in 2019, which was
primarily due to the decrease in business
volume of logistics services caused by the
COVID-19 epidemic.
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2) Gross profit margin

During the Period, the Group’s gross profit
margin was approximately 17.6%, representing
an increase as compared with that for the
Corresponding Period in 2019.

Gross profit margins of the Group for the Period
consist of the following:

2)

ZFIE

RAHEIRE » REBEHFERN K
#17.6% + E220194F [7 HA4E
Lo B RTIEIN o

RAHE » NREEENXE
RIERIAT

Six months ended 30 June

HZE6H30BLAEA
2020 2019 (Restated)
20205 20194 (&Fit)

% %
International Engineering B TRRABEXK
Contracting Business 20.7 16.5
Power B8R 23.0 18.8
Transportation and BB N E TR
Telecommunications 21.3 23.9
Non-Core Sectors IERZTTE 17.6 10.6
Trading Business BS¥EK 9.7 7.0
International Trade HRE 5 8.8 6.7
Domestic Trade NE S 16.0 10.0
Services Business R ER 20.0 27.7
Total st 17.6 15.2

52 China Machinery Engineering Corporation
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International Engineering Contracting
Business

For the Period, the Group’s gross profit margin
for the International Engineering Contracting
Business was 20.7%, as compared with
16.5% for the Corresponding Period in 2019,
representing an increase as compared to the
Corresponding Period in 2019.

For the Period, the gross profit margin of
the Power Sector was 23.0%, as compared
with 18.8% for the Corresponding Period in
2019, representing an increase as compared
to the Corresponding Period in 2019, which
was 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.

For the Period, the gross profit margin of
the Transportation and Telecommunications
Sector was 21.3%, as compared with 23.9%
for the Corresponding Period in 2019,
primarily due to the decrease in gross profit
margin of the railway improvement project
in South America as compared with the
Corresponding Period in 2019.

For the Period, the gross profit margin of the
Non-Core Sectors was 17.6%, representing
an increase of 7.0% as compared with
10.6% for the Corresponding Period 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.
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ii)  Trading Business

For the Period, the gross profit margin of
the Group’s Trading Business was 9.7%, as
compared with 7.0% for the Corresponding
Period in 2019, which was primarily due to the
higher gross profit margin for the additional
export of epidemic prevention supplies and
the decrease in volume of business with low
gross profit margin.

in)  Services Business

For the Period, the gross profit margin of
the Group’s Services Business was 20.0%,
representing a decrease of 7.7% as compared
with 27.7% for the Corresponding Period in
2019, which was primarily due to the decrease
in gross profit margin of the logistics service
for the Period as compared with that for the
Corresponding Period in 2019.

Other Revenue

For the Period, the Group’s other revenue was
RMB20.1 million, representing an increase of 68.9% as
compared with RMB11.9 million for the Corresponding
Period in 2019, primarily due to the increased return on
investment in financial assets.

Other Income and Expenses, net

For the Period, the Group’s other expenses was
RMB349.9 million, as compared to income of
RMB20.6 million for the Corresponding Period in 2019.
The substantial increase was primarily due to the
compensation from an arbitration case and the increase
in loss from fair value changes of foreign currency
forward exchange contracts.
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Selling and Distribution Expenses

For the Period, the Group’s selling and distribution
expenses were RMB342.6 million, representing a
decrease of 27.3% as compared with RMB471.1 million
for the Corresponding Period in 2019, primarily due to
the decrease in labor costs and expenses for domestic
and overseas business trips.

Administrative Expenses

For the Period, the Group’s administrative expenses
were RMB503.8 million, representing a decrease of
8.6% as compared with RMB551.2 million for the
Corresponding Period in 2019, primarily due to the
decrease in labor costs and intermediary services
expenses.

Impairment Losses on Financial and Contract
Assets, Net

The net impairment losses of financial and contract
assets of the Group were RMB49.4 million for the
Period, as compared with RMB118.1 million for the
Corresponding Period in 2019, which was mainly due to
the decreases in the provision for impairment of trade
receivables and other receivables of the Company for
the Period.

Other Operating Expenses

For the Period, the Group’s other operating expense
was RMB4.9 million, as compared with RMB1.1 million
for the Corresponding Period in 2019. The increase
was primarily due to the increase in the public welfare
donations of the Company for the Period.
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11.

12.

13.

14.

Profit from Operations

For the Period, the Group’s profit from operations
was RMB370.2 million, representing a decrease of
63.4% as compared with RMB1,011.0 million for the
Corresponding Period in 2019. This decrease was
primarily due to the combined effect of the decrease in
gross profit and the increase in other expenses.

Finance Income/Finance Expenses

For the Period, the Group’s finance income was
RMB423.2 million, representing an increase of 61.2% as
compared with RMB262.6 million for the Corresponding
Period in 2019. For the Period, the Group’s finance
expenses were RMB74.6 million, representing a
decrease of 46.1% as compared with RMB138.5 million
for the Corresponding Period in 2019. This change was
primarily due to the increases in net exchange income
and finance income on receivables from customers
and the decrease in bank charges. As a result, for the
Period, the Group’s net finance income was RMB348.6
million, as compared with the net finance income of
RMB124.1 million for the Corresponding Period in 2019.

Income Tax

For the Period, the Group’s income tax was RMB191.3
million, representing a decrease of 26.3% as compared
with RMB259.6 million for the Corresponding Period in
2019, primarily due to the decrease in profit before tax.

Profit for the Period

As a result of the foregoing, the Group’s net profit
decreased by 36.2% to RMB630.1 million for the
Period as compared with RMB988.0 million for the
Corresponding Period in 2019, and its net profit margin
decreased by 0.2% to 6.9% for the Period as compared
with 7.1% for the Corresponding Period in 2019,
basically even with the Corresponding Period in 2019
on a comparable basis.
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Profit Attributable to the Owners of the Parent

The profit attributable to the owners of the parent
decreased by 36.5% to RMB626.7 million for the
Period as compared with RMB986.4 million for the
Corresponding Period in 2019.

Profit Attributable to the Holders of
Non-Controlling Interests

The profit attributable to the holders of non-controlling
interests of the Group amounted to a net profit of
RMB3.4 million for the Period as compared with a net
profit of RMB1.6 million for the Corresponding Period in
2019.

Liquidity and Capital Resources

As at 30 June 2020, the Group’s cash and cash
equivalents increased by 1.0% to RMB15,725.2 million
as compared with RMB15,563.2 million as at 31
December 2019.

As at 30 June 2020, the Group’s borrowings increased
by 75.5% to RMB974.8 million as compared with
RMB555.3 million as at 31 December 2019. RMB800.9
million (including RMB12.1 million of long-term
borrowings due within one year) was short-term
borrowings and the remaining amount of RMB173.9
million was long-term borrowings.

Major Investment

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

There are no subsequent events occurred after 30 June
2020, which may have a significant effect on the assets
and liabilities on future operations of the Group.

V. LIQUIDITY

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

We have historically met our working capital and other
liquidity requirements principally from cash generated from
operations and financed the remainder primarily through
bank borrowings.
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Management Discussion and Analysis

Cash Flows 1.

The following table sets forth a summary of our cash
flows for the Period, with the comparative figures for the
Corresponding Period in 2019:

BERENWR D

RERE
TEREJRMARANAENRER
EEOR - ER2019F R HH) L&
gy

Six months ended 30 June

HZE6H30HILA<EA
2020 2019
(Restated)
2020%F 2019%F
(i)
(RMB million) (RMB million)

(AREEET) ARFEHZET)

RERBS (TR &

Net cash flows from/(used in)

operating activities He ke 58 533.9 (3,870.7)
Net cash flows (used in)/from BEES (FTR),/ P8

investing activities BemEFHE (768.8) 664.2
Net cash flows from/(used in) mMEEBAE,(FTA) K

financing activities MEMEFEE 342.8 (411.4)
Net increase/(decrease) in ReRBEEFEY

cash and cash equivalents #mCRid) g5 107.9 (3,617.9)
Cash and cash equivalents at AHBYNE S X

the beginning of the Period ReEEY 15,563.2 21,388.7
Effect of foreign exchange MR F B A FE

rate changes, net 54.1 19.3
Cash and cash equivalents AHRERNE S &

at the end of the Period ReEEY 15,725.2 17,790.1
As at 30 June 2020, the Group’s cash and cash HZE2020E6H30H + AEH

equivalents increased by 1.0% to RMB15,725.2 million
as compared with RMB15,563.2 million as at 31
December 2019. The cash and cash equivalents are
mainly denominated in RMB.

WS RRESEENAARKE
15,725.2B & 7T * MEZE20194F
12A31HAIRARK15,563.25
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Cash Flows from Operating Activities

For the Period, we had net cash flows from operating
activities of RMB533.9 million. Net cash from operating
activities was a result of the cash generated from
profit before tax before changes in working capital
in the amount of RMB779.6 million, a cash inflow of
RMB278.3 million due to changes in working capital
and income tax paid in the amount of RMB524.0
million. The change in working capital mainly included
the decrease of RMB330.2 million in contract assets,
the increase of RMB403.7 million in contract liabilities,
the decrease of RMB625.4 million in trade and other
receivables, and the decrease of RMB1,169.3 million in
trade and other payables.

Cash Flows from Investing Activities

For the Period, our net cash flows used in investing
activities were RMB768.8 million. The net cash outflow
of our investment activities mainly consisted of the net
outflow of RMB2,550.0 million in purchases of financial
assets at fair value through profit or loss, the net
outflow of RMB845.2 million in placing of non-pledged
time deposits with original maturity of over three months
when acquired, and outflow of RMB255.4 million in
purchase of items of property, plant and equipment.
Cash inflow mainly included proceeds of RMB1,800.2
million from redemption of non-pledged time deposits
with original maturity of over three months when
acquired.

China Machinery Engineering Corporation

FEIRMREIRROERAT

RELEZTDNRERE

RAER - BIPEEEDEE
ReREFEA/AARES33.98
BT o KEEBAEMNREFHE
DREEEESEEAIHBRTA
BNEEAMNRSABARKT70.6
BET EEEEZHRFER
EHRAARE2783FEBTRD
NS ARES524.088 T °
HEEc Y TERESRA
ERLARKI302B8T A
AAFEEMARKIOZTEE L
RE 5 REMERTE D AR
625.4B &L BHRHEHMEN
RIER D AR 169.3FHETT

REREZDNRERE

R - RPIRE SR
RenEFEAARE768.88
B RMRBEESHNRESFR
HEZARBEUNAABEREZ
BEEZFHTABENEREEDN
REFRHARK2,550.088
T TFRUEER R B E BB iR
=& A K 3T T AR TF SRR 5K IE
FREARBS45. 2B T RE
BEWE - BERBEOFIER

AR®E255. 4887 - HEMA
FZBEER B ERR R E A
Hi@=1EAMEERT BTN
FrS B ARMA1,8002EE T °



Management Discussion and Analysis

Cash Flows from Financing Activities

For the Period, our net cash flows from financing
activities were RMB342.8 million. Our main cash inflow
from financing activities primarily consisted of proceeds
from borrowings of RMB479.5 million. Cash outflow
primarily consisted of repayment of borrowings in the
amount of RMB67.0 million.

Capital Expenditures and Capital Commitments

Our capital expenditures consisted primarily of the
purchase of property, plant and equipment, investment
properties and intangible assets. The Group’s capital
expenditures increased by 114.0% to RMB287.2 million
for the Period as compared with RMB134.2 million for
the Corresponding Period in 2019, mainly due to an
increase of input in the construction of the Group’s
infrastructure projects of fixed assets as compared with
that for the Corresponding Period in 2019.

Our capital commitments mainly included the value of
contracts signed but not yet completed of engineering
work under construction and investment business. On
30 June 2020, the capital commitments of the Group
were RMB463.5 million, representing a decrease of
33.0% as compared with RMB691.9 million on 31
December 2019. It was mainly attributable to the
decrease in the value of contracts signed but not yet
completed for infrastructure projects of fixed assets and
the decrease in capital contributions.

Working Capital

(a) Trade and other receivables

Our trade and other receivables primarily consisted
of trade and bills receivables, advances to
suppliers, other receivables related to agency
services and amount due from or advances to
fellow subsidiaries.
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The following table sets forth the turnover
days of the average trade receivables and the
turnover days of the average trade payables of

TREHAHEARRR]F
BE S RWFANFHES
FENFIERBEXE - EF

the Company for the Period, together with the 2019F R HRM L ER LY -
comparative figures for the Corresponding Period
in 2019
Six months Six months
ended 30 June ended 30 June
2020 2019
(Restated)
EHZ2020F HZE2019F
6 A30H 6 H30H
WER@EA 1EREA
(B
days days
A& K&
Turnover days of the average FHE SRR
trade receivables (Note 1) REERE (K1) 173.0 133.0
Turnover days of the average FHE SN IR/
trade payables (Note 2) AR (Ht2) 360.0 253.0
Note 1:  The average trade receivables are the sum Bt FHESEBGKIETY
of opening balance and the closing balance 158 5 KRG IE K IE
of trade receivables and bills receivable (net WEE (KR RIEE
of allowance of doubtful debts) divided by ) BB R

two. The turnover days of the average trade
receivables are the average trade receivables
divided by total revenue and multiplied by 180.

Note 2:  The average trade payables are the sum of
opening balance and the closing balance of
trade payables and bills payable divided by
two. The turnover days of the average trade
payables are the average trade payables
divided by cost of sales and multiplied by 180.
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Management Discussion and Analysis

The following table sets forth the aging analysis
of trade and bills receivables (net of allowance of
doubtful debts) based on the invoice date as at 30
June 2020 and 31 December 2019:

BEBENWNE DN

TEREFEHZE2020%6 A30
H&2019F 12 A31HES
FEUGRIE K e IR R4 ($0 5
REREME) REEHBNE
BT

As at As at

30 June 31 December
2020 2019
(Restated)

2020F 20194
6H30H 12A31H
(Eih)

(RMB million) (RMB million)
(AR¥EET) ANE¥XGZET)

Within 3 months 31E B AR 4,844.2 5,712.2
3 months to 6 months 318 A =61EA 579.5 762.6
6 months to 1 year FEENES 1,481.0 1,035.0
Over 1 year 1A 1,399.3 1,649.8

8,304.0 9,159.6

The Group’s credit policies with its customers
for the Period remained the same as that for the
Corresponding Period in 2019. We continuously
enhanced our management of trade and bills
receivables to reduce our exposure to doubtful debts.
In addition, we made allowance for doubtful debts after
fully considering the nature of trade and bills receivables
and their collectability. As of 30 June 2020, allowance
for doubtful debts for our trade and bills receivables
amounted to RMB2,216.4 million, accounting for
21.1% of our trade and bills receivables, compared with
RMB2,194.8 million, accounting for 19.3% of our trade
and bills receivables as of 31 December 2019.

RAHE - NEBEHERS
M= BEEE HEH2019F [/ &
R o BT E MR E 5 e
WRIBERERERNEE
LA SRR BT A& E R R ER &
oo ltoh ROEREHIE
WK TE R R R IR ) 1
Hu el £5E%& - BMER
REMREE - BlE=20204F
6H30R - KMBtE 5 EIW
FIEREWEEAERNRE
BERBARK2216.4B8
TC - IEEME S EWEIE R
BUREEN21.1% - MEE
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(b) Trade and other payables (b) EZREMENE
Our trade and other payables primarily consisted B E 5 & E A4 A
of trade and bills payables, other payables related FTEBEEZIRENRERE
to agency services, accrued salaries, wages and NEE - RERBHEBRNE
benefits and amounts due to fellow subsidiaries. B RIE - EitEHe - T

B T AR LA e FE A [R) 2B B8

NEIFIA e

The following table sets forth the aging analysis of TREFFEHZE202046 A30
our trade and bills payables based on the invoice AX20194F 12 A31 H &AM
date as of 30 June 2020 and 31 December 2019: B SR RIBRENREZ

HEB MR RE DT

As at As at

30 June 31 December
2020 2019
#2020F 20194
6H30H 12A31H

(RMB million) (RMB million)
(AR¥EET) ANE¥XHZET)

Within 3 months 31E B AR 2,184.6 6,050.1
3 months to 6 months 318 A =61EA 554.9 675.7
6 months to 1 year S EENE:S 4,752.4 1,885.4
Over 1 year 1F 6,995.6 6,822.7

14,487.5 15,433.9
The Group’s credit policies with its suppliers for the RAREARE - A6 E B A R
Period remained the same as that for 2019. (S AR B 2019 4

ﬁ o
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VI. INDEBTEDNESS

1.

Borrowings

VL.

Our consolidated borrowings as of 30 June 2020 and

31 December 2019 for the purpose of calculating the

&%

1. 8

HZE2020F6 AS0H &20194F
12A31H  HMAUGTEERR A

indebtedness of our Company were as follows: BEBEHEHEEDT
As at As at
30 June 31 December
2020 2019
20204 20194
6H30H 12H31H
(RMB million) (RMB million)
(AR¥EET) (AR¥FET)
Current: meED :
Short term bank loans MHERITE R
Unsecured R 579.4 196.2
Secured BER 209.4 239.1
Subtotal e 788.8 435.3
Add: current portion of long term bank loans il : REIRITE RO RE S 12.1 8.9
Subtotal et 800.9 444.2
Non-current: FRE
Long term bank loans REVRITER
Unsecured R 143.1 72.8
Secured BER 42.9 47.2
Subtotal e 186.0 120.0
Less: current portion of long term bank loans & : REFRITE R RE LD 12.1 8.9
Subtotal e 173.9 111.1
Total et 974.8 555.3
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Our short term borrowings primarily included credit
borrowings, mortgage borrowings and pledge
borrowings from commercial banks and other financial
institutions. As at 30 June 2020, our short term
borrowings (including the current portion of long term
borrowings) amounted to RMB800.9 million, accounting
for 82.2% of our total borrowings.

