Hong Kong Exchanges and Clearing Limited and
The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this announcement,
make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole
or any part of the contents of this announcement.
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Mr. WANG Yuqi has tendered his resignation
letter resigning as a NED and will cease to act
as a member of the Strategy and Development
Committee.

Ms. Al Wei has been nominated as the candidate
for an executive Director of the third session of
the Board.

The above resignation shall become effective from
the date on which the proposed appointment of
Ms. Al Wei as an executive Director is approved
by the Shareholders at the 2020 Third EGM.
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Continuing Connected Transactions

Reference is made to the Company’s
announcement and circular dated October 19,
2017 and November 8, 2017, respectively
(the “Publication”), which disclosed that the
Company entered into various agreements for
certain continuing connected transactions with
SINOMACH on October 19, 2017. As further
described herein, the Company, in accordance
with the Listing Rules, intends to renew or revise
such continuing connected transactions.

The Publication disclosed, inter alia, certain
continuing connected transactions that are
governed by the following continuing connected
transaction agreements:

(a) 2018-2020 Provision of Engineering
Services and Products Agreement;

(b)  2018-2020 Receipt of Engineering Services
and Products Agreement;

(c)  2018-2020 Financial Services Agreement;
(d) 2018-2020 Trading Procurement Agreement;
(e) 2018-2020 Trading Sales Agreement;

(f) 2018-2020 Integrated Services Agreement;
and

(g) 2018-2020 Receipt of Integrated Services
Agreement.

Each of the 2018-2020 Provision of Engineering
Services and Products Agreement, the 2018-
2020 Receipt of Engineering Services and
Products Agreement, the 2018-2020 Financial
Services Agreement, the 2018-2020 Trading
Procurement Agreement, the 2018-2020 Trading
Sales Agreement, the 2018-2020 Integrated
Services Agreement and the 2018-2020 Receipt of
Integrated Services Agreement has a current term
due to expire on December 31, 2020, respectively.
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As the Group is expected to continue the aforesaid
continuing connected transactions after December
31, 2020, the Company will comply with the
relevant provisions of Chapter 14A of the Listing
Rules in relation to the continuing connected
transactions. Thus, on November 19, 2020, the
Company re-entered into the 2021-2023 Provision
of Engineering Services and Products Agreement,
the 2021-2023 Receipt of Engineering Services
and Products Agreement, the 2021-2023 Financial
Services Agreement, the 2021-2023 Trading
Procurement Agreement, the 2021-2023 Trading
Sales Agreement, the 2021-2023 Integrated
Services Agreement and the 2021-2023 Receipt
of Integrated Services Agreement, respectively,
with SINOMACH to (i) extend the term of their
respective predecessors for another three years to
December 31, 2023; (ii) further amend the pricing
policy and payment terms (if necessary); and (iii)
provide for new annual caps for the respective
continuing connected transactions based on
reasons including internal estimates, historical
transaction amounts and future business needs.

Listing Rules Implication

As of the date of this announcement, SINOMACH
directly and indirectly holds approximately
77.99% of the issued share capital of the
Company. It is a controlling shareholder and thus
a connected person of the Company according to
Rule 14A.07(1) of the Listing Rules. The Finance
Company is a subsidiary of SINOMACH, and
is therefore a connected person of the Company
according to Rule 14A.07(4) of the Listing Rules.
Therefore, the transactions between the Group
and SINOMACH Group and those between the
Company and the Finance Company constitute
connected transactions of the Company under
Rule 14A.25 of the Listing Rules.
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As one or more of the applicable percentage ratios
(other than the profit ratio) for the proposed new
annual caps in respect of the continuing connected
transactions contemplated under the 2021-2023
Provision of Engineering Services and Products
Agreement, the 2021-2023 Receipt of Engineering
Services and Products Agreement and the
Deposit Services under the 2021-2023 Financial
Services Agreement is more than 25% but less
than 100%, these three agreements constitute
major transactions and continuing connected
transactions. Therefore, these two agreements
are subject to (i) reporting, annual review,
announcement and the Independent Shareholders’
approval requirements under Chapter 14A of the
Listing Rules, and (ii) the requirements applicable
to major transactions under Chapter 14 of the
Listing Rules.

As the highest applicable percentage ratio
(other than the profit ratio) is more than 0.1%
but less than 5% for the proposed new annual
caps in respect of the 2021-2023 Trading
Procurement Agreement, the 2021-2023 Trading
Sales Agreement, the 2021-2023 Integrated
Services Agreement and the 2021-2023 Receipt
of Integrated Services Agreement, these four
agreements and the proposed annual caps in
respect of the continuing connected transactions
contemplated thereunder are subject to the
reporting and announcement requirements but
exempt from the Independent Shareholders’
approval requirement under Rule 14A.76(2) of the
Listing Rules.

Extraordinary General Meeting

The 2020 Third EGM will be held to seek the
approval of (i) the proposed appointment of an
executive Director; and (ii) the Non-exempt
CCT Agreements and the Non-exempt Annual
Caps from the Independent Shareholders. The
continuing connected transactions exempted
over the independent shareholders’ approval
requirement shall become effective from the date
of consideration and approval by the Board.

SINOMACH will abstain from voting at the
2020 Third EGM on resolutions to approve
the Non-exempt CCT Agreements and the
Non-exempt Annual Caps.
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An Independent Board Committee, comprising
all the INEDs who do not have a material
interest in the transactions contemplated
under the Non-exempt CCT Agreements, has
been established to advise the Independent
Shareholders in relation to the Non-exempt
CCT Agreements, as well as the fairness and
reasonableness of the Non-exempt Annual
Caps, taking into account the recommendations
concerning the same provided by an independent
financial adviser. Opus has been appointed
as the independent financial adviser to advise
the Independent Board Committee and the
Independent Shareholders in this regard.

A circular containing, among other things,
(i) the proposed appointment of an executive
Director; and (ii) further information concerning
the Non-exempt CCT Agreements, as well as
the Non-exempt Annual Caps, a letter from the
Independent Board Committee to the Independent
Shareholders containing the recommendation
of the Independent Board Committee, a letter
of advice from Opus to the Independent Board
Committee and the Independent Shareholders,
together with a notice to convene the 2020
Third EGM in order to (i) approve the proposed
appointment of an executive Director; and (ii)
approve and confirm the Non-exempt CCT
Agreements as well as the Non-exempt Annual
Caps will be dispatched to all Shareholders.
Such circular is expected to be dispatched to the
Shareholders as soon as practicable and within
15 business days after the publication of this
announcement.

ARy m) B SSE A P AN 1 B G A A B 5L
5y i el TE N BEAEAT 2 B v M ORRE AR 19 8 5T JF L
TEFMANN B ER R B E > DIES 8T
15 A (] 2 LY 3 1S SR AR % 55 AN 1 B
TG0 A B ST 5 Tl S A B B R SRR I R
A2 SF-PE S5 B e S IR AR I R - Al B
AT S A B R - bt B & B
LA Sr R b (i A -

AN TG T AT A BOR — A H K > ek A
(Hhash) OhE#RZTAITES S Ra)AEA
B W G FRAE BE 52 ) Wk DA SO B B ER S AR
FRRAE— R B R T B e SO R
MEE (EhE By EEREGHEEER)
A& BOM S R 2 B e SOB S R R A
DL K B BH 20204 55 = Y I IRE B AR 6 DL (1)
HRBAEIITES  KGHMELERAIERH)
RO S B AT B W LA B R B B R AR
BRAGE H o 40 K TE I AE B B T AT UL T 2l
R TFIEEA A 542 150 % 25 H A ] JBOR 25 5% o

PROPOSED CHANGE OF DIRECTORS
The Board hereby announces that:

Resignation of Director
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Mr. WANG Yugqi has tendered his resignation T ERiJeEE H TAEZYERHE 2 BT K - BT IE
letter resigning as a NED due to the change of FAATEE S » HAHMEN A P4 4T BOR L% R 25 B & A
job arrangements and accordingly, will cease to & °

act as a member of the Strategy and Development

Committee.
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The above resignation shall become effective
from the date on which the proposed appointment
of the new executive Director is approved by the
Shareholders at the 2020 Third EGM.



Mr. WANG Yuqi has confirmed that he does not
have any disagreement with the Board and there are
no matters in respect of his resignation, which need
to be brought to the attention of the Shareholders
and the Stock Exchange.

Proposed Appointment of Director

Following the above resignation of Mr. WANG
Yuqi as a NED, the Board at the recommendation
of the Nomination Committee resolved to nominate
Ms. Al Wei (“Ms. AI”) as the candidate for an
executive Director of the third session of the Board.
Her appointment as an executive Director of the
third session of the Board is subject to the approval
by the Shareholders at the 2020 Third EGM.

The biographical details of Ms. Al is set out below:
Ms. AI Wei

Ms. Al Wei, aged 51, is currently a deputy party
secretary of the Company and proposed to be
appointed as an executive Director. Ms. Al has
almost 30 years of experience in the management
of trading businesses. Ms. Al joined the Company
in July 1991. During the period from January 1992
to January 1998, Ms. Al served at CMEC Machine
Tool Co., Ltd. (T &K T HAREAL/AF]). From
January 1998 to August 2005, Ms. Al served as
manager of the third division of CMEC International
Trading Co., Ltd., and she was promoted and
worked as deputy general manager from September
2005 to May 2007. Thereafter, Ms. Al was
appointed as general manager of CMEC General
Machinery Import & Export Co., Ltd. in May 2007
and served at that position until October 2013. Ms.
Al was promoted and worked as an assistant general
manager of our Company from May 2010 to October
2013. From October 2013 to November 2014, Ms Al
was appointed as deputy general manager of China
Perfect Machinery Industry Corp., Ltd. (" B £ 5
W LA BRA A, a subsidiary of SINOMACH.
From November 2014 to November 2020, Ms. Al
Wei was a vice president of the Company and was in
charge of the import and export trading businesses
of the Company. Since November 2020, Ms. Al has
been a deputy party secretary of the Company. Ms.
Al graduated from Peking University majoring in
economics and management in 1991. Ms. Al is a
senior international business specialist.
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As at the date of this announcement and save as
Al (i) does not hold any
directorship in public companies of which the
securities are listed on any securities market in
Hong Kong or overseas in the last three years; (ii)
does not hold any other position in the Company
or other members of the Group; (iii) does not have
any interest in the Shares or underlying Shares
within the meaning of Part XV of the SFO; and (iv)
does not have any relationship with any director,
supervisor, senior management, chief executive or
substantial shareholder or controlling shareholder of
the Company.

disclosed above, Ms.

If Ms. AI is appointed as an executive Director
at the 2020 Third EGM, the Company will enter
into a service contract with her in connection with
her appointment, for a term commencing from the
date of the 2020 Third EGM until the expiration
of the term of the third session of the Board.
The remuneration of Ms. Al as a director will
be determined by the Board in accordance with
the applicable laws, regulations and regulatory
provisions, and the remuneration policy set by the
remuneration committee of the Board.

Save as disclosed above, the Board is not aware of
any matters relating to the proposed appointment
of Ms. Al that need to be brought to the attention
of the Shareholders, nor is there any information
required to be disclosed under Rule 13.51(2)(h) to
(v) of the Listing Rules.

Appreciation

The Board would like to take this opportunity to
express its sincere appreciation to Mr. WANG Yuqi
for his valuable contribution to the Company during
his tenure of office.
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MAJOR TRANSACTIONS AND RENEWAL
OF CERTAIN CONTINUING CONNECTED
TRANSACTIONS AND PROPOSED NEW
ANNUAL CAPS

I. INTRODUCTION

Reference is made to the Company’s announcement
and circular dated October 19, 2017 and November
8, 2017, respectively (the “Publication”), which
disclosed that the Company entered into various
agreements for certain continuing connected
transactions with SINOMACH on October 19,
2017. As further described herein, the Company, in
accordance with the Listing Rules, intends to renew
or revise such continuing connected transactions.

The Publication disclosed, inter alia, certain
continuing connected transactions that are governed
by the following continuing connected transaction

agreements:

(a)  2018-2020 Provision of Engineering Services
and Products Agreement;

(b) 2018-2020 Receipt of Engineering Services
and Products Agreement;

(c)  2018-2020 Financial Services Agreement;

(d) 2018-2020 Trading Procurement Agreement;
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(e) 2018-2020 Trading Sales Agreement;

(f) 2018-2020 Integrated Services Agreement;
and

(g) 2018-2020 Receipt of Integrated Services
Agreement.

Each of the 2018-2020 Provision of Engineering
Services and Products Agreement, the 2018-2020
Receipt of Engineering Services and Products
Agreement, the 2018-2020 Financial Services
Agreement, the 2018-2020 Trading Procurement
Agreement, the 2018-2020 Trading Sales
Agreement, the 2018-2020 Integrated Services
Agreement and the 2018-2020 Receipt of Integrated
Services Agreement has a current term due to expire
on December 31, 2020, respectively.

As the Group is expected to continue the aforesaid
continuing connected transactions after December
31, 2020, the Company will comply with the
relevant provisions of Chapter 14A of the Listing
Rules in relation to the continuing connected
transactions. Thus, on November 19, 2020, the
Company re-entered into the 2021-2023 Provision
of Engineering Services and Products Agreement,
the 2021-2023 Receipt of Engineering Services
and Products Agreement, the 2021-2023 Financial
Services Agreement, the 2021-2023 Trading
Procurement Agreement, the 2021-2023 Trading
Sales Agreement, the 2021-2023 Integrated
Services Agreement and the 2021-2023 Receipt
of Integrated Services Agreement, respectively,
with SINOMACH to (i) extend the term of their
respective predecessors for another three years to
December 31, 2023; (ii) further amend the pricing
policy and payment terms (if necessary); and (iii)
provide for new annual caps for the respective
continuing connected transactions based on reasons
including internal estimates, historical transaction
amounts and future business needs.
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II. THE NON-EXEMPT CCT
AGREEMENTS SUBJECT TO
REPORTING, ANNUAL REVIEW,
ANNOUNCEMENT AND THE
INDEPENDENT SHAREHOLDERS’

APPROVAL REQUIREMENTS

2021-2023 Provision of Engineering Services
and Products Agreement

Summary of the terms of the 2018-2020 Provision
of Engineering Services and Products Agreement

Date
October 19, 2017

Parties

(I) The Company; and

(2) SINOMACH

Background and Material Terms

Pursuant to the 2018-2020 Provision of Engineering
Services and Products Agreement and the historical
transactions, as part of its International Engineering
Contracting Business, the Group provided
engineering services and products, including
but not limited to, undertaking turnkey project,
providing general contracting services and procuring
services and products to SINOMACH Group for
the engineering contracting projects undertaken by
SINOMACH Group, in particular those engineering
contracting projects subcontracted to the Group by
SINOMACH Group.
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The 2018-2020 Provision of Engineering Services
and Products Agreement is a framework agreement
that comprises the general terms and conditions
upon which the Group and SINOMACH Group
shall carry out a particular type of transactions
contemplated thereunder. Members of SINOMACH
Group and members of the Group may from time to
time enter into detailed agreements in respect of the
specific services and/or products to be provided by
the Group, provided that the terms of such detailed
agreements shall not be inconsistent with the terms
of the framework agreement. The actual services
and/or products to be provided by the Group shall
be subject to such detailed agreements entered into
between the relevant member of SINOMACH Group
and the relevant member of the Group from time to
time.