Our long term borrowings primarily included credit,
mortgage and pledge borrowings from commercial
banks and other financial institutions. These included
bank borrowings related to projects financed by export
seller’s credit, with the total balance of such borrowings
(excluding the current portion of long term borrowings)
amounting to RMB173.9 million as at 30 June 2020.
As at 30 June 2020, our long term borrowings
(including their current portion) amounted to RMB186.0
million, accounting for 19.1% of our total borrowings.
The increase in our interest-bearing borrowings to
RMB974.8 million as at 30 June 2020 was primarily due
to the increases in both short term borrowings and long
term borrowings during the Period.

All borrowings were denominated in RMB, USD, CAD
and JPY and were subject to interest rates ranging from
1.55% to 6.25% per annum.
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Management Discussion and Analysis

There had been no material defaults in repayment
of our bank borrowings and breaches of the finance
covenants during the Period. The maturity profile of our
interest-bearing borrowings as at 30 June 2020 and 31
December 2019 was as follows:

BEBENWNE DN

RAERE - RMEEERITEE
FEMESERENBR - TTEER
BEERBMEZHANBER - HZE
20206 H30H & 2019412 A
318 HZMWETEEERESAW
T

As at As at

30 June 31 December

2020 2019

R2020%F 20194

6 H30H 12H31H

(RMB million) (RMB million)

(AE#¥EET) AREKFZET)

Within 1 year or on demand 1F N BERER 800.9 444 .2
After 1 year but within 2 years 1FE2F 20.9 20.8
After 2 years but within 5 years 2FEESF 62.6 57.9
After 5 years 5L 90.4 32.4
Total @t 974.8 555.3

The Group monitors its capital on the basis of
gearing ratio. Gearing ratio is derived by dividing total
borrowings by total assets and multiplied by 100%. As
of 30 June 2020, the Group’s gearing ratio was 1.8%,
0.8% higher than 1.0% as of 31 December 2019, mainly
due to the increase in borrowings.

Contingent Liabilities

The Group was involved in a number of legal
proceedings and claims against either the Company or
the subsidiaries of the Company in the ordinary course
of business. While the outcomes of such contingencies,
lawsuits or other proceedings cannot be determined at
present, the Directors believe that any resulting liabilities
will not have a material adverse impact on the financial
position, liquidity or operating results of the Group.
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VII. 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, corruption risk, sanctions
risk, personnel change risk, and other 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 from
the deferred payments to be received from the project
owners. The Group maintains and follows the internal
policies and controls for managing the use of derivative
financial instruments and will not participate in pure
speculative arbitrage activities.
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Management Discussion and Analysis

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.
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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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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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10. #IE =R

10. 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 Iran and Cuba. 16 January 2016 marked the
“Implementation Day”, which marked the full execution
of sanctions relief promised to Iran as part of the Joint
Comprehensive Plan of Action (JCPOA) as negotiated
by Iran, the P5+1 (the United States, Russia, China,
France, and the United Kingdom, plus 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 Trump administration
began to reverse some (but not all) of the changes
made by the Obama administration and to re-tighten the
U.S. embargo against Cuba. These changes included
the creation of the State Department “List of Restricted
Entities and Subentities Associated with Cuba” that
identifies entities that are “under the control of, or act
for or on behalf of, the Cuban military, intelligence, or
security services or personnel” (the “Cuba Restricted
List”). U.S. persons are prohibited from engaging in
certain direct financial transactions with entities on
the Cuba Restricted List. Additionally, the Commerce
Department will deny licenses in most cases for exports
of U.S.-origin items for use by entities on the Cuba
Restricted List. Furthermore, on 4 March 2019, the
Trump administration announced that it would authorize
U.S. nationals to file a limited range of civil claims
against entities operating in Cuba pursuant to Title Il
of the Cuban Liberty and Democratic Solidarity Act of
1996 (also known as the Helms-Burton Act). Following
the regulatory changes in the United States and taking
into account the local economic conditions, no potential
project carried out in Cuba has been approved by
the general manager of the Company. The Company
has no existing or implemented project in Cuba and
has expressed no willingness to carry out business in
Cuba market recently. Pursuant to our ICP control,
every potential project carried out in Cuba must be (1)
reviewed by the Company’s internal export compliance
office; (2) reviewed by outside legal counsel; and (3)
approved by the general manager of the Company.
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Management Discussion and Analysis

Notwithstanding the Trump Administration’s revised
sanctions policies vis-a-vis Iran and Cuba, we believe
we have been in compliance with the Sanctions
Undertakings made at the time of the Listing as
regards to economic sanctions. We also believe that
our internal control policies targeted at sanctions
compliance, and in particular our internal compliance
program on export control, are sound and sufficient
to assist us in navigating the evolving international
sanctions landscape. Despite the far-reaching and
complex nature of U.S. sanctions programs, our limited
activities in the United States and rigorous internal
control policies will minimize our exposure and liability
to any potential sanctions violations. Of course, it is not
possible to foresee which countries or organizations
the U.S. government may place under sanctions in
the future. However, previous U.S. administrations,
including the Trump administration, have provided either
a “wind-down” period, or issued a general or specific
license, in order to allow affected firms to terminate
operations and withdraw from countries placed under
new sanctions. 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 legal
advice from experienced external counsel. Furthermore
as a result of the foregoing, the Company’s exposure
in Cuba is so limited that any adverse impact from
changes to Cuba sanction by the United States will be
minimal.
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11.

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.
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Management Discussion and Analysis

12. Other Risk

The Company is subject to factors such as natural
disasters, epidemics and other outbreaks of diseases.
If any of the above situations occurs, the financial
condition, potential revenue, asset value and liabilities
of the Company may be affected. The recent
outbreak of the COVID-19 pandemic and the resulting
government controls (such as restricted entry and exit,
traffic interruptions, etc.) may affect the construction
and operation of the engineering projects of the
Company, leading to adverse impacts such as delays in
construction and increased costs. In order to minimize
the negative impacts of the recent COVID-19 pandemic,
the Company will further strengthen communication
with customers and adopt measures such as various
prevention measures for pandemics and flexible
employment in strict accordance with regulations to
mitigate the impact brought about by the pandemic
while diversifying and reducing the risk through
diversification of customers.

Vil. OUTLOOK FOR THE SECOND HALF OF THE
YEAR

U

Pandemic prevention

We will continue to be highly vigilant and unremitting,
conduct pandemic prevention and control works
on regular basis, and make every effort to protect
the health and life safety of domestic and foreign
employees.
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(ll) Operation

We will stabilize the overseas basic market. We
will maintain high activity in overseas markets and
further deepen regionalization and localization.
We will also more actively adapt to changes in
energy trends, put greater efforts on research and
market development of new energy technologies,
make arrangements in advance, and reserve more
resources for related projects.

We will fully develop the domestic market. The
two institutes have to continue to transform into
technology-based engineering companies, and
effectively stabilize and focus on the domestic
market. Other units have to use their strengths and
avoid weaknesses to develop the domestic market
through multiple channels at multiple levels.

We will stay close to the market and look for
opportunities in crisis. First, we have to speed
up our reaction speed and seize opportunities.
Second, we have to pay close attention to the
policies, and actively make use of opportunities
such as latest policies and high-level visits to
facilitate and revitalize ongoing projects, and
promote the signing and entry into force of
the projects. Third, we will selectively promote
the integration of investment, construction and
operation. Fourth, we will closely follow the policy
guidance, increase participation in capacity
cooperation and capacity transfer, and promote
industrialization businesses.

We will expand and deepen cooperation with
relevant leading enterprises. We will take the path
of eliminating competition and achieving win-
win situation, and actively explore diversified
cooperation and project development methods.

China Machinery Engineering Corporation

FEIRMREIRROERAT

(D)RER™E

REBIMERE - REFEIHN
TSN RERE - E—FR
e e Bl : LAE Nt
R ZREEERE RSB B M8
B AR R BT AT T
NEMTIHFRENE - 2280
R - ZMAEEER O
1o

2HHEMBEATS - MREE
BERMBATREATNS
A EBEL M ERT
CHESNESRERE -
RiE ZEEAREAND

o

NI

BTG EESH - — &
ZMRRERE - BITH#
B —RETIBTHE
BERNBRABRER S
SERME  BIFFHHIA
B REBEENROME
Mo ZRABEMELERE
BBt mMRERBXE
M - INKERE A 1EMERE
BOW2ENE  #ET XL
BER -

AL ARCEMEREHADE
MEE EHRARABNE
B MERRZHACA M
HERMESR -



Management Discussion and Analysis

We will actively promote the restructuring of the
trade sector.

We will give full play to the leading and supporting
role of technological innovation in business.

We will expand our business collaboration. By
further leveraging on the integration advantages
of enterprises under CMEC, the multiplier effect
of business synergy will be amplified. We will
promote the vertical integration of the industrial
chain through mergers and acquisitions, alliance
formation and other methods. We will also
strengthen the internal coordination of SINOMACH
Group, promote high-quality integrated projects,
and focus on the investment, development and
reserve of application technologies that support
business development and project construction.

(lll) Management

1.

Implement the “14th Five-Year” plan of the
Company properly.

Optimize the process, release vitality, and improve
quality and efficiency.

Promulgate relevant policies and measures in a
timely manner based on changes in situation, and
to ensure business development.

(IV) Development ideas

Expand domestic business. We will maintain
our current overseas operations, and strive to
promote domestic business, thereby forming an
organic combination and balanced development of
domestic and foreign markets and resources.
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Increase our discourse power and influence
within the industry. While focusing on the scale
development, we should pay more attention to our
position in the resource allocation and value chain
of engineering contracting and other sectors, and
gain the discourse power and influence within the
industry development by mastering the key industry
links, key technologies, key fields or large-scale
market share.

Strengthen our ability to integrate resources.
We will continue to adopt the differentiated
competition strategy, adhere to the corporate
unique features of “light assets”, “business-
orientated” and “management-orientated”, and
enhance internal coordination between segments.
We will graft external resources through platforms
or investments, and improve customer stickiness.

Increase the thickness of the technology. We
strive to build up professional capabilities in the
traditional power industry, new energy industry and
power transmission and transformation industry, so
as to enhance our competitiveness in the industry
with excellent professional ability.

Enhance the ability of financing solution. We should
break through the traditional financing modes
such as buyer’s credit, seller’'s credit and project
financing, and actively explore other financing
means such as financial leasing, fund pulling and
leaseback.

China Machinery Engineering Corporation
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Corporate Governance and Other Information

SHARE CAPITAL

As of 30 June 2020, the total share capital of the Company
was RMB4,125,700,000, divided into 4,125,700,000 Shares
with nominal value of RMB1.00 each.

INTERIM DIVIDEND

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

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

As of 30 June 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 the provisions of
Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which they were taken or deemed to have
under such provisions of the SFO), or which were required,
pursuant to Section 352 of the SFO, to be recorded in the
register referred to therein, or which were required to be
notified to the Company and the Stock Exchange pursuant
to the Model Code.
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TREANREMESR

4. SUBSTANTIAL SHAREHOLDERS’ AND

OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING

SHARES

As of 30 June 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 which or

persons who (other than a Director, Supervisor or chief

executive of the Company) would fall to be disclosed under
the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which would be required pursuant to Section 336 of the
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SFO, to be entered in the register referred to therein were as LN
follows:
Long positions and Short positions in the Shares BRONEFERAR
Approximate Approximate
Percentage of ~ Percentage of
Number of Issued Shareholding Shareholding
Shares/ in the Relevant in the Total
Capacity/ Underlying Class of Shares Shares
Name of Shareholders Class of Shares Nature of Interest Shares Held Total (Note 1) (Note 1)
HEBROEN  EROGERE
FseRiTRe/ RESQEI BOEAL
RRE% RGER 5%/ Bntte RBERH%E By (Wit) (Witt)
SINOMACH Domestic Shares Beneficial owner/Personal 3,185,255,700
interests (Note 2)
(Long position)
il mER EalEN/ENER (Hitz)
(##)
- 3,217,430,000 100% 77.99%
Interests of controlled 32,174,300
corporation/Corporate (Note 2)
interests (Long position)
REiEER/ fRER (Hi#2)
(48) -
SSF H Shares Beneficial owner/ 81,352,000 81,352,000 8.96% 1.97%
Personal interests (Long position)
HRESESE HEx EnfA A/ EARS (4#£)

China Machinery Engineering Corporation
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Approximate Approximate
Percentage of  Percentage of
Number of Issued Shareholding Shareholding
Shares/ in the Relevant in the Total
Capacity/ Underlying Class of Shares Shares
Name of Shareholders Class of Shares Nature of Interest Shares Held Total (Note 1) (Note 1)
HERROERN  GROBHRE
FrseRTRe/ REROEIL BoEAl
RRE® gkl 5%/ BiEtE RERGO#A gy (Wit1) (Hi1)
Citigroup Inc. H Shares 1,266 Shares as Interests of 54,421,779 54,421,779 5.99% 1.35%
controlled corporations (Note 3)
and 54,420,513 Shares as (Long position)
approved lending agent/
Corporate and other
Interests
THEEE HE& 1266 RN AR A EBERR (Hit3)
54,420 513X BT R (4#2)
HREA/ AERE R
Cape Ann Asset Management  H Shares Investment manager/ 54,241,000 54,241,000 5.97% 1.31%
Limited Other interests (Long position)
HE& RERE /iR (4#£)
LSV Asset Management H Shares Investment manager/ 39,990,000 7
Other interests (Long position)
HE& REmE /AR (%)
Interests of controlled 14,004,000 53,994,000 5.94% 1.31%
corporation/Corporate (Note 4)
interests (Long position)
REtEER/ fEER (hii4)
(48)
Wellington Management H Shares Investment manager/ 46,348,835 46,348,835 5.10% 1.12%
Group LLP Other interest (Long position)
(Note 5)
HEk REDR/ AR (4#£)
(Hits)
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i

*EAREMER

Notes:

0

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

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

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

China Machinery Engineering Corporation
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The 46,348,835 Shares are referred in note 5 above.

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

Save as disclosed above, and as at 30 June 2020, the Directors

were not aware of any corporations which or persons who

(other than a Director, Supervisor or the chief executive of the
Company) had an interest or short position in the Shares or
underlying Shares which would fall to be disclosed under the

provisions of Divisions 2 and 3 of Part XV of the SFO, or which

would be required, pursuant to Section 336 of the SFO, to be

entered in the register referred to therein.

5.

PURCHASE, SALE OR REDEMPTION OF THE
LISTED SECURITIES

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

BOARD COMPOSITION

As at the date of this report, the Board comprises: Mr. FANG
Yanshui as executive Director; Mr. BAI Shaotong, Mr. YU
Benli and Mr. ZHANG Fusheng as non-executive Directors;
and Mr. LIU Li, Ms. LIU Hongyu, Mr. FANG Yongzhong and
Mr. WU Tak Lung as INEDs.
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COMPLIANCE WITH THE CG CODE

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

COMPLIANCE WITH THE MODEL CODE
FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND SUPERVISORS

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

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

INDEPENDENT NON-EXECUTIVE
DIRECTORS

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

China Machinery Engineering Corporation
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10. CHANGE TO INFORMATION OF DIRECTORS

11.

AND SUPERVISORS

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

On 11 May 2020, Mr.
Director and the chairman of the Board, ceased to be an

BAIl Shaotong, a non-executive

authorised representative under Rule 3.05 of the Listing
Rules.

On 11 May 2020, Mr. FANG Yanshui, the executive Director,
has been appointed as an authorised representative under
Rule 3.05 of the Listing Rules.

On 28 May 2020, Mr. WU Tak Lung, the INED, has been
appointed as an independent non-executive director of Minth
Group Limited (BiIE £ EHR A F]), a company listed on the
Main Board of the Stock Exchange (stock code: 00425).

REVIEW BY THE AUDIT COMMITTEE

The Audit Committee comprises one non-executive Director,
Mr. ZHANG Fusheng, and two INEDs, namely Mr. LIU Li
(committee chairman) and Ms. LIU Hongyu. It has jointly
reviewed with the management on the accounting standards,
and discussed internal control and financial reporting matters
(including the review of the interim results) of the Group.
This report has been reviewed by the Audit Committee. The
Audit Committee considered that the interim results and
this report are in compliance with the applicable accounting
standards, laws and regulations, and the Company has
made appropriate disclosures thereof.
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12. 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 (i) in any country or
territory, that at the time of such funding, is the target of
any sanctions administered by OFAC, or (2) engage in any
activity that is sanctionable under the ISA (as amended
by the Comprehensive Iran Sanctions, Accountability, and
Divestment Act of 2010), 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
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.

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

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

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

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

EEREANREMER

2. BAER-ARFIEHERERED
YHRE N AERMAERX
ARPHFEAR SRS -

3. NEEFIHE-HFMEHE—E
ERMARERIRE - LERE
PRISRIARP £ - R EBIRIE
PIEsERFPMZES @ - a4
ERZE - iR (WA E A
STHREMNEEXRZINHEBX
) EHEH BTEREINE
BEAE REMEHREFARE
b BEBRFT o

4. ABEDEBNAZES R
(TREEREE ) —BEARF
BRAEMAZARKSFs 0
EHRAECHEERRERLEOE
HIEEAITIHB B - FHE R
e FERFTS R R B S Y
HE R AR ZEHF O F 17
K EmEATE R BIEAGE

MFER - EEFIHRREETERE
bt TEEHEFANFHES -
20161 H16 B ERIHITH] - 12
TRE KRR - P5+1(3EE - BES -
PR RE - mE - fEE) KB
FIREEBERE - 2EBEREFRAY
FIE B A& 2ETBIEE) —3
oo ERFBARDE TZE@EEH
T EE - BUE KBS B R
BARYE T HIEL -

Interim Report 2020
—BoBERHRE

o1



92

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
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.

China Machinery Engineering Corporation
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Independent Review Report

Ernst & Young RXKEFTERE TR
22/F, CITIC Tower ERPERESE 15
1 Tim Mei Avenue hiEkE 2248

Central, Hong Kong

EY:

Independent review report
To the shareholders of China Machinery Engineering
Corporation

INTRODUCTION

We have reviewed the interim financial information set out on
pages 95 to 162, which comprises the condensed consolidated
statement of financial position of China Machinery Engineering
Corporation (the “Company”) and its subsidiaries (the “Group”)
as at 30 June 2020 and the related condensed consolidated
statements of profit or loss, comprehensive income, changes
in equity and cash flows for the six-month period then ended,
and explanatory notes. The Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof and
International Accounting Standard 34 Interim Financial Reporting
(“IAS 347 issued by the International Accounting Standards
Board (‘IASB”). The directors of the Company are responsible
for the preparation and presentation of this interim financial
information in accordance with IAS 34. Our responsibility is to
express a conclusion on this interim financial information based
on our review. Our report is made solely to you, as a body, in
accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

BYERRE

Tel&E35: +852 2846 9888
Fax{SE: +852 2868 4432
ey.com
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Independent Review Report

B EB R E

SCOPE OF REVIEW

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

CONCLUSION

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

Ernst & Young
Certified Public Accountants

Hong Kong
26 August 2020

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Profit or Loss

RISt ERER

For the six months ended 30 June 2020 o & E 202046 A30 H 17~ 1E A

For the six months ended 30 June

HZ6A30HLAEA
2020 2019
2020% 20194
(Unaudited) (Unaudited)
(REBHELT) (REEEH)
Notes RMB’000 RMB’000
i3 AEBTFT ANEEFT
(Restated)
(&)
REVENUE WA 4 9,071,699 13,952,971
Cost of sales HERKA (7,471,042) (11,832,985)
Gross profit E 1,600,657 2,119,986
Other revenue HiMA 5 20,065 11,906
Other (expenses)/income, net Et (B%)/ WAFE 5 (349,867) 20,557
Seling and distribution expenses HERDHAR (342,553) (471,108)
Administrative expenses TBEY (503,799) (551,190)
Impairment losses on financial and contract assets, net 2 BRARBEREREFS (49,355) (118,084)
Other operating expenses HEL2REY (4,932) (1,065)
PROFIT FROM OPERATIONS gemn 370,216 1,011,002
Finance income B 6 423,222 262,613
Finance expenses BREY 6 (74,562) (138,466)
Net finance income g NS 6 348,660 124,147
Share of profits and losses of: AT ET REE :
Associates YN 85,627 94,010
Joint ventures BEDT 16,883 18,412
PROFIT BEFORE TAX BB AR 821,386 1,247,571
Income tax FiEH 7 (191,258) (259,581)
PROFIT FOR THE PERIOD REERR 630,128 987,990
Attributable to: Em%fi/\
Owners of the parent NaEEA 626,710 986,437
Non-controling interests 3H" RiE 3,418 1,553
630,128 987,990
EARNINGS PER SHARE BAREREREAA
ATTRIBUTABLE TO ORDINARY ELERER
EQUITY HOLDERS OF THE PARENT
Basic and diluted (RMB) EXREE ALY 9 15 cents (%) 24 cents (%)
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Interim Condensed Consolidated Statement of Comprehensive Income

RIS SRS I ER

For the six months ended 30 June 2020 o & Z 202046 A30 B 1-75{& A

For the six months
ended 30 June

EZ6A30ALAEA
2020 2019
2020 20194
(Unaudited) (Unaudited)
(REHEF) (REezEt)
RMB’000 RMB’ 000
ARMF AREFT
(Restated)
(Eqh)
PROFIT FOR THE PERIOD ANH R 630,128 987,990
OTHER COMPREHENSIVE INCOME HipiR & Wi
Other comprehensive (loss)/income that will REBHRE T SERSE
not be reclassified to profit or loss in EEBZMEMBES
subsequent periods: (B18),/ iz
Remeasurement of defined benefit obligations EFERTEX maT 8 (2,740) (12,155)
Equity investments designated at fair value AR EBEFTEEZHA
through other comprehensive income Hibir & e iR & (21,985) 24,868
Share of other comprehensive (loss)/income JE(EE & AR H AR A
of associates (B18),/ Wz (5,230) 13,650
Net other comprehensive (loss)/income that will REERRETEENHE
not be reclassified to profit or loss in ERHNHEMES
subsequent periods (B18),/ W55 (29,955) 26,363
Other comprehensive income/(loss) that may be REEHRTRETHEE
reclassified to profit or loss in subsequent BarEMirs
periods: Wi,/ (E18)
Exchange differences on translation of financial MEBINTE A AR
statements of overseas subsidiaries MR REREENELZR 32,310 (50,927)
Net other comprehensive income/(loss) that may be ~ REEHEAIGEEH HEEER
reclassified to profit or loss in subsequent periods MEMERE W/ (BE) T8 32,310 (50,927)
Other comprehensive income/(loss) for the AHEEMGE WK (EE)
period, net of tax (IR BiIR) 2,355 (24,564)
Total comprehensive income for the period FEBRERREE 632,483 963,426
Attributable to: BER
Owners of the parent FAREE A 631,368 962,639
Non-controlling interests FEE R 1,115 787
632,483 963,426

96 China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Financial Position

R AR B S OF B Bk L 2R

30 June 2020

* 202046 H30H

30 June 31 December
2020 2019
20204 20194
6HA30H 12H31H
(Unaudited) (Restated)
(REEHFE) (Eat)
Notes RMB’000 RMB’ 000
Hfat ARM¥FT AREFT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment W - BB R 10 2,682,266 2,495,207
Investment properties Ay 623,816 632,593
Right-of-use assets FRAEEE 11 1,774,111 1,806,626
Intangible assets Eﬁ?ﬁ? 439,094 440,556
Investments in joint ventures HEERNRINKE 422,205 405,798
Investments in associates 2 N AR E 1,476,116 1,368,578
Trade and other receivables B 5 N H A W RIR 15 6,197,580 6,537,503
Deferred tax assets BIET A E B 796,750 655,243
Equity investments designated at NWAREBEFEZAEE
fair value through other HEGT AHMER S
comprehensive income W KRR RIS & 12 545,244 550,659
Total non-current assets FREBEEHE 14,957,182 14,892,763
CURRENT ASSETS RENEE
Inventories 8 13 370,226 466,795
Trade and other receivables B 5 &k E bl FIE 15 10,469,006 10,638,033
Contract assets SRIEE 14 4,875,619 5,205,445
Financial assets at fair LWARnEBEFTEAEE
value through T AIE =AY
profit or loss SREE 16 1,762,171 176,780
Restricted deposits SR H1F 17 1,001,001 1,231,226
Time deposits with original maturity R EIH AR =@ A
of over three months B 5E BT 3K 17 4,870,684 5,825,624
Cash and cash equivalents Be kRS EY 17 15,725,206 15,563,218
Total current assets B EEMALE 39,073,913 39,107,121
Continued/...
B
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Interim Condensed Consolidated Statement of Financial Position

AR B S O R R

30 June 2020 ¢ 202046 A30H

30 June 31 December
2020 2019
20204 20194
6H30H 12A31H
(Unaudited) (Restated)
(REEEST) (&)
Notes RMB’000 RMB’ 000
Kt AR¥F T AREFoT
CURRENT LIABILITIES REBEE
Borrowings BE 19 800,879 444,218
Contract liabilities EREE 14,024,155 13,620,421
Trade and other payables B 5 kE RN FIE 18 19,169,524 19,650,242
Lease liabilities HERE 22,441 27,854
Defined benefit obligations HEZ et 2 43,490 43,490
Tax payable FESTRIA 265,600 466,301
Total current liabilities FREBEEHAE 34,326,089 34,252,526
NET CURRENT ASSETS REBEEFRE 4,747,824 4,854,595
TOTAL ASSETS LESS CURRENT EEHAERABERS
LIABILITIES 19,705,006 19,747,358
NON-CURRENT LIABILITIES FRBEE
Borrowings BE 19 173,885 111,087
Trade and other payables B 5 R E M EFRIE 18 900,463 870,867
Lease liabilities HERE 27,714 36,378
Defined benefit obligations REXmmar S 580,911 586,457
Deferred tax liabilities EEFRIBEE 111,032 108,829
Total non-current liabilities kREBEEETE 1,794,005 1,713,618
Net assets FEE 17,911,001 18,033,740
Continued/...
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Interim Condensed Consolidated Statement of Financial Position
A HATE B & BF B 38 AR O 3R

30 June 2020 ¢ 202046 A30H

30 June 31 December
2020 2019
20205 20194F
6 A30H 12H31H
(Unaudited) (Restated)
(REEEST) (8)
Notes RMB’000 RMB’ 000
Jika AR¥Fr ARETT
EQUITY s

Issued capital BEEBITRA 20 4,125,700 4,125,700
Reserves f# 21 13,645,465 13,769,319

Total equity attributable to BATEE AENL
owners of the parent EXEE 17,771,165 17,895,019
Non-controlling interests FiERR R 139,836 138,721
Total equity DB 17,911,001 18,033,740

Director Bai Shaotong
S B4

Director Fang Yanshui

= FEX
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Interim Condensed Consolidated Statement of Changes in Equity
HHAS A S RS FR

For the six months ended 30 June 2020 o & Z 202046 A30 B 1-75{& A

Non-
controlling Total
Attributable to owners of the parent interests equity
E37 E&
GERBATERA Es ag
Fair value
reserve of
financial ~ Statutory  Exchange
Issued Capital ~ assets at surplus  fluctuation Retained
capital reserve FvoCl reserve reserve profits ~ Sub-total
HALEE
HERES
Bit Alifh
GauEN
B8 SREEN  iEER EiRg
BRfTRA B LLEERE D i REE it
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'0J0  RMB'00)  RMB'000  RMB'000
ABETE  ARETR  AREFL  ARETE  AREFR  AREFL  ARETT  ARETL  ARETR
At 1 January 2020 (audlted) 202061 A1H
(m£3) 4125700 1,805,777 57999 1,542,049 (@774 10361142 17,845,825 12570 17,958,395
Business combination under A—{3H T8
comman control Al - 51,663 - - - (2,469) 49,194 26,151 75,345
At1 January 2020 [restated) ROO0EIBIR(ER) 4125700 1,857,440 57999 1,542,049 (@774) 10358673 17,895,019 138721 18,033,740
Proft for the period ABRER - - = = - 626,710 626,710 3418 630,128
Other comprehensive income/ ABRLfsA
(loss) for the period Wit/ (B8)
Exchange diferences on ransiation NS BX A EZE
of foreign operations - - - - 33,762 - 33,762 (1,452) 32,310
Remeasurement losses on defined R &M EIEH
benefit obligations, net of tax FEER Ik - - - - - (1,889) (1,889) (851) (2,740)
Changes i fair value of financial AR A EEFTEAR
assets at FVOCI, net of tax HEgALf
GelEhew
EENDARE
#9 Witk - - (21,985) - - - (21,985 - (21,985
Share of other comprehensive ElhBE DAL
income of associates Faka - - (5,230) - - - (5,230) - (5,230)
Total comprehensive income/ rEREARE/
(loss) or the period (BB es - - (27,215) - 33,762 624,821 631,368 1,115 632,483
Business combination under (F NS
common control (note 22) At (E22) - (100,886) - - - - (100,886) - (100,886)
Dividends declared to shareholders  2HAARREESTRA
of the Company [note 8) 15 (Kzs) - - - - - (654,3%)  (654,336) - (654,336)
At 30 June 2020 (unaudited) 202056 A30A
(RiE%3) 4125700 1,756,554 30784 1,542,049 (13,980) 10,329,458 17,771,165 139,83 17,911,001

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Changes in Equity
HHAS A S SRR B B *

For the six months ended 30 June 2020 o & E 202046 A30 H 17~ 1E A

Non-
controling Total
Attributable to owners of the parent interests equity
FEk s
FENTATEAA & 2%
Fair value
reserve of
financiel Statutory ~ Exchenge
Issued Capital assets at surplus fluctuation Retained
capital reserve FVOCl reserve reserve profits Sub-total
WAAEE
HERAR
PN )
Gl
BEf7 BX  SREEN  AERHR ENRD
A e DnBERR N e REEA it

RUBOOD  RUBOOD  RUBOOD  AMBOR  AMBOD  RMBOOD  AUBOOD  AUBO0D  AWBOD
ABRTT  ARBTL  ARBTL  ARETT  AREFT  ARETL  ARETL  ARETL  ARETR

At 1 January 2019 (audlted) R201951A1R
(E%:t) 4,125,700 1,785,692 (28776)  1377,179 (36,548 9,199,161 16,427,408 85,846 16,613,204
Business combination under B35 T8

common control Hal - 51,663 - - - (11,652) 40,011 21,167 61,178
At 1 January 2019 (restated) #201981 A 1R (Ei) 4,125,700 1,837,355 (28776) 1377179 (36,548 9,187,509 16,467,419 107,013 16,574,432
Prit for the period HHmER - - - - WA 9 1553 979N
Other comprehensive income/ KBRS

(loss) for the period Wit/ (B8)

Exchange differences on transiaon SR T EEE

of foreign operations - - - - (61,013 - (61,013 86 (50,927)

Remeasurement losses on defined S E R BIE

benefit obligations, net of tax FEER Mk - - - - - (11,309) (11,309 (852) (12,155)
Changes in far value of financlel -~ WAAALEEER
assets at FVOC, net of tax ESSARA
GeliEhes
BENDAEE
Z il - - 24,868 - - - 24,868 - 24,868
Share of other comprehensive EEBEATE
income of associates Faka = = 13,660 = = = 13,660 - 13,650
Total comprehensive income/ KERRakE/

(loss) or the period (BE) g - - 38,518 - (51,013 975,134 962,639 787 963,426
Business combination SHabt - - - - - - - 26,553 26,553
Dividends declared to shareholders  ERAR AR ERA

of the Company ke = = = = = (852,782) (862,782) - (852,782)
At 30 June 2019 (restated) R2019E6 308 (Ex) 4,125,700 1,837,355 14,142 1,317,179 (87,561) 9,309,861 16,577,276 134,363 16,711,629
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Interim Condensed Consolidated Statement of Cash Flows

FHEASHRSRE

For the six months ended 30 June 2020 o & Z 202046 A30 B 1-75{& A

2020 2019
20205 20194
(Unaudited) (Unaudited)
(REEET) (REER)
Notes RMB’000 RMB’000
i3 AR¥TT AREFT
(Restated)
(i)
CASH FLOWS FROM OPERATING ACTIVITIES RELEEHNRESRE
Profit before tax BRI 821,386 1,247 571
Adjustments for: FAEEE
Finance costs BIEACAR 6(a) 60,677 46,665
Foreign exchange differences, net EHERFE (155,161) (18,066)
Share of profits and losses of associates BB E N AN REE (85,627) (94,010)
Share of profits and losses of joint ventures EEEERaEMRER (16,883) (18,412)
Interest income HEBA 6(a) (95,392) (123,300)
Investment income on financial assets SREERE UE 5 (15,700) (8,927
Dividend income from equity investments RER AR S e 5 (3,300) =
Net (gains)/losses on disposal of items of property, RENS  BREISEEEH
plant and equipment (Wa)/ BRFE 5 (306) 895
Net losses on foreign currency forward exchange REIMNES R A RiEEIE X
contracts and interest rate swaps T 5 95,334 7,812
Depreciation of property, plant, equipment and nE - BE - RERRENE
investment properties e 6/b) 66,789 56,617
Depreciation of right-of-use assets ERAEEENRE 6/b) 43,221 42,214
Amortisation B3 15,217 28,851
Impairment losses HEER 6/b) 49,355 119,143
779,610 1,287,063
Decrease/(Increase) in inventories FERD /(%) 96,569 (75,853)
Decrease/(Increase) in contract assets AREBERD /(1) 330,190 (392,897)
Decrease/(Increase) in trade and other receivables B REMEYGIRR D
/(4&m) 625,362 (2,112,336)
Increase/(Decrease) in contract liabilities AREELM,/(RD) 403,734 (1,501,832)
Decrease in trade and other payables B 5 R EMENFERD (1,169,337) (571,239)
(Decrease)/Increase in defined benefit obligations REZHTE (Rd),/ 81 (8,286) 1,106
Cash generated from/(used in) operations BeEDHG /(R HES 1,057,842 (3,365,998)
Income tax paid BMER (523,971) (504,561)
Net cash flows from/(used in) operating activities BETHHE /(FA) 8L
nEFE 533,871 (3,870,559)
Continued/...
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Interim Condensed Consolidated Statement of Cash Flows
FHI RS IR ERER