The 2018-2020 Provision of Engineering Services
and Products Agreement is for a term commencing
from January 1, 2018 and ending on December 31,
2020 and may be renewed on terms to be agreed
upon by SINOMACH and the Company. Such
framework agreement (i) may be terminated by a
non-defaulting party by serving a written default
notice to the defaulting party stipulating the relevant
breach and the defaulting party having failed to
remedy such breach within a reasonable period
after its receipt of the default notice; and (ii) shall
be terminated automatically if the performance of
the transactions contemplated thereunder will be
in breach of the requirements under the Listing
Rules, or the necessary approvals required under the
Listing Rules or relevant waivers from the Stock
Exchange cannot be obtained.
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Pricing Policy

According to the 2018-2020 Provision of
Engineering Services and Products Agreement
and our internal control measures as further
described below in relation to pricing policy, the
price at which the Group provides services and/or
products to SINOMACH Group shall be determined
according to the following principles. The price
shall be negotiated and agreed between the relevant
member of the Group and the relevant member of
SINOMACH Group based on the principle of cost
plus reasonable profit margin such that the price is
not less than the cost to be estimated by the relevant
member of the Group and the expected profit margin
for the relevant member of the Group will be not
lower than 2%, and such that the price and expected
profit margin will be no less favourable than those
the Group would obtain from independent third
parties when providing the same or similar types of
services and/or products.

As at the date of this announcement, there are
no applicable Government Prescribed Price,
Government Guided Price and Industry Guided Price
in determining or guiding the price of such services
and/or products. Should any of the Government
Prescribed Price, the Government Guided Price
or the Industry Guided Price be available in the
future, the Company will make appropriate public
announcements to inform the investors of the details
of those policies as applicable, and shall include
those policies into the Company’s pricing policy.
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Should the Government Prescribed Price, the
Government Guided Price and the Industry Guided
Price be available, the pricing of the relevant
products or services will be determined as follows:

(i) The Government Prescribed Price will be
adopted as the actual price for the relevant
products or services;

(i1)  in the case of the Government Guided Price or
the Industry Guided Price in the International
Engineering Contracting Business, the project
manager who is in charge of an engineering
contracting project will select a suitable price
within the guided price range, after taking
into consideration comprehensive factors
including the scope of work, labor costs
and geographical location of the relevant
engineering contracting project, and then
based on the contract value of the project,
submit it to the management and/or the deputy
general manager, the general manager, the
chairman of the Board or the Board for final
review and approval; and

(iii) in the case of the Government Guided Price
or the Industry Guided Price in the Trading
Business, the related personnel in charge of
the trading and services business will select a
suitable price within the guided price range,
after taking into consideration comprehensive
factors including the technical parameters and
logistics services of the relevant products and
services, and then based on the contract value,
submit it to the management and/or the deputy
general manager, the general manager, the
chairman of the Board or the Board for final
review and approval.

(The above pricing mechanism in relation to
Provision of Engineering Services Pricing Policies
(1), (ii) and (iii) is hereinafter referred to as the
“Applicable Pricing Mechanism”.)
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Payment Terms

The proportion of the payment for each stage of the
transaction shall be determined after negotiation
between the relevant member of the Group and the
relevant member of the SINOMACH Group, based
on the situation and the implementation progress
of the project and it shall be expressively agreed in
detail in the individual agreement to be entered into
pursuant to the 2018-2020 Provision of Engineering
Services and Products Agreement. The relevant
member of the Group shall issue a corresponding
invoice promptly. In the event that the relevant
member of SINOMACH Group fails to make the
payment according to the time agreed upon under
the individual agreement, the relevant member of
the Group and the relevant member of SINOMACH
Group shall negotiate to offer appropriate grace
period and calculate the interest of the unpaid
payment during the grace period at the benchmark
interest rate published by the PBOC over the same
period.

2021-2023 Provision of Engineering Services and
Products Agreement

As the 2018-2020 Provision of Engineering Services
and Products Agreement will expire on December
31, 2020, the 2021-2023 Provision of Engineering
Services and Products Agreement was re-entered
into on November 19, 2020 by and between the
Company and SINOMACH, subject to the approval
by the Independent Shareholders, to (i) extend
the current term of the 2018-2020 Provision of
Engineering Services and Products Agreement
for another three years to December 31, 2023, (ii)
further amend the pricing policy and payment terms
(if necessary), and (iii) provide for new annual
caps as further described below. The proposed
annual caps for the years ending December 31,
2021, 2022 and 2023 for the provision of services
and products by the Group to SINOMACH Group
under the 2021-2023 Provision of Engineering
Services and Products Agreement are RMB3,200
million, RMB3,200 million and RMB3,200 million,
respectively.
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Pricing Policy and Payment Terms

The pricing policy, payment terms and all other
material terms and conditions of the 2021-2023
Provision of Engineering Services and Products
Agreement remained the same as those under the
2018-2020 Provision of Engineering Services
and Products Agreement, except for the updated
payment terms to calculate the interest on the unpaid
payment during the grace period at the loan prime
rate published by the National Interbank Funding
Center. Specifically, the calculation of interest under
the 2018-2020 Provision of Engineering Services
and Products Agreement is based on the benchmark
interest rate published by the National Inter-bank
Funding Center authorized by the People’s Bank
of China, while the calculation of interest under
the 2021-2023 Provision of Engineering Services
and Products Agreement is further specified as the
loan prime rate published by the aforementioned
institution.

Except as disclosed above, all other material terms
and conditions of the 2021-2023 Provision of
Engineering Services and Products Agreement have
remained unchanged.

15

JE (EBUR K SE TR

2021-2023 $2 48 TR AR 75 A1 2 i AE 242 175 o 19 7 {8 L
W~ AR T A H A R AR K S g B 201 8-
2020 48 A1 T2 OB A1 2 il ME 22 0 s T & AR >
EL BB 2 SO AT ek DA 2 B 4R AT [ /] SE 4R 48 o0 M
) B T 35 A ) R R R BR U A A A 3 TR 1 S
Brah o HLBET S > 2018-202048 {3 T A2 AR % A1 2 &
HE 22 fih e 1 R EL T AR R B N R SR AT AR M 1 2 [ 4R
7 I [R] PR o0 A i ) JE e R R 5HE T 2021-
2023 $RAH TR RS A0 2 5l HE 22 15 2k 10 F1EL TS BE A6
HI WIAR 5 b o A 2 A 19 B 3K T I IR (E A R 51 -

B ESCRT IR R A - 2021-2023 $2 4 T F2 AR 5 F1 2
i HE 28 10 e 22 P A HC A B R A R M MR A 1 AN 3 o



Historical Annual Caps and Historical
Transaction Values

The table below sets out the annual caps and actual
transaction values of the continuing connected
transactions under the 2018-2020 Provision of
Engineering Services and Products Agreement for
the years ended December 31, 2017, 2018, 2019 and
the six months ended June 30, 2020 and the year
ending December 31, 2020 (only for annual cap).