For the six months ended 30 June 2020 o & E 202046 A30 H 17~ 1E A

2020 2019
2020 2019F
(Unaudited) (Unaudited)
(REEET) (RiE&E)
Note RMB’000 RMB’000
g3 ARETT ANBEFT
(Restated)
(Eit)
CASH FLOWS FROM INVESTING ACTIVITIES REREZDNRESRE
Interest received BFIE 44,123 74,058
Investment income on financial assets PREERENSE 8,809 8,828
Dividends received BHRE 3,300 -
Purchases of items of property, plant and equipment BENE  BRELSEEE (255,441) (120,446)
Purchase of an investment property BEREEN - (24)
Purchases of equity investments at fair value through BENALBEEAEZE
other comprehensive income STARMERE Kt iRERE (23,862) (38,586)
Proceeds from disposal of items of property, plant and REWE  BELEERE
equipment Fi53E 3,660 2,269
Proceeds from settlement of forward exchange contracts & &R HINEA 4 L F| RIS HH
and interest rate swaps PSR (19,316) 7,028
Proceeds from disposal of other non-current assets EEHMIERBEERGHE - 5,746
Additions of other intangible assets NERMEVEE (2,455) (1,376)
Additions of other long-term assets NERMRAEE (29,273) (12,374)
Dividends received from associates and joint ventures BMERRREEAR
YIRS 643 -
Acquisition of a subsidiary WK B A 22 (100,886) 74,757
Investments in associates HBENEMEE (4,734) (213,601)
Purchases of financial assets at fair value through profit ~ BEUALEEFERHEET
or loss STABRNEREE (2,550,000) (80,500)
Proceeds from disposal of financial assets at fair value RENAABEFEAEED
through profit or loss SABENEREEMEIE 971,500 83,994
Placing of restricted deposits BHRERHIER (1,492) (22,036)
Proceeds from redemption of restricted deposits BEXREFROAEHE 231,717 194,133
Placing of non-pledged time deposits with original FHERE Rip | H B A
maturity of over three months when acquired ZEAREERTHER (845,237) (1,446,505)
Proceeds from redemption of non-pledged time BEEERIRZ A EA
deposits with original maturity of over three months = EARMEERTHER
when acquired F{3IE 1,800,177 2,148,791
Net cash flows (used in)/from investing activities REES (FR)/ FisM
HemeEs (768,767) 664,156
Continued/...
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Interim Condensed Consolidated Statement of Cash Flows

FHEASHRSRE

For the six months ended 30 June 2020 o & Z 202046 A30 B 1-75{& A

2020 2019
20205 20194
(Unaudited) (Unaudited)
(REEE:T) (K& &zt
Note RMB’000 RMB’000
i3 ARETFT AEEFT
(Restated)
(i)
CASH FLOWS FROM FINANCING ACTIVITIES RERMEEHNRERE
Proceeds from borrowings EEMEHE 479,474 1,390,164
Repayment of borrowings BEEE (67,035) (1,732,205)
Principal portion of lease payments HERNFTHMALHD (24,783) (17,132)
Dividends paid BERE (1,513) (3,557)
Interest paid B E (43,302) (48,706)
Net cash flows from/(used in) financing activities BEEHHME/(FA)H
ReneFs 342,841 (411,436)
NET INCREASE/(DECREASE) IN CASH AND RERRLEENEN/

CASH EQUIVALENTS (H2) 348 107,945 (3,617,839)
Cash and cash equivalents at beginning of period Hﬁ?ﬂﬁ’]ﬁ%&ﬁ%ﬁfﬁ% 15,563,218 21,388,699
Effect of foreign exchange rate changes, net ExEHNTETE 54,043 19,263
CASH AND CASH EQUIVALENTS AT END OF PERIOD HiREIE & KBS ZEY 15,725,206 17,790,123
ANALYSIS OF BALANCES OF CASH AND RERRESENREIN

CASH EQUIVALENTS
Cash and bank balances B RiRT4 ﬁ? 21,596,891 23,192,643
Restricted deposits balances xﬁE%‘IT— TR (1,001,001) (1,042,935)
Time deposits with original maturity of over three months ~ RIAZ|EH A Eiﬁﬂﬂ i

EHER (4,870,684) (4,359,585)
Cash and cash equivalents as stated in the statement RenerMmiRekRes
of cash flows E 17 15,725,206 17,790,123

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

ARAEFET P HARE A S O I B R Y

CORPORATE INFORMATION

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

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

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

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

The unaudited interim condensed consolidated financial
statements for the six months ended 30 June 2020 have
been prepared in accordance with International Accounting
Standard (‘IAS”) 34 Interim Financial Reporting and the
disclosure requirements of the Rules Governing the Listing of
Securities on the Hong Kong Stock Exchange.

The unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be
read in conjunction with the Group’s annual consolidated
financial statements for the year ended 31 December 2019.
The unaudited interim condensed consolidated financial
statements are presented in Renminbi (‘RMB”) and all values
are rounded to the nearest thousand, except when otherwise
indicated.

Merger accounting for business combinations under
common control

The Company acquired the 64.82% equity interest in CHPI
Harbin Power System Engineering and Research Institute
Co., Ltd. (“CHPI”) in April 2020. The Company and CHPI are
under the common control of SINOMACH both before and
after the acquisitions and such controls are not transitory.
Thus, the acquisition was considered to be business
combination under common control and merger accounting
basis was adopted. Accordingly, the Group’s unaudited
interim condensed consolidated financial statements for
the six months ended 30 June 2020 and 30 June 2019
include the financial statements of the combining entities or
businesses from the earliest date presented or since the date
when the combining entity 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 entity 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.

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

ARAEFET P HARE A S O I B R Y

2.1 BASIS OF PREPARATION (CONTINUED)

Merger accounting for business combinations under
common control (continued)

The Group’'s comparative unaudited interim condensed
consolidated financial statements for the six months
ended 30 June 2019 were restated to include the financial
statements of CHPI retrospectively under 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 accounting policies adopted in the preparation of
the unaudited interim condensed consolidated financial
statements are consistent with those applied in the
preparation of the Group’s annual consolidated financial
statements for the year ended 31 December 2019, except
for the adoption of the following revised International
Financial Reporting Standards (‘IFRSs”) for the first time for
the current period’s financial information.

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9, Interest Rate Benchmark Reform

IAS 39 and IFRS 7

Covid-19-Related Rent
Concessions (early adopted)

Amendment to IFRS 16

Amendments to Definition of Material

IAS 1 and IAS 8

2.1

2.2
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

The nature and impact of the revised IFRSs are described

below:

(@)

Amendments to IFRS 3 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 Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P HARE A S O I B R Y

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (CONTINUED)

(o)

Amendments to IFRS 9, IAS 39 and IFRS 7 address
the effects of interbank offered rate reform on financial
reporting. The amendments provide temporary reliefs
which enable hedge accounting to continue during
the period of uncertainty before the replacement
of an existing interest rate benchmark. 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 COVID-19 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 (iii) there is no
substantive change to other terms and conditions of
the lease. The amendment is effective retrospectively
for annual periods beginning on or after 1 June 2020
with earlier application permitted. The amendments did
not have any impact on the Group’s interim condensed
consolidated financial information.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
KRBT S A S Gt HRmR M

30 June 2020 ¢ 202046 A30H

2.2 CHANGES IN ACCOUNTING POLICIES AND 22 EETHEREBEREE (&)
DISCLOSURES (CONTINUED)

(d) Amendments to IAS 1 and IAS 8 provide a new d) BIREsrERIFE1% REE S5
definition of material. The new definition states that ERIESRHEF] AEMATEE
information is material if omitting, misstating or ZRENER  WHUAERE
obscuring it could reasonably be expected to influence BRH - SRR BEERE B
decisions that the primary users of general purpose HEFERUBRERE—MRENL
financial statements make on the basis of those financial FTEFREER BRI EREKE
statements. The amendments clarify that materiality will HERE - AIZERREE - &
depend on the nature or magnitude of information. The FIAIER -  EEMEURREE R
amendments did not have any impact on the Group’s MERESHE - BRI AEHARE
interim condensed consolidated financial information. EH R EARSER & OF I S Hh R I A

EREE -

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL 2.3 © fE#F{B & 7R 4 Y B PR Bt 7
ﬁﬂ:i& ]

FINANCIAL REPORTING STANDARDS B R
The Group has not applied the following new and revised REEWRRENFHRRFPEAUT
IFRSs, that have been issued but are not yet effective, in its B EME R R ERAFE] MAEEF]
financial statements. BREA TS SRS AR o
Amendments to IFRS 3 Reference to the Conceptual Framework’ PREr TS A BatER 5/
FEIRMEBFIAR
Amendments to IAS 16 Property, Plant and Equipment: Proceeds Bl kRIS 1655 NE  BERE
before Intended Use' HEETA % EFEE
A EERTH
Yz
Amendments to IAS 37 Onerous Contracts - Cost of Fulfiling R@ERIE 37 EEAY — EITA
a Contract’ HEETA HZHA

1 10 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P HARE A S O I B R Y

2.3 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS (CONTINUED)

Annual Improvements to

IFRSs 2018-2020

Amendments to IAS 28
and IFRS 10

IFRS 17
Amendments to IAS 1

Amendments to IFRS 1, IFRS 9, IAS 41
and lllustrative Examples accompanying
IFRS 16

Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture®

Insurance Contracts®
Classification of Liabilities as Current or
Non-currenf

! Effective for annual periods beginning on or after 1 January

2022

2 No mandatory effective date yet determined but available for

adoption

8 Effective for annual periods beginning on or after 1 January

2023

The Group is in the process of making an assessment of

the impact of these new and revised IFRSs upon initial

application.
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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,
loss on disposal of a subsidiary, 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.

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

ARAEFET P HARE A S O I B R Y

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

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

China Machinery Engineering Corporation
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3. OPERATING SEGMENT INFORMATION 3. REDIUEHR (F)
(CONTINUED)
(a) Segment revenue, results, assets and liabilities (a) 2EPUWA - ¥ - BEEREE
Six months ended HZ202056A30H Construction Trading Services
30 June 2020 IER{ER contracts business business Total
BEAE EoEK PR &5t
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REE) (REEF) (REEE) (REEE)
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT ARHFT
Segment revenue (note 4) PN (Hit4)
Sales to external customers HETIBEP 5,609,160 2,451,286 1,011,253 9,071,699
Intersegment sales AEREE 160,866 1,769 17,865 180,500
Reportable segment revenue  FERE S A 5,770,026 2,453,055 1,029,118 9,252,199
Reportable segment profit ARE D ERA 379,643 181,939 115,666 677,248
Finance income on receivables EIE P HIEm
from customers FHBYA 99,207 73,462 - 172,669
Finance costs (other than AHAA (HEARR
interest on lease liabilities) F RSN 23,305 35,403 134 58,842
Depreciation and amortisation MERE#H 11,404 4,858 11,697 27,959
Provision/(reversal of provision) BEEEEE/
for impairment losses (BfaRem)
- Trade and other receivables - B R EmEYGR 49,476 (14,427) 14,670 49,719
- Contract assets -AREE (364) - - (364)
As at 30 June 2020 #202056830H Construction Trading Services
contracts business business Total
BEAE EUES R R &5t
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REE) (REE) (REE) (REE)
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT ARHFT
Reportable segment assets AREDDEE 16,784,784 6,002,052 2,463,723 25,250,559
Reportable segment liabilities ~ THREAHEE 28,925,234 7,475,952 4,356,411 40,757,597
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30 June 2020 ¢ 202046 A30H

3. OPERATING SEGMENT INFORMATION 3. REQTER (&)

(CONTINUED)

(@) Z7WUA - ¥& BEEREE

(@) Segment revenue, results, assets and liabilities

(continued) (%)
Six months ended HZE2019F6A30H Construction Trading Services
30 June 2019 (Restated) WEAMEA (Eit) contracts business business Total
RESR BHEN e A&t
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REFE) (REEFE) (REE=EE) (REE=E)
RMB’000 RMB’000 RMB’000 RMB’000
AREF AREF AREFT AREF
Segment revenue (note 4) DBWA (Hfit4)
Sales to external customers HETIBER 9,611,542 3,246,580 1,004,849 13,952,971
Intersegment sales NEHEEE 213,958 41,461 189,558 444,977
Reportable segment revenue AHREFBRA 9,825,500 3,288,041 1,284,407 14,397,948
Reportable segment profit ARE S BERA 788,065 95,663 210,947 1,094,675
Finance income on A P HIER
receivables from customers IS 53,587 58,410 - 111,997
Finance costs (other than A (HEEEMN
interest on lease liabilities) FIEBRIM) 18,795 26,450 28 45,273
Depreciation and amortisation MEREH 12,778 4,183 10,778 27,739
Provision for REEEEE
impairment losses
- Trade and other receivables - B 5 REMBYE 72,036 14,106 14,969 101,111
- Inventories -RE - 1,059 - 1,059
- Contract assets - AREE 16,973 = = 16,973
As at 31 December 2019 #2019 12 A31H Construction Trading Services
(Restated) (Ea) contracts business business Total
BEAR BH%HK PR TS At
RMB’000 RMB’000 RMB’000 RMB’000
AREFT  AREFT  AREFT  AREFT
Reportable segment assets TREPBEE 17,576,539 6,297,429 2,647,801 26,521,769
Reportable segment liabilities AH{&ESHBEE 28,429,298 7,894,754 4,474,025 40,798,077
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
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30 June 2020 ¢ 202046 A30H

3. OPERATING SEGMENT INFORMATION 3. REQHER (&)

(CONTINUED)

(a) Segment revenue, results, assets and liabilities (a) 2BWA - £BE - EERAE
(continued) (%)
Capital expenditures amounting to RMB287,169,000 HZE2020F 20196 A30H
and RMB134,196,000 (Restated) for the six months ERNBEAMERREZ DA AA
ended 30 June 2020 and 2019, respectively, are R#287,169,000 Tk AR
not allocated to segments as such expenditures are 134,196,0007T (SEit) - Hifm
managed on a group basis. ATEDEH  WIHBEREERX

NEEREMER

1 16 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P HARE A S O I B R Y

30 June 2020 ¢ 202046 A30H

3. OPERATING SEGMENT INFORMATION 3. REQHER (&)
(CONTINUED)
(b) Reconciliation of reportable segment revenue, (b) THREDHWA - BA - BEE
profit, assets and liabilities REENER
For the six months
ended 30 June
BZ6H30HIL<EA
2020 2019
2020 20194
(Unaudited) (Unaudited)
(REEFT)  CREERD
RMB’000 RMB’ 000
AREFT AREFIT
(Restated)
(&)
Revenue: WA
Reportable segment revenue ‘T$&¢”‘4M&%\ 9,252,199 14,397,948
Elimination of intersegment revenue 7 EP UL A 5 (180,500) (444,977)
9,071,699 13,952,971
Profit: wmA
Reportable segment profit AR 2 &P A 677,248 1,094,675
Share of profits and losses of associates FE(REE & N Alm A R ESE 85,627 94,010
Share of profits and losses of joint ventures  FE/H & & A &% F| K &8 16,883 18,412
Dividend income from equity investments AR EEFEEHE
at fair value through other comprehensive T AHALERE Y Y
income AR HEI & AR B s 3,300 =
Investment income on financial assets ERMEERE NS 15,700 8,927
Loss on disposal of a subsidiary RE N B R EE - (15)
Other income, net E U A58 1,371 2,084
Other operating expenses HEmgeEmsy (4,932) (5)
Interest income from bank deposits KRB RITIFRZFEWA 95,392 123,300
Interest cost on lease liabilities HEBGERHEKA (1,835) (1,392)
Interest cost recognised in respect of MBREX w st &
defined benefit obligations TERHF] B A (10,125) (11,745)
Unallocated foreign exchange gains, net R BL 2 B H W F 58 54,043 19,263
Depreciation and amortisation e K i (111,286) (99,943)
Profit before tax Br A5 A v Al 821,386 1,247,571
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

3. OPERATING SEGMENT INFORMATION 3. REDIUEHR (F)
(CONTINUED)
(b) Reconciliation of reportable segment revenue, (b) AREZHBUA - mF BE
profit, assets and liabilities (continued) REBENHIR ()
30 June 31 December
2020 2019
2020% 2019F
6A30H 12A31R
(Unaudited) (Restated)
(REBHEL) (&)
RMB’000 RMB’ 000
AEETT ANRETFT
Assets: EE:
Reportable segment assets TRENTEE 25,250,559 26,521,769
Elimination of intersegment receivables AEERUGIRE (5,800,504) (6,217,155)
19,450,055 20,304,614
Financial assets at fair value through profit or loss DA BEE B AL S ABRN
CREE 1,762,171 176,780
Restricted deposits ZRHFH 1,001,001 1,231,226
Time deposits with original maturity of over three months ~ R#AZIH BB =EANF HEH 4,870,684 5,825,624
Cash and cash equivalents ReRBeEEY 15,725,206 15,563,218
Property, plant and equipment EN ST 2,682,266 2,495,207
Right-of-use assets RAEAE 1,774,111 1,806,626
Intangible assets BYEE 439,004 440,556
Long-term assets EHH BE 61,223 50,529
Investments in joint ventures HEERANRE 422,205 405,798
Investments in associates ”TEw o NEIMHRE 1,476,116 1,368,578
Deferred tax assets ﬂwﬁ BE 796,750 655,243
Equity investments designated at fair value through Qﬁf BfEs B LS A AR
other comprehensive income nRRERE 545,244 550,659
Other unallocated assets ﬁfﬁﬁiﬁ@ii@f‘é 3,024,969 3,125,226
54,031,095 53,999,884
Liabilities: Bf:
Reportable segment liabilities RENHAE 40,757,597 40,798,077
Elimination of intersegment payables DEERERFIBE (5,691,481) (6,108,721)
35,066,116 34,694,356
Lease liabilities HEAE 50,155 64,232
Defined benefit obligations HEXREG 624,401 629,947
Tax payable JeSTE 265,600 466,301
Deferred tax liabilities BEHERE 111,032 108,829
Other unallocated liabilities EtRnRAaR 2,790 2,479
36,120,094 35,966,144

1 18 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REEBEITHHAE A S I SRR M

30 June 2020 ¢ 202046 A30H

3. OPERATING SEGMENT INFORMATION 3. ReEHKITER (&)
(CONTINUED)
(c) Geographical information (c) HhEEEER
Revenue from external customers KEMBEEHEA

For the six months
ended 30 June

HBE6H30B LA
2020 2019
20204 20194

(Unaudited) (Unaudited)
(REGEET)  CREERD)
RMB’000 RMB’000
AR¥FT AREFT

(Restated)

(ZEat)

China e 2,817,490 3,488,586
Iraq RV 1,021,326 2,131,685
Pakistan B A HT 8 677,681 1,515,472
Zambia B 653,462 729,936
Serbia ERMED 430,908 331,575
The Republic of Angola L e TN 413,124 934,951
Canada mEX 397,895 206,691
Cameroon W 25 [ 350,323 520,014
United States ESe 279,020 365,989
lvory Coast Bl 238,049 891,690
Others =) 1,792,421 2,836,382

9,071,699 13,952,971

The revenue information above is based on the LA E WA E B TR B P b i &
locations of the customers. 9 e

Interim Report 2020
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

3. OPERATING SEGMENT INFORMATION
(CONTINUED)

(c) Geographical information (continued)

Non-current assets

3.

REDWER (HF)

(c)

WwEERER (F)
FRBEE

As at
As at 31 December
30 June 2020 2019
1#20204F 20194
6HA30H 12H31H
(Unaudited) (Restated)
(RBEET) (Fut)
RMB’000 RMB’000

ARE T ARETT

Mainland China SlEiyN 173 6,024,311 5,892,286
Others =i} 88,850 91,633
6,113,161 5,983,919

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

(d) Information about major customers

No revenue was generated from sales to a single
customer which amounted to more than 10% of the
Group’s revenue for the six months ended 30 June
2020 (30 June 2019: RMB2,049,558,000).

120 China Machinery Engineering Corporation
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(d)
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FEHFHE S - TREHAE AR
MEENRIMIEE  SMIAR
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A WEEEMEENKAL
REBFBRAIONN EHE—F
F (20196 A30RH : AR®
2,049,558,0007T) °



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REEBEITHHAE A S I SRR M

30 June 2020 ¢ 202046 A30H

4. REVENUE 4. A
Revenue represents the net invoiced value of goods sold, WAREHANNBKEEGERE S
after allowances for returns and trade discounts; and an HHEEEmBEREE BESRE
appropriate proportion of contract revenue of construction EH oA RWAKRTRREREE
contracts and the value of services rendered during the 8-
period.
An analysis of revenue is as follows: WA -
For the six months
ended 30 June
BZ6A30RLLA<EA
2020 2019
20204 20194
(Unaudited) (Unaudited)
(REEEFT)  CREERD
RMB’000 RMB’ 000
AR¥FT AREFT
(Restated)
(&)
Revenue from contracts with customers EFE A FIHMA 9,020,986 13,877,221
Revenue from other sources H i FFHA
Gross rental income from investment property REREMELSEHED
under operating leases: HEWALBEE
Other lease payments, including fixed HmBEERMNRK  BEEHE
payments (E 50,713 75,750

9,071,699 13,952,971

Interim Report 2020
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

4. REVENUE (CONTINUED)

4. WA (&)

Disaggregated revenue information for revenue from AEEREFERBKAR FAE
contracts with customers: ®}
For the six months ended 30 June 2020
#Z£202056 A30H LB A
Construction Trading Services
Segments 2 contracts business business Total
BESH EEES S PR 7% Ch
Types of goods or services B RS ER
Construction contracts BEAR 5,609,160 - - 5,609,160
Trading business EUES - 2,451,286 - 2,451,286
Services business PRI X - - 960,540 960,540
Total revenue from contracts EFERWALE
with customers 5,609,160 2,451,286 960,540 9,020,986
Geographical markets WEMS
Asia o 2,942,929 1,572,219 851,900 5,367,048
Africa M 1,991,573 51,625 82,951 2,126,149
Europe B 511,493 182,292 12,397 706,182
South America EEJ) 92,676 11,518 12,793 116,987
North America JLEM 70,489 610,398 - 680,887
Oceania KM - 23,234 499 23,733
Total revenue from contracts EFERBAAE
with customers 5,609,160 2,451,286 960,540 9,020,986
Timing of revenue recognition BN
Construction transferred R—BRERE AR
over time iofEX 5,609,160 - - 5,609,160
Trading transferred at a point NSl EEEEE £
of time 25 - 2,451,286 - 2,451,286
Services transferred R BRI AR
over time & AR5 - - 960,540 960,540
Total revenue from contracts EFERWALE
with customers 5,609,160 2,451,286 960,540 9,020,986

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REEBEITHHAE A S I SRR M

30 June 2020 ¢ 202046 A30H

REVENUE (CONTINUED)

4. WA (&)

For the six months ended 30 June 2019 (Restated)
HE2019F6 A0 AEA (Eit)

Construction Trading Services
Segments AR contracts business business Total
RESR B5%E% IRE %S CE
Types of goods or services B RisER
Construction contracts BEAR 9,611,542 - - 9,611,542
Trading business ECES - 3,246,580 - 3,246,580
Services business PR E T - - 1,019,099 1,019,009
Total revenue from contracts EFERWALE
with customers 9,611,542 3,246,580 1,019,099 13,877,221
Geographical markets WEMS
Asia M 5,022,517 2,253,964 953,124 8,229,605
Africa FEM 3,333,889 56,501 47,785 3,438,175
Europe B 916,237 300,351 2,156 1,218,744
South America EEJ) 168,899 24,490 1,141 194,530
North America EEM 170,000 607,910 14,389 792,299
Oceania KM - 3,364 504 3,868
Total revenue from contracts ~ BFARWALLE
with customers 9,611,542 3,246,580 1,019,099 13,877,221
Timing of revenue recognition BN
Construction transferred R—BE R AR
over time e 9,611,542 - - 9,611,542
Trading transferred at a point Sl EEEE:
of time M85 - 3,246,580 - 3,246,580
Services transferred R EE
over time #) BR 7% - = 1,019,099 1,019,099
Total revenue from contracts EFERWALE
with customers 9,611,542 3,246,580 1,019,099 13,877,221
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
KRBT S A S Gt HRmR M

30 June 2020 ¢ 202046 A30H

4. REVENUE (CONTINUED) 4. WA (&)
Set out below is the reconciliation of the revenue to the WA S I ER R EEN SR
amounts disclosed in the segment information: HHmT

For the six months ended 30 June

HZ6A30A LKA
2020 2019 (Restated)
2020 2019% (Eit)
Construction Trading  Services Construction Trading Services
contracts ~ business  hbusiness Total contracts business business Total

BERR  HAXE  REXE At BERR  ERRE  RERR ait

Revenue from confracts EFEANA
with customers
External customers SRR 5,600,160 2,451,286 960,540 9,020,986 9,611,542 3246580 1,019,099 13,877,221
Intersegment Gak A 160,866 1,769 17,865 180,500 213,958 41,461 189,558 444,977
5770026 2,453,055 978,405 9,201,486  9,825500 3288041 1208657 14,322,198
Intersegment adjustments PHEHER
and eliminations g (160,366) (1,769) (17,865  (180,500)  (213,958) (41461)  (189,558)  (444,977)

Total revenue from contracts ZPARMALE
with customers 5,609,160 2,451,286 960,540 9,020,986 9,611,542 3,246,580 1,019,099 13,877,221

Revenue fiom other sources EHFFRA
External customers NeER -

50,713 50,713 = = 75,750 75,750

Total revenue LNt 5600,160 2,451,286 1,011,253 9,071,699 0611542 3246560  1,094849 13,952,971

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REEBEITHHAE A S I SRR M

30 June 2020 ¢ 202046 A30H

INCOME, NET

OTHER REVENUE AND OTHER (EXPENSES)/

An analysis of other revenue and other (expenses)/income,

net is as follows:

Htt AR E A (BX), WA

H At W A K E At (FIS), WAFEE D

aw

For the six months
ended 30 June

EHZE6A30R1L~EA
2020 2019
20204 20194
(Unaudited) (Unaudited)
(REEST)  CREERD)
RMB’000 RMB’ 000
AREFT AREFIT
(Restated)
(&)
Other revenue Hep g A
Dividend income from equity investments A AR EE=ZRH S
at fair value through other comprehensive AR MAR S WK
income f& A% & I B U A 3,300 =
Investment income on financial assets BRLEERE K 15,700 8,927
Government grants TR #66 B 1,065 2,979
20,065 11,906
Other (expenses)/income, net Hih (B), WA FHE
Net gains/(losses) on disposal of items of BEMF  KEKEE
property, plant and equipment THE MRS (1BK) F5 306 (895)
Litigation compensation FaAfE(E (273,110) -
Net losses on foreign currency forward exchange i HASNE & # & K| 5 4 HA
contracts and interest rate swaps BRFER (95,334) (7,812)
Gain on bargain purchase recognised in RE AU A TEREITE
other income BB s - 4,577
Others Hit 18,271 24,687
(349,867) 20,557
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
KRBT S A S Gt HRmR M

30 June 2020 ¢ 202046 A30H

6. PROFIT BEFORE TAX 6. BRFANER

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

AEBZBRBADEF T (F08R) 5 A
UTNERREH

(a) Finance income and finance expenses (a) BBEWARBKEEX

For the six months
ended 30 June

BZEZ6A30H LL<EA
2020 2019
20204 20194
(Unaudited) (Unaudited)
(REERT)  CREERD)
RMB’000 RMB’000
AR¥FT AREFT
(Restated)
(&)
Finance income on receivables from FE W R P RIE B B S U
customers 172,669 111,997
Foreign exchange gains RN 155,161 27,316
Interest income MBI A 95,392 123,300
Finance income BSUA 423,222 262,613
Interest cost recognised in respect of MBREX BT ERD
defined benefit obligations I B A AN (10,125) (11,745)
Interest expenses on borrowings BEMNERE (58,842) (45,273)
Interest on lease liabilities HEaEFE (1,835) (1,392)
Bank charges and others IRITEANKEM (3,760) (80,056)
Finance expenses X (74,562) (138,466)
Net finance income recognised in profit RIBE R M A FRE
or loss 348,660 124,147

China Machinery Engineering Corporation

FERHREIRRAERAT



Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P HARE A S O I B R Y

6. PROFIT BEFORE TAX (CONTINUED)

(b) Other items

30 June 2020 ¢ 202046 A30H

6. FRBiALER (&)
(b) HAbEE

For the six months
ended 30 June

HZEZ6H30HEAEAR
2020 2019
2020 20194

(Unaudited) (Unaudited)
(RgES)  CREF)
RMB’000 RMB’000
AREFT AREFT

(Restated)
(&)
Amortisation |
— Intangible assets —\EREE 10,656 10,320
- Long-term assets - REE 18,579 18,531
29,235 28,851
Depreciation e
— Property, plant and equipment — % - WEREE 58,288 48,288
- Investment properties —EME 8,501 8,329
- Right-of-use assets —EREEE 43,221 42,214
110,010 98,831
Impairment losses/(reversal of BEEE CREBERE)
impairment losses) on
— Trade and other receivables — B 5 KE MR FIE 49,719 101,111
— Inventories —FE - 1,059
- Contract assets —GREE (364) 16,973
49,355 119,143
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

6. PROFIT BEFORE TAX (CONTINUED)

(b) Other items (continued)

6. FRBi

EVISR YA

At

(&)

(b) HMRE (&)

For the six months
ended 30 June

BZEZ6A30H LL<EA
2020 2019
20204 20194
(Unaudited) (Unaudited)
(REEST)  CREERD
RMB’000 RMB’000
AR¥FT AREFT
(Restated)
(FEiq)

Operating lease charges CEHEER
- Rental expenses for short-term leases —RHEEER X
and leases of low-value assets EKEEBEEHREEZR 2,630 2,806
2,630 2,806
Cost of construction contracts EEA RAA 4,447,657 8,022,074
Cost of goods sold B i sH S AR 2,214,545 3,019,335
Cost of services provided FirHe 4 Al 75 B0 A 2R 808,840 791,576
7,471,042 11,832,985
7. FiBH

7. INCOME TAX

Pursuant to the relevant laws and regulations in the PRC,
the statutory enterprise income tax rate of 25% was applied
to the Company’s mainland China subsidiaries for the six
months ended 30 June 2020 and 2019, except for certain
mainland China subsidiaries of the Company which were
entitled to the preferential tax rate of 15% (2019: 15%) BISRE
because they were 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 20% since 2019
because they are small and micro businesses.

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

ARAEFET P HARE A S O I B R Y

7. INCOME TAX (CONTINUED)

30 June 2020 ¢ 202046 A30H

Frie®t (&)

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 period. Taxes on profits
assessable elsewhere have been calculated at the rates of
tax prevailing in the countries (or jurisdictions) in which the

Group operates.

BEENGRIORBAERTBELD
st BERTBUE MR 16.5% (20194 -
16.5%) KB R IEHE o N E A it [ # &
RN B RAEE L EMENEK
(KADERER) WBERAR KR ERIA -

For the six months
ended 30 June

EHZEZ6A30R1E~EA
2020 2019
20204 20194
(Unaudited) (Unaudited)
(REEET)  CREERD)
RMB’000 RMB’ 000
AR¥FT AREFT
(Restated)
(&)
Current income tax — Mainland China BNHAPTIS Bt — A B K fE 325,386 271,569
Charge for the period ARHARI S 314,050 287,184
Underprovision/(Overprovision) BEHEBRETR S
in prior periods (RRERE) 11,336 (15,615)
Current income tax — Hong Kong BIHAFR G — BF (172) 4,096
Charge for the period AREAR S 130 3,331
(Overprovision)/Underprovision BARRE (BEEE),
in prior periods BETR (302) 765
Current income tax — Others BNHAFTIS Fd — Efth 2,122 2,036
Charge for the period AEIE S H 2,178 1,684
(Overprovision)/Underprovision B AR (RBEAEE),
in prior periods BETR (56) 352
Deferred income tax EREFTIS R (136,078) (18,120)
Total tax charge for the period NERF R IE S M 4B R 191,258 259,581
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
KRBT S A S Gt HRmR M

30 June 2020 ¢ 202046 A30H

7. INCOME TAX (CONTINUED) 7. FRiE®i (&)
BAARREKNSHHEA TN
B (REEER) MEERKHFE Y
BB AN ER MRS IR TR
MEHE 2 HBERASOEERENT

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

For the six months
ended 30 June

HZ6AH30RLL<EA

2020 2019

20204 20194

(Unaudited) (Unaudited)

(REGEET)  CREERD)

RMB’000 RMB’ 000

AR¥FT AREFT

(Restated)

(&)

Profit before tax B T A& 821,386 1,247,571

Tax at the statutory tax rate BAEMEFTENTIE 205,347 311,893

Lower tax rate(s) for specific provinces or FEA MM TE REITH

enacted by local authority BIER = (7,871) (11,740)

Income not subject to tax B RPN (7,598) (10,125)
Share of profits of joint ventures and associates  JE{5 A & A &) KBt & A 7

not subject to tax 1535 R 0 A (25,628) (28,106)
Adjustments in respect of current tax of LB F AR BN EATE B B

previous periods B 10,978 (14,498)

Expenses not deductible for tax I3 8,025 12,219

Tax losses utilised from previous periods i AT B R IR E 18 (275) (59)

Others H 8,280 (3)
Tax charge at the Group’s effective rate BEASBERHEFERN

BIAX H 191,258 259,581

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

ARAEFET P HARE A S O I B R Y

8. DIVIDENDS

(a)

(b)

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

The Directors do not recommend the payment of any
interim dividend for the six months ended 30 June 2020
(six months ended 30 June 2019: nil).

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

On 29 June 2020, upon the approval at the annual
general meeting, the Company declared a final dividend
in respect of the financial year ended 31 December
2019 of RMB0.1586 per share (2018: RMBO0.2067
per share), with a total amount of approximately
RMB654,336,020 (2018: RMB852,782,190).

9. EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of the basic earnings per share amount

is based on the profit for the six months ended 30 June

2020 attributable to ordinary equity holders of the parent

and the weighted average number of ordinary shares
of 4,125,700,000 (six months ended 30 June 2019:
4,125,700,000) in issue during the period.

30 June 2020 ¢ 202046 A30H

8. KR

(a)

(b)

RABMHEENTFARATARR
RE

EETEZRRNEZE20205%6
A 308 1L/ A & fa] B AR
B (E#=2019F6 4301 L/~ &
A &) o

ReMBEALE 2 BETR
FEERNTFARARRRE

R202056 A29H ' KKK
BERSHER  XRAFRE
£2019F12 A31 H LB B EF
EERRBEREABRARYE
0.15867T (20184 : BIRARYE
0.20677L) * BEBEHNAARYE
654,336,0207T (20184 : AK
#852,782,1907T) °

9. FENRBRAAEERAFAA
HERER

FRRERBNTIZEZE2020F6 H30
BIEANEASBRE AR L AERR
B AR EF R EAAE 21T @A N
R 5 %4,125,700,0000% (B Z=2019
F6H30RLERMEA : 4,125,700,000

B)EE -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

9. EARNINGS PER SHARE ATTRIBUTABLE o
TO ORDINARY EQUITY HOLDERS OF THE

PARENT (CONTINUED)

The calculation of basic earnings per share is based on:

BERBATEEREZRFEA
MERARN (&)
SREARM O ETIER |

For the six months
ended 30 June

B Z6H30R1LAEA
2020 2019
2020 2019%F
(Unaudited) (Unaudited)
(REEST)  CREERD)
RMB’000 RMB’ 000
AREFT AREFIT
(Restated)
(Fi)
Earnings 2%
Profit attributable to ordinary equity holders STEGRERRFETAT
of the parent used in the basic earnings per FENE AR T BER
share calculation BB AR @ A 626,710 986,437
Number of shares
R & E
For the six months
ended 30 June
HZ6H30HILAEAR
2020 2019
2020 2019%F
Thousands Thousands
shares Shares
Fie Fig
Shares 4l
Weighted average number of ordinary shares in  sFE &SR E A ZEFI BT A A
issue during the period used in the basic BB BT S @Ak e s
earnings per share calculation Sk 4,125,700 4,125,700

The Group had no potentially dilutive ordinary shares in issue
during the six months ended 30 June 2020 and 2019.