Transaction 5

Provision of engineering 7= 4[5 1] [5 & £E [
services and products PR TR RS
by the Group to B2 i

SINOMACH Group

— Actual transaction — BT
values
— Annual caps — 4 R
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The historical utilization rates of 2018 and 2019
are 32.41% and 31.13%, respectively. Several
factors that were not within the Group’s control
may account for the relatively low utilization rate
for the two years ended December 31, 2018 and
2019, including: (i) the commencement of certain
projects for providing engineering services to
SINOMACH Group was behind original schedule;
(i1) the progress of certain projects for providing
engineering services to SINOMACH Group was
behind original schedule; and (iii) due to certain
arrangements, the amount for connected transactions
may be reflected in one certain financial year instead
of being reflected in the aforementioned years.

Proposed Annual Caps for 2021, 2022 and 2023
and Basis of Determination

The table below sets out the annual caps for the
transactions contemplated under the 2018-2020
Provision of Engineering Services and Products
Agreement for the year ending December 31,
2020 and the proposed new annual caps for the
years ending December 31, 2021, 2022 and 2023,
respectively, under the 2021-2023 Provision of
Engineering Services and Products Agreement.

20184 % 2019 4F ()48 114 F Z 0 Al £532.41% )%
31.13% » Z B FF A< 42 [ 42 i 0 [ o4 79 PR 2R mT fogk
FEAR ZE 20184 X 20194F12 A 31 H 1k i i 48 B /)
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2021 2022FER2023FZZFELRRETE
o

T £ 512018-2020 42 4t T 72 AR F5 A2 5 AE 22 1
VTN BHEIT L S B E 202012 A31 HIEFEZ
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Transaction X5 Years ending December 31,
BZ12A31BLLFE
2020 2021 2022 2023
20206 2021F  2022F  2023F
(RMB millions)
(AR B T)
Provision of engineering AR (2] [ (2] A A (AL A
services and products by TR AR B i
the Group to
SINOMACH Group 3,900 3,200 3,200 3,200

The proposed new annual caps are calculated
after taking into account the following bases and
assumptions and on the principal assumptions that,
for the duration of the projected period, there will
not be any adverse change or disruption in the
global economic conditions, market conditions,
operation and business environment or government
policies which may materially affect the businesses
of SINOMACH Group and/or the Group:
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(a)

(b)

(c)

(d)

(e

)

(2)

(h)

the historical transaction amounts under the
2018-2020 Provision of Engineering Services
and Products Agreement disclosed above, as
well as the expected amount to be generated
from the connected transactions contracts
already being implemented during the period
of execution;

the nature of services and products required
under the specific contracts already signed
or agreed between the relevant member
of the Group and the relevant member of
SINOMACH Group;

the annual increment of transaction amounts of
new contracts and/or newly effective contracts
that amounts to USD3,000 million per annum;

the expected duration and progress of the
relevant engineering contracting projects,
and the potential concentration of transaction
amounts incurred in a certain financial year
due to acceleration or deceleration of the
implementation progress of the projects;

the expected increase in demand by
SINOMACH Group for engineering
services and products from the Group, or
new engineering contracting projects with
relatively large transaction amounts intended
to be taken up by SINOMACH Group which
will be subsequently subcontracted to the
Group;

the expected opportunities to new contracts
due to SINOMACH Group’s being elected as
one of the pilot state-owned capital investees,
where, as one of the major subsidiaries, the
Company would face more opportunities
arising from acquisitions and reorganizations;

the estimated increase in the average market
prices for the relevant engineering services
and products due to inflation and the general
economic growth of the PRC;

the expected impact on the increment of the
transaction amounts based on the movement
of RMB against USD for 2018 and 2019 and
on the assumption that annual movement of
RMB against USD for the next three years
(2021-2023) would follow a similar trend;
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(i) the expected recovery of infrastructure
engineering projects in a post-epidemic world,
especially as domestic engineering business
has already begun to recover; and

(j) the expected increase in the number of

engineering contracting projects arising from
the global engineering contracting industry,
and the engineering projects newly acquired
each year with a certain transaction amount
incurred, on the assumption that the global
engineering contracting industry will continue
to develop.

Reasons for and Benefits of Re-Entering into the
2021-2023 Provision of Engineering Services and
Products Agreement

The 2021-2023 Provision of Engineering Services
and Products Agreement is able to increase the
revenue and profits of the International Engineering
Contracting Business and to expand the Group’s
market share in the international engineering
contracting market. In particular, the 2021-2023
Provision of Engineering Services and Products
Agreement is able to allow the Group to participate
in certain large-scale engineering contracting
projects undertaken by SINOMACH Group in
situations where the relevant engineering contracting
projects have been by certain reasons (e.g. the
Group was not able to meet certain tendering or
execution requirements, or certain engineering
contracting projects were previously undertaken
and followed-up by SINOMACH Group directly)
undertaken by SINOMACH Group. Most of the
engineering contracting projects subcontracted to
the Group by SINOMACH Group are large-scale
projects which last for a few years. The relationship
between the Group and SINOMACH Group has
been mutually beneficial, fair and reasonable and in
the interest of the Company and the Shareholders as
a whole.
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B. 2021-2023 Receipt of Engineering Services

and Products Agreement

Summary of the terms of the 2018-2020 Receipt
of Engineering Services and Products Agreement

Date
October 19, 2017

Parties

(I) The Company; and

(2) SINOMACH

Background and Material Terms

Pursuant to the 2018-2020 Receipt of Engineering
Services and Products Agreement and the historical
transactions, as part of its International Engineering
Contracting Business, the Group received
engineering services and products, which largely
are design, installation, construction, building,
subcontracting and procurement services and
products relating to the engineering contracting
projects within the Core Sectors, from SINOMACH
Group.

The 2018-2020 Receipt of Engineering Services
and Products Agreement is a framework agreement
that comprises the general terms and conditions
upon which the Group and SINOMACH Group
shall carry out a particular type of transactions
contemplated thereunder. Members of SINOMACH
Group and members of the Group may from time to
time enter into detailed agreements in respect of the
specific services and/or products to be received by
the Group, provided that the terms of such detailed
agreements shall not be inconsistent with the terms
of the framework agreement. The actual services
and/or products to be received by the Group shall
be subject to such detailed agreements entered into
between the relevant member of SINOMACH Group
and the relevant member of the Group from time to
time.
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The 2018-2020 Receipt of Engineering Services and
Products Agreement is for a term commencing from
January 1, 2018 and ending on December 31, 2020
and may be renewed on terms to be agreed upon by
SINOMACH and the Company. Such framework
agreement (i) may be terminated by a non-defaulting
party by serving a written default notice to the
defaulting party stipulating the relevant breach and
the defaulting party having failed to remedy such
breach within a reasonable period after its receipt
of the default notice; and (ii) shall be terminated
automatically if the performance of the transactions
contemplated thereunder will be in breach of
the requirements under the Listing Rules or the
necessary approvals required under the Listing Rules
or relevant waivers from the Stock Exchange cannot
be obtained.

Pricing Policy

According to the 2018-2020 Receipt of Engineering
Services and Products Agreement, the price at
which the Group receives services and products
from SINOMACH Group shall all be determined
according to the following principle. The price shall
be determined through tender offer or price bidding
process involving a member of SINOMACH Group
and two or more suppliers who are independent third
parties; and should no suppliers be able to meet our
requirements, no offers or bids be received through
tender offer or price bidding process, or the offers or
bids obtained do not satisfy our tendering or bidding
requirements, the price shall be negotiated and
agreed between the relevant member of the Group
and the relevant member of SINOMACH Group
after having referred to the prices at which the
relevant member of SINOMACH Group provides
the same or similar types of services and/or products
to independent third parties and the relevant member
of the Group had historically received the same
or similar types of services and/or products from
independent third parties by comparing its historical
transactions with two or more independent third
parties in the past three years prior to entering into
the current contemplated transaction.
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As at the date of this announcement, there are
no applicable Government Prescribed Price,
Government Guided Price and Industry Guided Price
in determining or guiding the price of such services
and/or products. Should any of the Government
Prescribed Price, the Government Guided Price
or the Industry Guided Price be available in the
future, the Company will make appropriate public
announcements to inform the investors of the details
of those policies as applicable, and shall include
those policies into the Company’s pricing policy.