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

ARAEFET P HARE A S O I B R Y

10. PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020, the Group
acquired property, plant and equipment at a cost of
approximately RMB255,441,000(six months ended 30
June 2019 (Restated): RMB120,446,000). Property, plant
and equipment with a net book value of approximately
RMB3,354,000 were disposed of by the Group during the
six months ended 30 June 2020 (six months ended 30 June
2019 (Restated): RMB3,164,000), resulting in a net gain on
disposal of RMB306,000 (six months ended 30 June 2019

(Restated): a net loss of RMB895,000).

11. RIGHT-OF-USE ASSETS

Right-of-use assets mainly represent land use right
premiums paid by the Group for land located in Mainland

China.

12. EQUITY INVESTMENTS DESIGNATED

AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

30 June 2020 ¢ 202046 A30H

10. 1% - BEKRE

HZE2020F6 AS0HIE/NEA & &
SEESEMHE BEREKENKRLD
BAER®255 441,0007T (B £2019
F6HA30H AR (Fi) : AR
120,446,0007T) ° #Z202046 530
HIEAER  AEEEREBREFE
“ 5 ANR¥E3,354,000 TR E « &
EREE(HE201946 A30H 1E/N
EA (Fa) : AR#3,164,0007T)
EXREWRZFHAEARKI06,0007T
(H=2019F6 AC0HIENEA (&
i) - BRFEAREES895,0007T) ©

11. EHEELE
FRELETERAESERMIN TR
P+ b e A S

12. LA REEFEEEZETA

HinZeWamWBRERE
As at As at
30 June 31 December
2020 2019
720204 R20194F
6 H30H 12H31H
(Unaudited) (Audited)
(RE&ES) (#&&EET)
RMB’000 RMB’ 000

ARETFT ARETT

Listed equity investments, at fair value

EHEERE  EAREE

Hong Kong 69,609 70,527
Shanghai 4,852 5,613
74,461 76,140

Unlisted equity investments, at fair value ELEMRERE - RAREE 470,783 474,519
545,244 550,659
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

13. INVENTORIES 13. F&
As at As at
30 June 31 December
2020 2019
7A2020% R20194
6 A30H 12 H31H
(Unaudited) (Restated)
(REEE) (Fu)
RMB’000 RMB’000
AREFT ARMF T
Goods in transit EHREY - 3,119
Entrusted processing materials EENMIYWE 125,100 144,262
Finished goods BIRK 245,759 320,047
370,859 467,428
Provision for impairment BB RS (633) (633)
370,226 466,795
14. CONTRACT ASSETS 14. ERAEE

As at As at
30 June 31 December
2020 2019
7202045 R20194
6 830H 12 H31H
(Unaudited) (Audited)
(REEHFET) (FEE)
RMB’000 RMB’000
AR¥FT AREFr

Contract assets arising from: LNTREEEENEREE
Construction services BERS 4,942,238 5,272,428
4,942,238 5,272,428
Impairment NERIE] (66,619) (66,983)
4,875,619 5,205,445

1 34 China Machinery Engineering Corporation
FEIRMRE IRROERA T



Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P HARE A S O I B R Y

15. TRADE AND OTHER RECEIVABLES

30 June 2020 e

202046 H30H

15. E5 K E BN IR

As at As at

30 June 31 December

2020 2019

720204 R20194

6H30H 12 H31H

(Unaudited) (Restated)

(RBEE) (ZEat)

Notes RMB’000 RMB’000

it AR¥Fr ARETT

Bills receivable FEW R & 88,087 246,064

Trade receivables 2 5 WA 6,924,924 7,701,419

Less: Allowance for doubtful debts & : REERE S (b) (2,191,486) (2,170,389)

4,821,525 5,777,094

Long-term trade receivables RHIE 5 EWEIE 3,507,418 3,406,978

Less: Allowance for doubtful debts & : RERE M (b) (24,934) (24,450)

3,482,484 3,382,528

Trade and bills receivables B 5 EWGRIE K BN E IR (@) 8,304,009 9,159,622

Advances to suppliers AR IR 2,880,622 2,674,235

Other receivables o th fE UL SR IR 2,241,787 2,686,479
Forward exchange contracts and RHAONE S %) K N F 15 2R

interest rate swaps - 19,036

Debt investments EERE 3,358,383 2,751,962

Less: Allowance for doubtful debts — J&l : REREE S (b) (118,215) (115,798)

5,481,955 5,341,679

Total =t 16,666,586 17,175,536
Portion classified as non-current DEAIERDEENILD

assets (6,197,580) (6,537,503)

Current portion mEnEs 10,469,006 10,638,033
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AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

15. TRADE AND OTHER RECEIVABLES
(CONTINUED)

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

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

15. E5 K EtEWRIE (&)

(a)

R 2 AT

REZZAH RBESHRNE
2 FE MU IR % B M 3R R A B

EHERE DT -
As at As at
30 June 31 December
2020 2019
12020F 20194
6H30H 12H31H
(Unaudited) (Restated)
(REERT) (&)
RMB’000 RMB’ 000

ARETFT ARET T

Within 3 months 31E A AR 4,844,178 5,712,154
3 months to 6 months 318 A =61EA 579,532 762,587
6 months to 1 year 6EAE1F 1,481,044 1,035,005
Over 1 year 1F A F 1,399,255 1,649,876

8,304,009 9,159,622

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

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

ARAEFET P HARE A S O I B R Y

15. TRADE AND OTHER RECEIVABLES
(CONTINUED)

(b) Impairment of trade and other receivables

The movements in provision for impairment of trade
receivables and other receivables are as follows:

30 June 2020 ¢ 202046 A30H

15. E5 K EtEWRIE (&)

(b) EZRHMEWKERE

B 5 & WA B H A R IRR

EEEHENESHOT :
As at As at
30 June 31 December
2020 2019
R2020% 120195
6HA30H 12H31H
(Unaudited) (Restated)
(REEE) ()
RMB’000 RMB’ 000

AR¥ETFT ARETT

At beginning of year REH] 2,310,637 2,033,290
Impairment losses recognised B R AR EE R 99,806 497,965
Impairment losses reversed B R BRI EEE (50,087) (152,247)
Amount written off as uncollectible #3577 AT U Bl #) & &8 (25,721) (60,656)
Other EAh = (7,715)

2,334,635 2,310,637
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AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

15. TRADE AND OTHER RECEIVABLES 15.

(CONTINUED)

(b) Impairment of trade and other receivables
(continued)

Set out below is the information about the credit risk
exposure on the Group’s trade receivables using a
provision matrix:

As at 30 June 2020

Gross carrying

B2 REEWRE (&)

(b) EZRHEMEBEWKRRME (&)

TREHEABREEETENE
FAAREEE 5 ENFIEEARER
ARREE R

7202056 A30H

Expected credit Expected credit

amount losses loss rate
BARMEE FHERELX FHEABAE
(RMB’000) (RMB’000)
(AR¥Fr) (AR¥Ft)
Within 1 year —FR 3,313,733 18,847 0.57%
1 year to 2 years —EEWE 718,186 18,684 2.60%
2 years to 3 years MEE=4F 265,786 56,935 21.42%
Over 3 years B =F 359,382 263,357 73.28%
4,657,087 357,823

In addition to the above provision matrix, for certain
customers with credit risk increased significantly, the
Group has made individual loss allowance. As at 30
June 2020, the accumulated individual loss allowance
was RMB1,833,663,000 with a carrying amount before
loss allowance of RMB2,267,837,000.

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

ARAEFET P HARE A S O I B R Y

15. TRADE AND OTHER RECEIVABLES
(CONTINUED)

(c)

(d)

The amounts due from the related parties
of the Group included in the trade and other
receivables are analysed as follows:

30 June 2020 ¢ 202046 A30H

15. E5 K EtEWRIE (&)

(c) BUAKEEEABLRE(GFAE

SR EAMEWRIE) 2O T -

As at As at

30 June 31 December

2020 2019

120204 20194

6A30H 12H31H

(Unaudited) (Restated)

(RBEET) (Fat)

RMB’000 RMB’000

ARM¥F T ARETFT

SINOMACH B 1 525,362 449,964
Fellow subsidiaries BEINEPNG 19,168 22,401
Associates /NG 4,670 6,894
Joint ventures BENT] 244 244
549,444 479,503

These balances are unsecured, non-interest-bearing
and repayable on credit terms similar to those offered
to the major customers of the Group.

As at 30 June 2020, borrowings of RMB12,734,000
(31 December 2019: RMB281,000) were secured by
the Group’s trade and bills receivables with carrying
amounts of RMB12,734,000 (31 December 2019:
RMB281,000).

(d)

REHEHRREER TR ELR
IR AREEERFERMHN
ERMEE -

MR2020F6 A30H ' EEAR
#12,734,0007T (2019412 A
318 : AR¥281,00070) AR
SEEAEAARK12,734,000
JC (201912 H31H : AR
281,0007T) K& 5 FE WK IA I fE
WEREBIERER -
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16. FINANCIAL ASSETS AT FAIR VALUE

Notes to the Unaudited Interim Condensed Consolidated Financial Statements
KRBT S A S Gt HRmR M

30 June 2020 ¢ 202046 A30H

16. LA RBEFEBEESBHFA

THROUGH PROFIT OR LOSS BENEmEE
As at As at
30 June 31 December
2020 2019
720204 20194
6 A30H 12H31H
(Unaudited) (Restated)
(REES) (FEuh)
RMB’000 RMB’ 000
AR¥ T ARMT T
Wealth management products PO E M 1,762,171 176,780

The Group purchases various wealth management products
issued by banks in Mainland China. As at 30 June 2020,
the Group purchased wealth management products with the
cost of RMB1,750,100,000 (31 December 2019 (Restated):
RMB171,600,000) from commercial banks. Most of the
wealth management products are principal-protected. The
Group continuously purchases various wealth management
products to improve the return on capital these years and
endeavours to increase the holding period of the products,
so significant balances were shown as at 30 June 2020.
They were mandatorily classified as financial assets at fair
value through profit or loss as their contractual cash flows
are not solely payments of principal and interest.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REEBEITHHAE A S I SRR M

30 June 2020 ¢ 202046 A30H

17. CASH AND CASH EQUIVALENTS AND 17. ReRRSEBYRCETF
PLEDGED DEPOSITS £
As at As at
30 June 31 December
2020 2019
#20204F 20194
6 A30H 12 H31H
(Unaudited) (Restated)
(REEE) (FEat)
RMB’000 RMB’ 000
AR¥ T AREFIT
Cash and bank balances e RIRTTAERR 21,596,891 22,620,068
Less: Restricted deposits B ZBR BT (1,001,001) (1,231,226)
Cash and cash equivalents in REHTBRARNIRE K
the consolidated statement of ReEEY
financial position 20,595,890 21,388,842
Less: Non-pledged time deposits with W R RIS EI B H R
original maturity of over three months =& A #Y R IR E B
when acquired (4,870,684) (5,825,624)
Cash and cash equivalents in R ER KA RS
the statement of financial position MEXRNRERREE
and in the consolidated statement of B
cash flows 15,725,206 15,563,218

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

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

ARBTATEHEBKEMER - R
i - AR P B RE CONE B IR R B o
(GE  EERNEETEERTE)  AK
B R B R R AR R HNE XAV IRTT
MARELBREME -

RITRESEB RRITERAN R ZE
MEREFE - BHERFE RN FRAN
F-—BE=EA - RFEAEEH B
BReBdBEME - XREBEHAEHF
R EF R - |RITEBR R EREFR
FRACHEERCHEAEEERFDN
RIT -

Interim Report 2020
—B-BERHRE

141
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KRBT S A S Gt HRmR M

30 June 2020 ¢ 202046 A30H

18. TRADE AND OTHER PAYABLES 18. ES R HA B FRIE
As at As at
30 June 31 December
2020 2019
420204 R20194
6A330H 12 A31H
(Unaudited) (Restated)
(REEST) (&)
RMB’000 RMB’ 000

ARETFT ARETT

Bills payable AL 60,544 168,658
Trade payables 2 5 e RIE 14,427,001 15,265,208
Trade and bills payables B 5N FIE R ENEE 14,487,545 15,433,866
Accrued salaries, wages and benefits JEEtE S - TENGER 647,895 781,543
Other taxes payable Hofh pE AR IR 91,534 188,780
Long-term payables RHAE 8 144,213 139,447
Long-term payables due within one year —FANRHZ REE 0B 429,546 588,014
Forward exchange contracts and RHAONE G £ N ) 2R 4 2R

interest rate swaps 94,778 37,796
Other payables Hofh A 5RIE 4,174,476 3,351,663

20,069,987 20,621,109

Less: Portion classified as current liabilities & : DA RE B BRI D 19,169,524 19,650,242
Non-current portion JERENF D 900,463 870,867

142 China Machinery Engineering Corporation
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(CONTINUED)

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P HARE A S O I B R Y

18. TRADE AND OTHER PAYABLES

An ageing analysis of the bills payable and trade payables

as at the end of the reporting period, based on the invoice

date, is as follows:

30 June 2020 e

202046 H30H

18. ESZ R EMEN A (&)

REZZAHY  NBSHROENE
BREZENFENREDNTOT

As at As at

30 June 31 December

2020 2019

1420204 20194

6HA30H 12H31H

(Unaudited) (Restated)

(REET) (&)

RMB’000 RMB’000

ARM¥F T ARETFT

Within 3 months 31E A AR 2,184,593 6,050,080
3 months to 6 months 3 AZE6MEA 554,883 675,672
6 months to 1 year 6EAZ=14F 4,752,433 1,885,418
Over 1 year 1FA E 6,995,636 6,822,696
14,487,545 15,433,866
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

18. TRADE AND OTHER PAYABLES
(CONTINUED)

The amounts due to the related parties of the Group, which
are unsecured, interest-free and have no fixed terms of
repayment, included in the trade payables are analysed as

18.

EZ R EMENRKE (F)

& 51 AN 5% B8] e e

FBEGtAEZEN

PR) REER - 25 BXEETE
HE - ZFEREDWAT

follows:
As at As at
30 June 31 December
2020 2019
R2020% 120195
6 H30H 12 H31H
(Unaudited) (Restated)
(REES) (Fit)
RMB’000 RMB’000
AR¥FT AREFT
SINOMACH B 5,393 7,003
Fellow subsidiaries B Z B A Al 337,524 478,591
Joint ventures /N 35,234 50,809
Associates il 28,530 24,850
406,681 561,253

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

ARAEFET P HARE A S O I B R Y

30 June 2020 ¢ 202046 A30H

19. BORROWINGS 19. (B &
As at 30 June 2020 As at 31 December 2019
202066 A30H ©®2019F12 5311
Effective Effective
interest interest
rate (%) Maturity (Unaudited) rate (%) Maturity (Audited)
BRBAIE%) AMA  (REER) ERAE%) 2158 A (Ke&E:t)
RMB’000 RMB’ 000
AREF7n ARETFT
Current e
Short term bank loans:  FEHIRITER -
- Unsecured — \IER 1.87-5.05  2020-2021 579,383 3.00-5.05 2020 196,250
- Secured - BER 3.29-6.25  2020-2021 209,442 3.30-7.24 2020 239,106
Current portion of long ~ RHHRITE
term bank loans: MENE S
- Unsecured — EER 1.55-4.90  2020-2021 12,054 1.55 2020 262
- Secured — AR - 5.14 2020 8,600
800,879 444,218
Non-current FRE
Long term bank loans:  RERITER :
~ Unsecured — BIER 1.55-4.90  2020-2026 131,015 1.00-4.90  2020-2029 72,547
— Secured - BER 514  2020-2025 42,870 514 2020-2025 38,540
173,885 111,087
974,764 555,305
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

19. BORROWINGS (CONTINUED)

19. 58 (&)

Bank loans repayable EEZRITER
As at As at
30 June 31 December
2020 2019
120204 20194
6 H30H 12H31H
(Unaudited) (Audited)
(RS (=)
RMB’000 RMB’000
AR¥Fr AREFT
Analysed into: DA
Within one year —FE RN 800,879 444,218
In the second year F_F 20,869 20,823
In the third to fifth years, inclusive E=FEZFERF
(BREERME) 62,610 57,872
Over five years AFME 90,406 32,392
974,764 555,305
Notes: Hiat -
(@) As at 30 June 2020, certain borrowings of RMB64,870,000 (@ M2020F6H30H @ ETHEEARK

(31 December 2019: RMB74,454,000) were secured by the
Group’s property, plant and equipment with carrying amounts
of RMB32,398,000 (31 December 2019: RMB33,999,000),
which included borrowings of RMB42,870,000 secured by
property, plant and equipment as mentioned in note 19(d)
below.

(b) As at 30 June 2020, certain borrowings of RMB174,708,000
(81 December 2019: RMB211,511,000) were guaranteed by
the Company.

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

ARAEFET P HARE A S O I B R Y

19. BORROWINGS (CONTINUED)

Bank loans repayable (continued)

Notes: (continued)

() As at 30 June 2020, borrowings of RMB12,734,000 (31
December 2019: RMB281,000) were secured by the
Group’s trade and bills receivables with carrying amounts of
RMB12,734,000 (31 December 2019: RMB281,000).

(d) As at 30 June 2020, borrowings of RMB42,870,000
(31 December 2019: RMBA47,140,000) were secured by
the Group’s property, plant and equipment, investment
properties, and right-of-use assets with carrying amounts
of RMB29,822,000 (31 December 2019: RMB30,103,000),
RMB46,582,000 (31 December 2019: RMB47,355,000),
RMB750,000 (31 December 2019: RMB778,000), respectively.

20. ISSUED CAPITAL

30 June 2020 ¢ 202046 A30H

19. 168 (&)

EEBRRTER (&)
Htat - (%)

(c) M2020F6HA30H ' EEARK
12,734,0007T (2019412 A31H :
AR¥281,0007T) AAEEREE
ABARM12,734,0007T (20194F12
A31H : AR¥281,0007T) WE 5
FEWRIE & R IR(E R E AR -

(d) 7M2020F6HA30H ' EEARK
42,870,0007T (2019412 A31H :
AR¥47,140,0007T) AR EBEEE
BB A AR 29,822,0007T (2019
F12A31H : AR#¥30,103,000
JT) AR #46,582,0007T (20194F
12H31H : AR#47,355,0007T)
R AR¥750,0007T (2019412 A 31
B : AR¥778,00070) MY - &
BEREE  REMENFEREEEE
AR o

20. ERITHRAE
As at As at
30 June 31 December
2020 2019
120204 20194
6HA30H 12H31H
(Unaudited) (Audited)
(RE&E) (7 z&st)
RMB’000 RMB’000

ARETFT ARETT

Ordinary shares, issued and fully paid 2277 M &€ &) %

Domestic shares of RMB1.00 each FIEARE1.00THRNE I 3,217,430 3,217,430
H shares of RMB1.00 each FRARKEA.00TTHHR 908,270 908,270
4,125,700 4,125,700
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

21.

22.

RESERVES

The amounts of the Group's reserves and the movements
therein for the current and prior periods are presented in
the consolidated statement of changes in equity on pages
100 to 101 of the interim condensed consolidated financial
statements.

BUSINESS COMBINATION UNDER COMMON
CONTROL

On 23 April 2020, the Group acquired a 64.82% equity
interest in CHPI Harbin Power System Engineering and
Research Institute Co., Ltd. (“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
The
acquisition date was 23 April 2020, which was determined

be a business combination under common control.

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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AEBR2020F4 A28HAARE
100,885,800 L F 48 3H & ¥ B W E IR
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A ([MBEKE]) H164.82% /%1 o P
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A23H ' HiREREEEAHEE -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

ARAEFET P HARE A S O I B R Y

22. BUSINESS COMBINATION UNDER COMMON

CONTROL (CONTINUED)

The carrying amounts of the consolidated assets and

liabilities of CHPI and its subsidiaries as at the acquisition

30 June 2020 e

202046 H30H

22. B —EHTHEBE G (F)

MREREMBARRKEBEHRNS
HEENRBBENKREENL MR H

date and the comparative financial figures were as follows: BT -
Upon As at
acquisition 31 December
date 2019
R Ui R20194
=1 12 H31H
RMB’000 RMB’000
AR¥FT ARMF o
Property, plant and equipment LER Y 2,269 2,114
Investment properties "EYE 2,381 2,414
Right-of-use assets EREEE 17,541 17,647
Inventories rE 22,388 20,226
Current trade and other receivables MENE 5 M E MU T8 84,904 58,305
Contract assets aREE - 2,060
Financial assets at fair value through profit AR R BETE B H&H)
or loss ARG ERMEE 164,241 176,780
Restricted deposits IR 17 5K 2,712 2,563
Time deposits with original maturity over [REGZHA R BB =18 A &Y
three months FEHIFR 14,000 14,000
Cash and cash equivalents BeRREEEY 1,087 1,738
Contract liabilities sRAE 37,108 31,244
Current trade and other payables ENE 5 N Eoh FE A SR IE 35,572 33,512
Current defined benefit obligations MEREX mmat 2 7,460 5,320
Tax payable FE AR IE 1,210 1,890
Non-current trade and other payables EMBNE 5 K H AL B R 3,230 3,230
Non-current defined benefit obligations ERDREX TS 147,642 146,486
Deferred tax liabilities BEERIEEE 1,824 1,830
Total identifiable net assets at carrying REEEEZ5 M0 5
amounts FEERTE 77,477 74,335
Non-controlling interests FEFE AR = 27,256 26,151
50,221 48,184
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

23. CONTINGENT LIABILITIES

23. REEE

The Company and certain subsidiaries of the Company are AKRRIRARNGNETHEBARAILE
defendants in certain lawsuits as well as the named parties in BEKBEREENELFAPHH
other proceedings arising in the normal course of business. EREMEREFRAOEIET o #
While the outcomes of such contingencies, lawsuits or other ANERIAREEEZEABEY - F
proceedings cannot be determined at present, the directors FHMERERFNER  NARES
of the Company believe that any resulting liabilities will not EEEMBESIBHMEETEHAE
have a material adverse impact on the financial position, BrHEMHRL RBESHLEEEE

liquidity, or operating results of the Group.

EEERTHNEE -

24. COMMITMENTS 24, EiE

The Group had the following capital commitments at the end REBERImEERESR N T ERE

of the reporting period: % :
As at As at
30 June 31 December
2020 2019
120204 20194
6 A30H 12H31H
(Unaudited) (Audited)
(REEET) (#&&5T)
RMB’000 RMB’000
AR¥FT AREFT

Contracted, but not provided for: EEEER ST

Buildings BF 393,790 622,255
Capital contributions BEAREA 69,676 69,676

463,466 691,931

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

ARAEFET P HARE A S O I B R Y

25. RELATED PARTY TRANSACTIONS

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

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

30 June 2020 ¢ 202046 A30H

25. B AR S

(@) FRAMBEREMEED AR S
B - ZRER B 5 AN H R L R B O
TTTIIRS -

(b) TIHRZIHRAEE —REHB
BPREBASEEEEERT&ETE
EIRTRETT ¢

For the six months
ended 30 June

BZ6A30RLLK<EA
2020 2019
2020 20194
(Unaudited) (Unaudited)
(REGEET)  CREERD)
RMB’000 RMB’000
AREFT AREFIT
(Restated)
(&)
Purchase of engineering services and [ N3 & T RETE RS
products from M E G
— Fellow subsidiaries —RRMBEAF] 49,454 88,400
— Associates /NG 6,013 3,013
Sale of engineering services and [ N5& 77 HE TR RS
products to M E
— SINOMACH — B 333,490 587,556
— Associates /N 45,037 255,441
Sale of integrated services to [ N3 & 7T HE SRS RS
- Fellow subsidiaries — RANEAF] 909 4,933
- Joint ventures = N—/NC] 4,621 4,918
Net deposits withdrawn from B T 5& 5 IR EBUF 0% 58
— Associate (also a fellow subsidiary) —BENE (RARERZR
MEBAR]) (814,716) (261,804)
Interest income earned from B N3I& 7 BRE e R E M A
— Associate (also a fellow subsidiary) —BENE (RRER R
MEAR) 40,413 68,948
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

25. RELATED PARTY TRANSACTIONS 25.
(CONTINUED)

(c) Outstanding balances with related parties:

RBAXS (&)

(c) BAEETS AUAE RERHEE :

As at As at

30 June 31 December
2020 2019
720204 R20194F

6 H30H 12H31H
(Unaudited) (Restated)
(REHFET) (&)
RMB’000 RMB’000

AR¥ETFTT AERETT

Cash deposits placed with RTFEFHRESFR

- Associate (also a fellow subsidiary) —BERE (RARERZAE

MEBAR) 3,078,887 3,893,603
Trade and other receivables due from  JEW R3IEHTHE S Kk
H Y GRIE

- SINOMACH — Bk 525,362 449,964

— Fellow subsidiaries —RRWEAF] 19,168 22,401

— Associates S /NG 4,670 6,894

— Joint ventures VNG 244 244
Contract liabilities ARAMRE

- SINOMACH — B 169,820 152,161

— Fellow subsidiaries — RRKBR A 1,642 1,532

- Associates S /N 510 510
Trade and other payables due to RIS TS HOE S R

H Ath FE T 5RI8

— SINOMACH — B 5,393 7,003

— Fellow subsidiaries — R ZEKEAF] 337,524 478,591

- Associates WG] 28,530 24,850

— Joint ventures = /N 35,234 50,809
Prepayments due to RAS T3 75 B9 FR A 5RIE

— Fellow subsidiaries — RRMHBAF] 51,844 69,836

— Associates i —/NE] 447 =

— Joint ventures — A& AT 1,533 10,368
Note: Hiat -

Except for the balances of cash deposits placed with a fellow
subsidiary which accrue interest at relevant market rates, the
balances due from/to related parties are unsecured, interest-
free and have no fixed terms of repayment.

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

ARAEFET P HARE A S O I B R Y

25. RELATED PARTY TRANSACTIONS
(CONTINUED)

(d) Commitments with related parties:
As at 30 June 2020, the Group entered into several

sale and purchase agreements with related parties. The
commitments and backlogs are as follows:

30 June 2020 ¢ 202046 A30H

25. AR5 (4E)

(d) PBAERSHw

A2020F6 A30H & AEE R
BAsIv A TEE WS - A&

wRARTRAERENAT
As at As at
30 June 31 December
2020 2019
#2020F 20194
6H30H 12H31H
(Unaudited) (Restated)
(REEERT) (&)
RMB’000 RMB’ 000

AR¥TFTT ARBETFT

Receipt of engineering services BEXRER TIEFTRIE
and products from Pk %% X £ in
- Fellow subsidiaries —RRWEAF] 3,109,083 2,859,451
Sale of engineering services and M5 &7 $HE TR &
products to Em
— SINOMACH — B 2,368,740 2,659,667
— Associates Sl /N 280,503 318,677

(e) As disclosed in note 22, on 23 April 2020, the Group
acquired a 64.82% equity interest in CHPI Harbin
Power System Engineering and Research Institute
Co., Ltd. from SINOMACH Academy of Science and
Technology Co.,Ltd. at a total cash consideration of
RMB100,885,800.

(e) Wi F22mMHEHE - AEH
R2020F 4 A23HUARKE
100,885,800 L M 23R & R E A
BB E2RMAREAERA
ARENBEEELRERER:
I B R A EA64.82% % HE -
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KRBT S A S Gt HRmR M

30 June 2020 ¢ 202046 A30H

25. RELATED PARTY TRANSACTIONS 25. Bt AR5 ()
(CONTINUED)
(ff Compensation of key management personnel of () XEEEZEEBEASNEH :
the Group:

For the six months
ended 30 June

HZE6H308 L NEA
2020 2019
2020 F 20194

(Unaudited) (Unaudited)
(REFES)  CRET)
RMB’000 RMB’000
AREFT AREFIT

Short term employee benefits HHESRAM 10,323 13,318
Post-employment benefits BEEL 2 1R A 188 301

Total compensation paid to key management [HEEEIEA 8% 89
personnel E k] 10,511 13,619

154 China Machinery Engineering Corporation
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REEBEITHHAE A S I SRR M

30 June 2020 ¢ 202046 A30H

26. FINANCIAL INSTRUMENTS BY CATEGORY 26. ZERETHNEMITE
The carrying amounts of each of the categories of financial EHEeBmTARREHRRNERMEN
instruments as at the end of the reporting period are as T
follows:
30 June 2020 202046 A30H
Financial assets
SREE
Financial assets
at fair value
through profit
or loss -
Financial mandatorily Financial
assets at designated assets at
FvOCI assuch  amortised cost Total
NRRERE NAREE
FTEEHEE FTEEHEE
it AR st ABEN
FEMEN SHEE - SEERRA
SREE BEEE GTENEREE -y
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AREFT AREFT AREFT
Equity investments designated at FVOCI N EEFEREZHHA
ﬁ?é%mﬁh$% 545,244 - - 545,244
Financial assets included in trade and ST AE 5 REMENIEN
other receivables PREE 2,507,684 - 10,684,406 13,192,090
Financial assets at fair value through MAREBESTEAEEHHA
profit or loss BENoREE - 1,762,171 - 1,762,171
Restricted deposits ZRAEH - - 1,001,001 1,001,001
Time deposits with original maturity of RipZISMABA={EAMN
over three months EHER - - 4,870,684 4,870,684
Cash and cash equivalents B RREEEN - - 15,725,206 15,725,206
3,052,928 1,762,171 32,281,297 37,096,396
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AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

26. FINANCIAL INSTRUMENTS BY CATEGORY

(CONTINUED)

Financial liabilities

TRAR

26. RERISAINEMTA(

Financial liabilities
at fair value through
profit or loss

Financial
liabilities at

i

- held for trading  amortised cost Total
NAREEGERR
FHHARREN  ABBHRAHE

SREE - BIFEE Hemas by
RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT

Financial liabilties included in trade and other STAE S REMENTIEN
payables ¢HER - 18,458,872 18,458,872

Forward exchange contracts and interest rate STAE SR EMENFTIEN
swaps included in trade and other payables RHNES B R AR IEH 94,778 - 94,778
Lease liabilties HERE - 50,155 50,155
Interest-bearing bank and other borrowings STERTREMEE - 974,764 974,764
94,778 19,483,791 19,578,569

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REEBEITHHAE A S I SRR M

30 June 2020 ¢ 202046 A30H

26. 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):

31 December 2019 (Restated)

Financial assets

26. RERIESITNEMTA (&)

FEeMTARRS PR EEEN

T(&) -

2019412 831 B (&)

SREE
Financial assets
at fair value
through profit
or loss -
Financial mandatorily Financial
assets at designated assets at
FVOCI as such amortised cost Total
YNT YN
fBfEstE BE:tE
BEZH BEZ
ATAEAM STABEH) g
FalES EREE - ARG ES
TREE BT TREE by
RMB’000 RMB’000 RMB’000 RMB’000
ANEEFTT AEEFT AEEFT AEEFT
Equity investments designated at DA BEGTERELETA
FVOCl Eftima Mg R g 550,659 - - 550,659
Financial assets included in trade and 5 AE 5 RE th BN FTBH)
other receivables SREE 1,957,266 19,036 12,025,891 14,002,193
Financial assets at fair value through ~ WMA% BB 2B EZE5 A
profit or loss BEMeREE = 176,780 = 176,780
Restricted deposits XBRHEHR - - 1,231,206 1,231,226
Time deposits with original maturity of ~ FRIZ|HARB=A
over three months EHET - - 5,825,624 5,825,624
Cash and cash equivalents Re LA SEN - - 16,563,218 15,563,218
2,507,925 195,816 34,645,959 37,349,700
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AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

26. FINANCIAL INSTRUMENTS BY CATEGORY
(CONTINUED)

Financial liabilities

26. RERISINEMTA (&)

SREE
Financial liabilities
at fair value through Financial
profit or loss liabilities at
- held for trading amortised cost Total
WARBEHE
BEZEABRE  MBBRAHED
SRAR-FHEEE PHAR @5t
RMB’000 RMB’000 RMB’ 000
AEETFT ANEETFT ANEEFT
Financial liabilties included in trade and other STAE S REMENTIEN
payables ¢HER - 18,762,702 18,762,702
Forward exchange contracts and interest rate STAE SR EMENTIEN
swaps included in trade and other payables RHNES B RFIRIEH 37,79 - 37,79
Lease liabilities HERE - 64,232 64,232
Interest-bearing bank and other borrowings SEROTREMEE = 555,305 555,305
37,796 19,382,239 19,420,035

27. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

(@) Financial instruments carried at fair value

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

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REEBEITHHAE A S I SRR M

30 June 2020 ¢ 202046 A30H

27. FINANCIAL RISK MANAGEMENT AND FAIR

VALUES (CONTINUED)

(a) Financial instruments carried at fair value

(continued)

The Group’s financial instruments carried at fair value as
at 30 June 2020 and 31 December 2019 are measured

under Level 1 or Level 2.

27. EREER ANAEBE (&)

(@ R2AAEBEEIERNERIEA

(&)

AKEEBER2020F6 A308 &
2019512 A31 HIE QA R BEY
BEMEemTAEYERE1RNE2H

5 -

Fair value measurement using

RALTBENAAEENE

Quoted prices Significant
in active observable
markets inputs
(Level 1) (Level 2) Total
IR R ERAHE
35 B R E WAE
(%E14R%) (5E24%) Y
As at 30 June 2020 RMB’000 RMB’000 RMB’000
7202056 A30H AREFT AREFT AR¥ETFRT
Assets BE
Financial assets at FVOCI AR EEFEAEH
BB ET A EAth
mERAENEREE 74,461 470,783 545,244
Financial assets at fair value ~ A AR BEFERE
through profit or loss FEE ABmM
SREE - 1,762,171 1,762,171
Financial assets included in FTAE S REAM
trade and other receivables EWF AN S R E ZE - 2,507,684 2,507,684
Liabilities &
Forward exchange contracts T AEMRE SR E EH
and interest rate swaps EHISMNES A
included in other Ko ) 2= 4 B
current financial liabilities 94,778 - 94,778
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AEERT ARG S oI wR M

30 June 2020 ¢ 202046 A30H

27. FINANCIAL RISK MANAGEMENT AND FAIR

VALUES (CONTINUED)

(a) Financial instruments carried at fair value

(continued)

27. EREER ANAEBE (&)

(@ R2AEBEEIERNERIEA

(&)

Fair value measurement using

RRNLT8ENAAEENE

Quoted prices Significant
in active observable
markets inputs
(Level 1) (Level 2) Total
NG BAAHE
B ¥R (B BAE
(AR (F28) Bt
As at 31 December 2019 (Restated) RMB’ 000 RMB’000  RMB’000
201912 A31 A (Zit) ARETFT AREFT ARETFT
Assets BE
Equity investments designated MAAAREBEFTEBE
at fair value through other BE T AEMERE
comprehensive income W AR E 76,140 474,519 550,659
Forward exchange contracts 5T AZE 5 M EAM
and interest rate swaps & Y SR IE Y 3R B
included in trade and other HNE & #) R ) F 42 HR
receivables 19,036 — 19,036
NAREEFEEE
Financial assets at fair value SEFTAEED
through profit or loss SREE - 176,780 176,780
Financial assets included in FTAE S REAM
trade and other receivables W FRIRH & RE & & - 1,957,266 1,957,266
Liabilities =R+
Forward exchange contracts 3t AZ 5 R EH A
and interest rate swaps P& FRIB Y 3= B
included in trade and HNE & %) R ) Z 4 HR
other payables 37,796 = 37,796

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

ARAEFET P HARE A S O I B R Y

27. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

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

(c)

The carrying amounts of the Group’s financial

instruments which were stated at cost or amortised

cost were not materially different from their fair values
as at 31 December 2019 and as at 30 June 2020.