Should the Government Prescribed Price, the
Government Guided Price and the Industry Guided
Price be available, they will adopt the Applicable
Pricing Mechanism (as disclosed on page 13 of this
announcement).

In relation to receipt of engineering services pricing
policy above, the Company has been implementing
a set of internal control procedures in connection
with its well-established International Engineering
Contracting Business and Trading Business. In
particular, bidders, inquirers and negotiators
participating in the Company’s engineering
contracting projects, after passing through relative
procedures, should be on the Company’s list of
qualified and reliable suppliers which is reviewed
by the functional departments responsible for the
engineering contracting business and trading and
services business on a regular basis. The relevant
business manager is responsible for convening
a review team which will review the tenders or
biddings and conduct comprehensive review based
on aspects including but not limited to technology,
quality, commercial terms and offered prices from
the suppliers. Pursuant to the relevant internal
policies of the Company, depending on the type
and contract value of the underlying engineering
contracting project, the result of the assessment will
be submitted to (i) the finance department, the legal
department and functional departments in charge of
relevant business, and/or (ii) the management, the
deputy general manager, the general manager, the
chairman of the Board or the Board for final review
and approval.
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In relation to receipt of engineering services pricing
policy, in order to ensure the transactions will be
conducted on normal commercial terms (or terms no
less favourable to the Company than terms available
from the independent third parties), pursuant to
the 2018-2020 Receipt of Engineering Services
and Products Agreement, the Company will be
entitled to require SINOMACH Group to provide
all information relevant to the pricing policies
under such agreement, including but not limited to
information pertaining to the transactions between
SINOMACH Group and other independent third
parties in providing the same or similar types of
services and/or products. Furthermore, the Group
will compare the price against its transactions
with two or more independent third parties in the
past three years prior to entering into the current
contemplated transaction. If in the unlikely event
that no such comparisons are available and there is
no alternative product or service to choose from,
taking into account the uniqueness of the product or
service concerned, the Group would still agree on a
price with SINOMACH Group based on receipt of
engineering services pricing policy in the absence
of such comparisons and solely based on the
historical transactions between the relevant member
of SINOMACH Group and other independent third
parties. Based on the foregoing, the Directors are of
the view that such receipt of engineering services
pricing policy can ensure the transactions to be
entered into pursuant to the 2018-2020 Receipt of
Engineering Services and Products Agreement will
be conducted on normal commercial terms and not
prejudicial to the interests of the Company and its
Shareholders as a whole.
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Payment Terms

The proportion of the payment for each stage of the
transaction shall be determined after negotiation
between the relevant member of the Group and the
relevant member of the SINOMACH Group, based
on the specific situation and the implementation
progress of the relevant project and it shall be
expressively agreed in detail in each individual
agreement to be entered into pursuant to the
2018-2020 Receipt of Engineering Services and
Products Agreement.

2021-2023 Receipt of Engineering Services and
Products Agreement

As the 2018-2020 Receipt of Engineering Services
and Products Agreement will expire on December
31, 2020, the 2021-2023 Receipt of Engineering
Services and Products Agreement was re-entered
into on November 19, 2020 by and between the
Company and SINOMACH, subject to the approval
by the Independent Shareholders, to (i) extend
the current term of the 2018-2020 Receipt of
Engineering Services and Products Agreement for
another three years to December 31, 2023, and (ii)
provide for new annual caps as further described
below. The proposed annual caps for the years
ending December 31, 2021, 2022 and 2023 for the
receipt of services and products by the Group from
SINOMACH Group under the 2021-2023 Receipt
of Engineering Services and Products Agreement
are RMB2,200 million, RMB2,200 million and
RMB2,200 million, respectively.

Pricing Policy and Payment Terms

The pricing policy, payment terms and all other
material terms and conditions of the 2021-2023
Receipt of Engineering Services and Products
Agreement remained the same as the 2018-2020
Receipt of Engineering Services and Products
Agreement.
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Historical Annual Caps and Historical
Transaction Values

The table below sets out the annual caps and actual
transaction values of the continuing connected
transactions under the 2018-2020 Receipt of
Engineering Services and Products Agreement for
the years ended December 31, 2017, 2018, 2019 and
the six months ended June 30, 2020 and the year
ending December 31, 2020 (only for annual cap).

Transaction 5

Receipt of engineering A B [ 7 I
services and products by the A8 B TR RS
Group from T b
SINOMACH Group
— Actual transaction values — E S35 &%
— Annual caps — FE EIR

The historical utilization rates for 2018 and 2019
were 5.64% and 10.14%, respectively. Several
factors that were not within the Group’s control
may account for the relatively low utilization rate
for the two years ended December 31, 2018 and
2019, including the fact that (i) the commencement
or progress of existing projects were behind their
original schedule, and certain engineering projects
were suspended; (ii) the progress of some active
projects was behind original schedule; (iii) the
actual effective time of some projects was behind
the time originally scheduled; (iv) due to certain
arrangements, the amount for connected transactions
may be reflected in a particular financial year
instead of being reflected in the aforementioned
years; and (v) the relative works originally planned
to be subcontracted to connected persons were
eventually executed by independent third parties.
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Proposed Annual Caps for 2021, 2022 and 2023
and Basis of Determination

The table below sets out the annual caps for the
transactions contemplated under the 2018-2020
Receipt of Engineering Services and Products
Agreement for the year ending December 31,
2020 and the proposed new annual caps for the
years ending December 31, 2021, 2022 and 2023,
respectively, under the 2021-2023 Receipt of
Engineering Services and Products Agreement.

2021 - 2022FER2023FZZFELRRETE
o

T £ H512018-2020 4% 3 LT AR FS A E 5 AE 22 1
VTN BHEIT L S B E 202012 A31 HIEFEZ
AR B BR S 2021-2023 4 57 TR I35 A 2 5 HE 22 g
EIE N R E 2021 4F ~ 20224 % 2023412 H
31 H B 2 @ A LR o

Transaction R5 Years ending December 31,
BZ12A31BLFE
2020 2021 2022 2023
20205 2021F 20225 2023F
(RMB millions)
(AR B ET)
Receipt of engineering A ] 4 A7 R R AR ) AR
services and products R 5 B2 7 i
by the Group from
SINOMACH Group 2,500 2,200 2,200 2,200

The proposed new annual caps are calculated
after taking into account the following bases and
assumptions and on the principal assumptions that,
for the duration of the projected period, there will
not be any adverse change or disruption in the
global economic conditions, market conditions,
operation and business environment or government
policies which may materially affect the businesses
of SINOMACH Group and/or the Group:

the historical transaction amounts under the
2018-2020 Receipt of Engineering Services
and Products Agreement disclosed above, as
well as the expected amount to be generated
from the connected transactions contracts
already being implemented during the period
of execution;

(a)

(b) the nature of services and products required
under the engineering contracting projects
already undertaken by the Group and specific
contracts signed or agreed between members
of the Group and members of SINOMACH

Group;

the annual increment of transaction amounts of
new contracts and/or newly effective contracts
that amounts to USD3,000 million per annum;

(©)
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(d)

(e

()

(2)

(h)

@)

Q)

(k)

the expected duration and progress of the
Group’s relevant engineering contracting
projects, and the potential concentration of
transaction amounts incurred in a certain
financial year due to acceleration or
deceleration of the implementation progress of
the projects;

the expected increase in demand by the Group
for engineering services and products;

the expected opportunities to new contracts
following SINOMACH Group being
selected as one of the pilot state-owned
capital investees, where, as one of its major
subsidiaries, the Company would encounter
more opportunities arising from acquisitions
and reorganizations;

the estimated increase in the average market
prices for the relevant engineering services
and products due to inflation and the general
economic growth of the PRC;

the expected impact on the increment of
transaction amounts based on the movement
of RMB against USD for 2018 and 2019 and
on the assumption that annual movement of
RMB against USD for the next three years
(2021-2023) would follow a similar trend;

the concentration of release of various active
contracts affected by the epidemic in the next
three years;

the expected increase in the number of
engineering contracting projects arising from
the global engineering contracting industry,
and the engineering projects newly acquired
each year with a certain transaction amount
incurred, on the assumption that the global
engineering contracting industry will continue
to develop; and

the actual and expected increase in the number
of engineering contracting projects which will
be subcontracted to the relevant members of
SINOMACH Group owing to the increase in
the number of subsidiaries of SINOMACH as
a result of its reorganization and expansion.
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Reasons for and Benetfits of Re-Entering into the
2021-2023 Receipt of Engineering Services and
Products Agreement

The 2021-2023 Receipt of Engineering Services
and Products Agreement allows the Group to
subcontract part of the Group’s works under a
project in line with the common practice of the
industry players in the international engineering
contracting market. The Group has an internal
list of identified subcontractors who are able to
provide various engineering services and products
to satisfy the needs of the International Engineering
Contracting Business from time to time. Such list
includes both members of SINOMACH Group and
other independent third parties, who have been
identified by the Group with reference to their
market reputation, prices and quality of services
and products which they offer and if applicable,
performance under previous engagements with
the Group. The Group also at times chooses the
Group’s subcontractors which shall be included
in the Company’s list of qualified and reliable
suppliers upon passing through relevant procedures,
through tendering process if there is no appropriate
subcontractor on the list of identified subcontractors
that can fulfill the requirements of the Group.
However, in view of the fact that SINOMACH
Group is a well-established industry player with
good reputation within the international engineering
contracting market, which possesses strong capacity
and experience in the manufacturing, design,
research and development of various engineering
services and products, the Group has preference
in sourcing relevant engineering services and
products from SINOMACH Group to benefit from
such technical strengths of SINOMACH Group.
Furthermore, taking into account the long history
of cooperative relationship between the Group and
SINOMACH Group, the Group considers that the
2021-2023 Receipt of Engineering Services and
Products Agreement is able to enhance completion
of the engineering contracting projects undertaken
by the Group at efficient timing and with better
quality. Therefore, the 2021-2023 Receipt of
Engineering Services and Products Agreement
is beneficial to the Group and the continuous
development of the International Engineering
Contracting Business.
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C.  2021-2023 Financial Services Agreement
Summary of the terms of the 2018-2020 Financial
Services Agreement

Date
October 19, 2017

Parties

(I) The Company; and

(2)

the Finance Company
Material Terms and Pricing Policy

Pursuant to the 2018-2020 Financial Services
Agreement, the Finance Company agreed to provide
to the Group the following financial services:

Type 1 — Deposit Services

The Finance Company would provide deposit-taking
services for current deposits, call deposits, 7-day
deposits and time deposits (3-month, 6-month
and 1-year). Pursuant to the 2018-2020 Financial
Services Agreement, the Finance Company offers
interest rates for the Group’s deposits which should
be the high-end of the benchmark interest rate and
the interval for the floating interests rates published
by the PBOC from time to time for deposits with
financial institutions in the PRC (while the interest
rate should be no less than the that offered by
the Finance Company to SINOMACH Group for
deposits of the same type and term).
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Type 2 — General Loan Services

The Finance Company would provide various
types of loans to the Group (including working
capital loans, fixed assets loans, finance leases and
purchaser ‘s credit business). The Finance Company
may also provide integrated credit facilities to the
Group according to the needs of the Group, which
include loans, letters of guarantee, letters of credit
as well as bill acceptance and discounting. Pursuant
to the 2018-2020 Financial Services Agreement, in
connection with the provision of the general loan
services, the Finance Company will charge interests
according to the rates published by the PBOC
and shall not charge interest rates higher than (i)
those set by financial institutions in the PRC for
similar loans, and (ii) those offered by the Finance
Company to SINOMACH Group for similar loans.
In addition, no security over assets will be required
from the Group.

Type 3 — General Financial Services

The general financial services to be provided by the
Finance Company to the Group include collection,
payment and settlement services, handling issuance
of letters of guarantee and letters of credit, handling
of bill acceptance and discounting, financial and
financing consultation, arrangement of credit
certification and related consultation and agency
services, underwriting of corporate bonds and
other businesses which the Finance Company are
approved by the CBRC to carry out.

Pursuant to the 2018-2020 Financial Services
Agreement, the Finance Company will charge
service fees for the provision of the general financial
services. Such service fees shall not be higher than
(i) those charged by financial institutions in the PRC
for similar services; and (ii) those offered by the
Finance Company to SINOMACH Group for similar
services.
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In relation to Type 1 service (Deposit Services),
since the interest rate offered by the Finance
Company is the high-end of the benchmark rate
permitted and regulated by the PBOC, no other
financial institutions can offer a better interest
rate to the Group. Please also refer to paragraph
headed “Reasons for and Benefits of entering into
the 2018-2020 Financial Services Agreement” for
reasons that the Group may choose to make deposits
with the Finance Company over other financial
institutions.

In relation to Type 2 service (general loan services)
and Type 3 service (general financial services)
under the 2018-2020 Financial Services Agreement,
the departments in charge of the International
Engineering Contracting Business and the trading
and services business together with the department
in charge of investment and capital management, or
the department in charge of investment and capital
management alone will collect the information of
the interest rates for similar loans, service fees
for similar financial services and other relevant
information from the Finance Company and two or
more financial institutions which are independent
third parties by making direct enquiries with the
relevant party.

After collecting the above-mentioned information,
the relevant department(s) will make record of the
results of the enquiries and conduct assessment
based on different factors. For Type 2 services, the
predominant factors of assessment are the interest
rate for similar loans, whether security over assets
will be required, and any limitations on the use of
the loans. For Type 3 service, the lowest quotation
of the service fees charged for the general financial
services is the predominant factor of assessment.

The assessment result will be submitted to the
senior management and/or the general manager, the
chairman of the Board or the Board for final review
and approval depending on the transaction amount
concerned.
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The 2018-2020 Financial Services Agreement is
for a fixed term of three years, commencing from
January 1, 2018.

Payment Terms
Type 1 — Deposit Services

For current deposits, the Finance Company shall
pay the principal and interest of the deposit upon
withdrawal of the deposit by the Group. For time
deposits, the Finance Company shall pay the
principal and interest of the deposits on time in
accordance with the deposit period as agreed with
the Group.

Type 2 — General Loan Services

The Group shall repay the principal and interest of
the loan on time in accordance with the repayment
schedule as agreed in the individual loan contract.

Type 3 — General Financial Services

The Group shall pay the related service fees upon
rendering such services by the Finance Company.

Except as disclosed above, all other material terms
and conditions of the 2018-2020 Financial Services
Agreement have remained unchanged.

2021-2023 Financial Services Agreement

As the 2018-2020 Financial Services Agreement
will expire on December 31, 2020, the 2021-2023
Financial Services Agreement was re-entered
into on November 19, 2020 by and between the
Company and the Finance Company, subject to the
approval by the Independent Shareholders, to set a
revised term for three years from January 1, 2021 to
December 31, 2023.
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Pricing Policy and Payment Terms

The pricing policy, payment terms and all other
material terms and conditions of the 2021-2023
Financial Services Agreement remained the same as
the 2018-2020 Financial Services Agreement.