Estimation of fair values

(1)

(2

Receivables and borrowings

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

Derivatives

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

30 June 2020 ¢ 202046 A30H

27. EREER AAREE (&)

(b) FURXABEIRNEMTE

(c)

HAREE

#K20194 12 A31 B R 20204F
6 H30H  ZN & B DARK 7N 3k # £
B AN AR A < @b T B A9 AR T (B £
ERREBEETESAER -

DMABEEAMGE

(1) EBURHEREE

RRBEBABRKADR
EBIRHmERROTISH R
HEIIE -

(2) fT£TH

EHIMNERKNRITR A RIE
HERRREMSENER
ZEBE - MXREHHA
REBEEEATARASRER
AEE - AEEETRYF
ETTESRIARS £
ERERFREBENTBHK
B-TESRIA(BEE
HEEQOERMXI=HE
) ERBEUAERTEERE
HIRA M GERMN  ZRE
B REFRERBEZED
SHBRBARE  0R5
BFEREE - JMEMH -
EHAN AR R 4R o =
EHAHMARiE A KO
FREESEEQAEEER -
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KRBT S A S Gt HRmR M

30 June 2020 ¢ 202046 A30H

28. SUBSEQUENT EVENT 28. iR E1H
There was no material event subsequent to 30 June 2020. 20204 6 A30H &I E{E{a] &= K HA
%18 o
29. APPROVAL OF INTERIM CONDENSED 29. #t/EFHAR A B SRR

FINANCIAL STATEMENTS

These interim condensed financial statements of the A B AR B B S R £ 722020
Company were approved and authorised for issue by the FeH26HEEEFEHERERETIE -
board of directors on 26 August 2020.

China Machinery Engineering Corporation
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Definitions and Glossary of Technical Terms

“ASEAN”
[REA]

“Audit Committee”
[FZEE]

“Board”

=3

“CAD”
g A7)

“CG Code”

KEEERTAD]

“China Machinery International”

[ EER

“China United”

[ Bl A

“CHPI”

(MR E ]

“CMEITC”

GBSy

Association of Southeast Asian Nations
RETERER

the audit committee of the Board

EFEEHTRES

the board of Directors

Ex¢g

Canadian dollars, the lawful currency of Canada
MEKRTT - MEAREPEEES

the Corporate Governance Code set out in Appendix 14 to the Listing
Rules
CEMABDKISR14PTE 2 BT R

China Machinery International Engineering Design & Research Institute Co.,
Ltd.” (PR TELFAEBEBREEAT]), a wholly-owned subsidiary
of our Company established in the PRC on 5 October 1993 with limited
liability

RHER TIRRAARGEREERR - —KMN1993F10 A5 B B}
R BRDBRAR - BRRFINEZEN B AR

China United Engineering Corporation Limited* (1 B8 & TI2ER A &), an
enterprise established in the PRC on 21 January 1984 and a wholly-owned
subsidiary of SINOMACH, our connected person and our Promoter
hEIES TIRAR AR - —KM19845F1 21 HEHRBIK LA - BI#H
2EMBAR - REEBES AR MOBMEATEEEA

Harbin Power System Engineering and Research Institute Co., Ltd.* (¥ &
BB UL RERERTFTAT AR AR, a corporation established in the PRC
on 14 January 1997

BREBMRERERAAEMERAT - —KMN1997F1 A14BEF B
f Bk 37 89~ /)

China Machinery and Equipment International Tendering Co., Ltd.* (
HRBEBEZEREMLAR]), a wholly-owned subsidiary of our Company
established in the PRC on 29 April 1996 with limited liability
REBEEBEEREEAR - —KN1996F4 A29BEFRBIK AR E 2
B EAEREEARA
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Definitions and Glossary of Technical Terms

‘CMIPC”

Bt

“CNEEC”

[hEL]

“CRRC”
(R

“Company”, “our Company”
or “CMEC”

PRINENGIE
[ E T2

“Core Sectors”

RASoES

“Corresponding Period
in 2019”
[20194F R HA ]

”

“Director(s)

[E=%)

China Machinery Engineering Corporation

FEMMREIRRAERAT

China Machinery Industrial Products Co., Ltd.* (FREFEHFHEEERET
~al), a wholly-owned subsidiary of our Company established in the PRC
on 6 February 2002 with limited liability

TREFBEEFEREFREMELQF - —KN2002F2 A6 B B H AR A
2EWBBEREELNF

China National Electric Engineering Co., Ltd.* (FEENITEBRAF), a
limited 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

PFRENIEBRAT - —RA1979F 10 AEFBIFMA LN EREER T
(BREPEIMAMBAR  BRIEXESREME)  HBEEZEHEER

CRRC Corporation Limited* (FF B B A% {5 AR A &)
PR BRI BR AR

China Machinery Engineering Corporation* (& BI#4% % T2 AR A 7)),
a joint stock company with limited liability established in the PRC on 18
January 2011, and except where the context indicates otherwise, includes
(i) our predecessors and (i) 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

FEMWEETIEERAR - —RNX201141 A18 B R MK &K H
BRAR: RIEXESEHME  TRIEE  ()VRMOAT S RIRARTKA
ERBSMEARNZERARNNBEMNES - ARrREARKHME AR K (RIE
ST RE ) BRSBTS

the core sectors of our International Engineering Contracting Business
which are the power sector, transportation and telecommunications sector
BMEBRIRABREBENZOITERBNERTE RBEHTEREFR
AT

the six months ended 30 June 2019

HZE2019%6 A30H 1E/~E A

the director(s) of our Company

ARAES



Definitions and Glossary of Technical Terms

“Domestic Shares”

[RE K]

“EPG”

[EPC]

e
Y

“Euros”

[ BT

“Group”, “we” and “us”

ESNEAEAN

“H Share(s)”

[HAR

“HKSAR”

[ BB

“Hong Kong Companies
Ordinances”

[ BB R B

“Hong Kong dollars” or “HK$”
(%]

ordinary shares in our capital, with a nominal value of RMB1.00 each,
which are subscribed for and paid up in Renminbi

PR APEEBER - BREAER/ARE1.007T - TAARBERE LS

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

AERFNERTN  BABRXBEBEREE ANZRETR KB B
MATIHEBIE i o LA s (BEReBAAEEAFHAERSE
BoKMEEEIE) UHIBERBNEE &2 ITHEKEAEE

European Union

BOM B B2

Euro dollars, the lawful currency of EU
BT - BRBREEEN

the Company and, except where the context otherwise requires, all its
subsidiaries
RRARERBRXESBREN  AFENERR

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

BT mRAFEIRIN ETINER - BREBEARE1.007T - WETRER
BE  WRBRMER LT

Hong Kong Special Administration Region of the PRC
P EIE B RIITH R

the Companies Ordinances (Chapter 622 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time
EARHERT ~ s LA E A T BB BB AN £ 622 % 1 Al &I

Hong Kong dollars, the lawful currency of the HKSAR
B BERRETEE
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Definitions and Glossary of Technical Terms

“INED(s)"
[ IEHITESE ]

q

“independent third party(ies)’

“International Engineering
Contracting Business”
(BB TR A B |

“JiKan Research Institute”
[ # &Pt |
“JPY”

[AT]

KW
[T

“Listing Rules”

[ EMHRAD]
“Model Code”
[{EREESTA)

MW

[JEE ]

“Non-Core Sectors”
[BERZDTTE]

China Machinery Engineering Corporation

FEMMREIRRAERAT

the independent non-executive Director(s) of our Company
RAREIFNITES

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
BYRARBSEERMBARIES - BF - HRKRE - TERRRITHR
#(EERC(ETRAD) SEM—FHBEANEAK AR

the international engineering contracting business conducted by our Group
with a primary focus on EPC projects
MASEFE - WAEPCIERE REHMNER TRABER

China JiKan Research Institute of Engineering Investigations and Design
Co., Ltd.* (## T HREFTAFIE AR AE]), a company established in
the PRC and a wholly-owned subsidiary of the Company

BT EXMERRAMREERIF - —KRPEETMRIAN AR T RARR A
2EKME AR

Japanese yen, the lawful currency of Japan
B BREEEH

unit of energy, kilowatt. 1 kW=1,000 watts
BEREBEN TR - 1T =1,000F4%

the Rules Governing the Listing of Securities on the Stock Exchange, as
amended, supplemented or otherwise modified from time to time
(Bt PrE s EmAR R (R ARHERT ~ MRS AR M B2

the Model Code for Securities Transactions by Directors of Listed Issuers
set out in Appendix 10 to the Listing Rules
(ETRADMEETAER 2 ETBEITAESETESFRZHNRETAD

unit of energy, megawatt. 1MW=1,000KW. The installed capacity of power
plants is generally expressed in MW
BERBELIIKEL - 1JKF=1,000T R - HEHERDTEREFANTERR

any sectors that do not fall within the Core Sectors of our International
Engineering Contracting Business

EALIEBRHRFIER TREABRBZOITENTE



“OFAC”
[SNEEEE S B

“Period”
[ <8R

“PRC” or “China”

[P E

“RMB” or “Renminbi”
[AR ]

“Services Business”

[ AR A% 575 |

“‘SFO”

(&7 KA D]

“Share(s)”

[Bf7 ]

“Shareholder(s)”
[ A% 2R

“SINOMACH”

[ B ]

Definitions and Glossary of Technical Terms

the Office of Foreign Assets Control of the US Department of the Treasury
ERF B TINEEEE D

the six months ended 30 June 2020
#HZE2020F6 H30H LE/~f# A

The People’s Republic of China excluding, for the purpose of this
announcement, Hong Kong Special Administration Region of the PRC, the
Macau Special Administration Region of the PRC and Taiwan
REARANE  AREMS - TEEFREERFNITHRR - F BRI
AT R & &8

Renminbi yuan, the lawful currency of the PRC
AR - RBUEEE®

the design consulting services, logistics services, exhibition services,
tendering agency services, export-import agency services and other
services conducted by the Group

AEBEFRRENRTDARE - WRARYE - RERSG  BERBRE - &L O
IR AR5 Ko Ho At PR 75

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from time to time

BREDIFOT1 RS MME R (ETEHERT - e sk A Z M7 )

share(s) in the share capital of our Company, with a nominal value of
RMB1.00 each, including our Domestic Shares and H Shares
RATRATFREEARE1.00THRD - BERERKEHR

holder(s) of our Share(s)

BB FEA

China National Machinery Industry Corporation* (P E#iH T ¥ EE AR A
7)), a state-owned enterprise established in the PRC on 21 May 1988, our
controlling shareholder

BAOERRERPEEH I EEERR AR - —KN1988F5 421 HEFH
BT BBl TR 23

Interim Report 2020
—BoBERHRE

167



168

Definitions and Glossary of Technical Terms

“Sinosure”

[REIER]

“Stock Exchange”

[ B <2 P

“Supervisor(s)”

(B2

“the Belt and Road”
[—#&—R%]

“Trading Business”

ECES

“UN”
(B A B

“United States” or “U.S.” or “US”

=0

“U.S. dollars” or “US$” or “USD”

E

“XCMG Group”

[RI%E ]

wgy”
[ %]

*

China Machinery Engineering Corporation

FEMMREIRRAERAT

China Export & Credit Insurance Corporation (FREE D{ZHRERAR), a
policy-oriented insurance company specializing in export credit insurance in
the PRC and an independent third party

FEEOEARRAR - —REPEELH O ERRROBERMERR 2 E)H
BIE=F

The Stock Exchange of Hong Kong Limited
BEBBERHABR AR

one (or all) of our Company’s supervisors

ARFIN—% (KEE) EF

the Silk Road Economic Belt and the 21st-Century Maritime Silk Road
IR 7 BRAOBE TS A2 A E AR 2 IR

the international and domestic trading business conducted by our Group
REEEITHEIREME AN E 5575

the United Nations
A B

the United States of America, its territories, its possessions and all areas
subject to its jurisdiction

ENZERE - BREEL B EXEREEENMA LR

United States dollars, the lawful currency of the United States

X XEEEER

Xuzhou Construction Machinery Group Co., Ltd. (18N Ti2# =B AR A
Al)
N TIEEMEEBR AR

per cent
Bkt

Denotes English translation of the name of a Chinese company or * FEHE] L B3 B RE A T X GES IR
entity or vice versa and is provided for identification purposes only.

1Bx - EHRES -



LEGAL NAME OF THE COMPANY

MRS TR B R AR

ENGLISH NAME OF THE COMPANY

China Machinery Engineering Corporation*

BOARD OF DIRECTORS

Executive Director

Mr. FANG Yanshui (President)
Non-executive Directors
Mr. BAI Shaotong (Chairman)
Mr. YU Benli

Mr. ZHANG Fusheng
Independent Non-executive Directors
Mr. LIU Li

Ms. LIU Hongyu

Mr. FANG Yongzhong

Mr. WU Tak Lung

SUPERVISORS

Ms. WANG Huifang (Chairman)
(Shareholder representative supervisor)

Mr. GUO Weihua (Shareholder representative supervisor)

Ms. LIU Ting (Staff representative supervisor)

JOINT COMPANY SECRETARIES

Ms. SUN Runhai
Sir KWOK Siu Man KR, FCS

*  For Identification Purposes Only

Corporate Information

DNEER

KRB EERR
oh Bl R B TR BRA R
NSt

China Machinery Engineering
Corporation*

Exg

BITES

BT (#BE)

FHTES

AAAMRSEE (£E)
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BYEHITES

BhksE

B Fat

JIKBIEE

RIERESLE

E=

FEFLE (EE)
(KEAZEE)
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Corporate Information

DNEEH

AUTHORIZED REPRESENTATIVES

Mr. FANG Yanshui
Ms. SUN Runhai

AUDIT COMMITTEE

Mr. LIU Li (Chairman)
Mr. ZHANG Fusheng
Ms. LIU Hongyu

NOMINATION COMMITTEE

Mr. BAI Shaotong (Chairman)
Ms. LIU Hongyu
Mr. FANG Yongzhong

REMUNERATION COMMITTEE
Mr. FANG Yongzhong (Chairman)

Mr. ZHANG Fusheng
Mr. LIU Li

STRATEGY AND DEVELOPMENT COMMITTEE

Mr. BAI Shaotong (Chairman)
Mr. FANG Yanshui

Mr. YU Benli

Mr. LIU Li

OPERATION AND RISK MANAGEMENT

COMMITTEE

Mr. YU Benli (Chairman)
Mr. FANG Yanshui

Mr. FANG Yongzhong
Mr. WU Tak Lung

China Machinery Engineering Corporation

FERHREIRRAERAT

REAR

TEKREE
Y NS

Fitzae

B NEE (FE)
SRR
B Fat

REZES

AL (£/F)
BT+
7K BEE

yMEES

TKEEE (E/E)
SRR
kst

BREZRESS

AW E (£/F)
TEKREE
RAEELE
Bkt

ReHEREEEES

RAEELE (Z/E)
HEKTE
FKBEE
RIBEERE



INDEPENDENT AUDITORS

International Auditors
Ernst & Young

PRC Auditors
Ernst & Young Hua Ming LLP (Special General Partnership)

PRINCIPAL BANKS

China Development Bank

The Export-Import 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)

REGISTERED OFFICE AND HEAD OFFICE
IN THE PRC

No.178 Guang’anmenwai Street
Xicheng District, Beijing, the 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

Corporate Information

DNEER

B AR

BIRR % 2D
KR AN E TSP

o B 12 2L AP

ZOKERSFM BB (FREBEER)

FEARRLT

BIZK F B ERTT

R M ERTT

P T RRTT
PEIRITI D AR A A
RISERTT

BERT LR 1T)
ZBIRTT (L RREXTT)

PR EER A

B R P
BERFIINRE1785R

ERATEEEME
BEENE

LRIPIEE

38 7557

A AR
FE1E8HE804E

FEHRROBFETE

BETAESFECHARAR]

BB
SEABR183H
AR L

1711712-1716557 48
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Corporate Information

DNEEH

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.Ccmec.com

China Machinery Engineering Corporation

FERHREIRRAERAT

EEER

BREE A1
SEARMEBET

BER i B2 1
RITEMERF

RAD SR
01829
REEZEH

A ERL - 86 10 6331 2262
{#E : 86 10 6332 1086

AEEN

www.Ccmec.com
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RS China Machinery Engineering Corporation*
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