Historical Annual Caps and Historical
Transaction Values

The Group has closely monitored the progress of
its continuing connected transactions. As of the
date of this announcement, the actual maximum
daily deposit balance placed by the Group with the
Finance Company under the 2018-2020 Financial
Services Agreement has not exceeded the original
annual cap for the year ended December 31, 2017
and the annual caps for each of the three years
ended/ending December 31, 2018, 2019 and 2020.
The table below sets out the annual caps and actual
transaction values of the continuing connected
transactions under the 2018-2020 Financial Services
Agreement for the year ended December 31, 2017,
2018, 2019 and the six months ended June 30, 2020
and the year ending December 31, 2020 (only for
annual cap).
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Transaction

Financing services to the
Group from SINOMACH Group
(1. Deposit Services)
— Actual transaction values (Note)
- Annual caps

(2. Entrusted Deposit
Services/General loan
Service)

- Actual transaction values
- Annual caps

(3. General Financial Services)
- Actual transaction values
- Annual caps

Note: The actual transaction amount represents the

For the years ended

X5 December 31,
BZNAMNALEE
2017 2018 2019
WI7F 20185 0195
(RMB millions)
(NREaHT)
0 046 B o A A B A
SRRE
(1. FHMmH)
— BB 8 (it 3,286.4 3,881.5 3,893.6
- FEER 3,300 3,900 3,900
Q. it/
—f B R
- EBLHEH - - -
— 1 IR 700 No annual No annual
cap cap
WEELFR  BEEER
(3. — M4 MR )
- EBLH2E N/ARE - -
~-EELR N/AA#E 25 25

highest daily deposit balance.
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Proposed Annual Caps for 2021, 2022 and 2023
and Basis of Determination

Type 1 — Deposit Services

The Company estimates that the proposed caps for
the maximum daily deposit balance (including any
interest accrued thereon) with the Finance Company
for each of the three years ending December 31,
2021, 2022 and 2023 are RMBS5,000 million,
after taking into account the following bases and
assumptions: (i) the relatively large amounts of
cash and cash equivalents of the Group for the year
ended December 31, 2019 and for the six months
ended June 30, 2020 and the assumptions that the
cash balance of the Company will continue to grow
as compared with that disclosed in the Company’s
interim report of 2020; (ii) the operating cash flow
requirements and financial needs of the Group for
its operations and future business expansion; (iii)
the estimated future annual cash increment on the
basis of annual cash flows over previous years; (iv)
the potential cash increment arising from possible
issuance of bonds, convertible bonds and shares; (v)
the expected impact on the cash balance based on
the movement of RMB against USD for 2018 and
2019 and on the assumption that annual movement
of RMB against USD for the next three years
(2021-2023) would follow a similar trend; (vi) the
relative stability of deposit balances placed by the
Group with the Finance Company; and (vii) the
expected increase in deposits income and reduction
in control risks by placing deposits with a connected
person of the Company on the basis that the Finance
Company is under the supervision of the CBRC and
it has been maintaining satisfactory operating results
and financial position with good risks control and
well-regulated management in the past three years.
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Type 2 — General Loan Services

In view of the facts that (i) the general loan services
provided by the Finance Company to the Group are
on normal commercial terms which are similar to or
more favorable than those offered from independent
third parties for comparable services in the PRC,
and (ii) no security over the assets of the Group will
be granted in respect of the general loan services,
the general loan services are exempt from reporting,
announcement and Independent Shareholders’
approval requirements under Rule 14A.90 of the
Listing Rules. As such, no annual cap has been set
for such services.

Type 3 — General Financial Services

The Company estimates that the proposed annual
caps for the total fees to be charged by the Finance
Company for the provision of general financial
services for each of the three years ending December
31, 2021, 2022 and 2023 are RMB25 million, after
taking into account of the historical demands for
similar services and the costs incurred by members
of the Group for similar services in the last three
years.

Reasons for and Benetfits of Re-Entering into the
2021-2023 Financial Services Agreement

The Finance Company is a non-bank financial
institution authorized and regulated by the CBRC
and provides financial services in compliance with
the rules and other operational requirements of the
CBRC. The main reasons for re-entering into the
2021-2023 Financial Services Agreement with the
provisions set out above by the Company are as
follows:

the terms and conditions that the Finance
Company agrees with the Company under the
2018-2020 Financial Services Agreement are
no less favorable than those offered by other
financial institutions that are independent third
parties to the Group for similar services;

(1)
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(i1)

(ii)

the pricing policy of the Finance Company
is subject to the guidelines set by the CBRC
or PBOC (as applicable). Therefore, the fees
charged by the Finance Company for its
services to be provided to the Company are
comparable to those;

the 2021-2023 Financial Services Agreement
does not prohibit the Group from using the
services offered by other financial institutions
in the PRC. In addition, the Finance Company
is able to offer better comprehensive services
and/or lower rates (in cases where the rates
or fees concerned are not regulated by any
applicable laws and regulations) which are
not available in the case of other financial
institutions, such that the services available
under the 2021-2023 Financial Services
Agreement would be more favourable to the
Group as a whole. In addition, the Company
holds 15.63% equity interests of the Finance
Company, and is entitled to dividend income
from the Finance Company. The Group is free
to make its selection according to the fees
and quality of services. The Group may (but
is not obliged to) utilize the financial services
provided by the Finance Company. The Group
will therefore be able to manage its current
capital and cash flow position in a more
efficient and advantageous manner.
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D. Measures of Internal Control

To ensure the Company’s conformity with the above
pricing policy and payment terms from time to
time, the Company would adopt a series of internal
control policies, including connected transaction
management methods and management rules in the
internal control management handbook, for its daily
operation. Such internal control policies would be
conducted and supervised by the relevant department
of the Company and are as follows:

(i)  the Company has adopted and implemented a
management system on connected transactions
and relevant management systems, such as
the internal control management handbook.
According to such management systems,
the relevant department in charge of the
engineering contracting business, trading and
services business, design consulting business,
financing and fund management business is
responsible for the information gathering on
and monitoring of connected transactions,
and conducting evaluation on the fairness of
the transaction terms and the pricing terms.
The legal department is responsible for
examining if the connected transactions and
continuing connected transaction agreements
are in compliance with applicable laws
and regulations, company policies and the
requirements under the Listing Rules. The
legal department and relevant departments
in charge of the engineering contracting
business, financing and fund management are
responsible for overseeing the implementation
of the framework agreements, particularly
whether they are in strict compliance with
the pricing policy during implementation.
Relevant departments in charge of the
engineering contracting business, financing
and fund management are responsible for
continuously monitoring the actual amounts
of the continuing connected transactions, and
informing the Board upon the occurrence of
any circumstances which may exceed the cap
on a timely basis;
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(i1)

(ii)

@iv)

(v)

the Operation and Risk Management
Committee, the Audit Committee and the
Supervisory Board will each conduct random
internal assessments on the internal control
measures in respect of connected transactions
and the financial information of the Company,
in order to ensure that such internal control
measures remain complete and effective.
Furthermore, the Audit Committee convenes
meetings at least twice a year to discuss
and assess the implementation of connected
transactions;

the INEDs have also reviewed and would
continue to review the non-exempt continuing
connected transactions to ensure that the
relevant agreements are entered into on
normal commercial terms or on terms no less
favorable to the Company than those available
to or from independent third parties, in the
ordinary and usual course of business of the
Company, fair and reasonable, and carried out
pursuant to the terms of such agreements;

while the new payment terms under each
of the Non-exempt CCT Agreements are
regarded to be in line with market practice
and consistent with the terms that have been
adopted by the Group with other independent
third parties, the relevant business departments
for the International Engineering Contracting
Business and the Trading Business will
continue to monitor the payment terms in the
Group’s transactions with other independent
third parties to ensure that the payment
terms under each of the Non-exempt CCT
Agreements will not deviate from the market
practice or be less favourable than that with
other independent third parties; and

the Company’s external auditors will conduct
an interim review and a year-end audit on the
Company’s internal control measures relating
to continuing connected transactions. They
will also conduct an annual review on the
pricing and annual cap of such non-exempt
continuing connected transactions.
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Additional risk management measures under
the 2021-2023 Financial Services Agreement to
safeguard the interests of the Company

(1)

(i1)

(iii)

(iv)

(v)

The Company is entitled to obtain the audited
annual financial reports and relevant permits
and business licenses of the Finance Company
to monitor and assess the financial position of
the Finance Company;

The Company’s relevant department in
charge of financing, and fund management
business will review deposits with the Finance
Company from time to time;

A director of the Finance Company, who is a
member of the Company’s senior management,
is entitled to monitor the risk exposures of the
Company’s deposits placed with the Finance
Company;

The Company is entitled to request the
Finance Company to provide certain
regulatory indicators within 20 working days
after the end of each quarter, and in case of
any regulatory indicators that do not comply
with relevant regulations and may result in
materials risks, the Company will re-assess
whether to continue receiving any services
from the Finance Company;

The Company may at any point of time request
for the deposited funds to be withdrawn from
the Finance Company, partially or fully, at its
discretion, to test and ensure the liquidity and
safety of the deposited funds; and
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(vi) The relevant responsible personnel of the
Finance Company will monitor the maximum
daily balance of the deposits and interest
in respect of the deposits on a daily basis
to ensure the aggregate amount does not
exceed the annual cap; should the case of
any potential deposit balance at a day end
exceed the annual cap, the excess fund will
be automatically transferred to the Company’s
designated bank account in a third party bank.

E. Listing Rules Implication

As of the date of this announcement, SINOMACH

directly and indirectly holds approximately 77.99%

of the issued share capital of the Company. It is a

controlling shareholder and thus a connected person

of the Company according to Rule 14A.07(1) of the

Listing Rules. The Finance Company is a subsidiary

of SINOMACH, and is therefore a connected person

of the Company according to Rule 14A.07(4) of the

Listing Rules. Therefore, the transactions between

the Group and SINOMACH Group and those

between the Company and the Finance Company
constitute connected transactions of the Company
under Rule 14A.25 of the Listing Rules.

As one or more of the applicable percentage
ratios (other than the profit ratio) for the proposed
new annual caps in respect of the continuing
connected transactions contemplated under the
2021-2023 Provision of Engineering Services and
Products Agreement and the 2021-2023 Receipt
of Engineering Services and Products Agreement
is more than 25% but less than 100%, these two
agreements constitute major transactions and
continuing connected transactions. Therefore,
these two agreements are subject to (i) reporting,
annual review, announcement and the Independent
Shareholders’ approval requirements under Chapter
14A of the Listing Rules, and (ii) the requirements
applicable to major transactions under Chapter 14 of
the Listing Rules.
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Pursuant to the 2021-2023 Financial Services
Agreement, the Finance Company agrees to provide
to the Group three types of financial services: (i)
Deposit Services; (ii) general loan services; and (iii)
general financial services.

(i)  Type 1 — Deposit Services

The deposits to be made by the Group pursuant
to the Deposit Services will constitute financial
assistance to be provided by the Group to a
connected person not in the ordinary and usual
course of business of the Group but on normal
commercial terms (or better to the Group). As one or
more of the applicable percentage ratios (other than
the profit ratio) for the proposed new annual caps
in respect of the deposit transactions contemplated
under the 2021-2023 Financial Services Agreement
is more than 25% but less than 100%, the Deposit
Services under the 2021-2023 Financial Services
Agreement constitutes a major transaction and
continuing connected transaction. Therefore
it is subject to (i) reporting, annual review,
announcement and the Independent Shareholders’
approval requirements under Chapter 14A of the
Listing Rules, and (ii) the requirements applicable to
major transactions under Chapter 14 of the Listing
Rules.
(i) Type 2 — General Loan Services

The general loan services under the 2021-2023
Financial Services Agreement to be provided by
the Finance Company to the Group will constitute
financial assistance to be provided by a connected
person for the benefit of the Group. As such services
will be provided on normal commercial terms which
are similar to or more favourable than those offered
by independent third parties for comparable services
in the PRC, and no security over the assets of the
Group will be granted in respect of the general
loan services, the general loan services are exempt
from reporting, announcement and Independent

Shareholders’ approval requirements under Rule
14A.90 of the Listing Rules.
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(iii)) Type 3 — General Financial Services

Under the Listing Rules, the general financial
services under the 2021-2023 Financial Services
Agreement to be provided by the Finance Company
to the Group will constitute continuing connected
transactions of the Company, which will be exempt
from the Independent Shareholders’ approval
requirement but are subject to the reporting and
announcement requirements as one or more of the
applicable percentage ratios (other than the profit
ratio), where applicable, on an annual basis, is
expected to be more than 0.1% but less than 5%
under Rule 14A.76(2) of the Listing Rules.

The 2020 Third EGM will be held to seek,
among other things, the approval and ratification
of the Non-exempt CCT Agreements and the
Non-exempt Annual Caps from the Independent
Shareholders. The continuing transactions exempted
over the independent shareholders’ approval
requirement shall become effective from the date of
consideration and approval by the Board.

SINOMACH will abstain from voting at the
2020 Third EGM on resolutions to approve the
Non-exempt CCT Agreements and the Non-exempt
Annual Caps.

An Independent Board Committee, comprising
all the INEDs who do not have a material
interest in the transactions contemplated under
the Non-exempt CCT Agreements, has been
established to advise the Independent Shareholders
in relation to the Non-exempt CCT Agreements,
as well as the fairness and reasonableness of the
Non-exempt Annual Caps, taking into account the
recommendations concerning the same provided by
an independent financial adviser. Opus has been
appointed as the independent financial adviser to
advise the Independent Board Committee and the
Independent Shareholders in this regard.
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A circular containing, among other things, (i) the
proposed appointment of an executive Director; and
(ii) further information concerning the Non-exempt
CCT Agreements, as well as the Non-exempt
Annual Caps, a letter from the Independent Board
Committee to the Independent Shareholders
containing the recommendation of the Independent
Board Committee, a letter of advice from Opus
to the Independent Board Committee and the
Independent Shareholders, together with a notice to
convene the 2020 Third EGM in order to (i) approve
the proposed appointment of an executive Director;
and (ii) approve and confirm the Non-exempt CCT
Agreements as well as the Non-exempt Annual Caps
will be dispatched to all Shareholders. Such circular
is expected to be dispatched to the Shareholders
as soon as practicable and within 15 business days
after the publication of this announcement.

F. Directors’ Opinion

The Directors (excluding the INEDs who are
members of the Independent Board Committee and
whose views will be expressed in the forthcoming
circular after taking into account the advice from the
Independent Financial Adviser) confirm that (i) the
terms of the continuing connected transactions under
the Non-exempt CCT Agreements (including the
Non-exempt Annual Caps) are fair and reasonable;
(ii) the continuing connected transactions under
the Non-exempt CCT Agreements are on normal
commercial terms or better and in the ordinary
and usual course of business of the Group; and
(iii) the continuing connected transactions under
the Non-exempt CCT Agreements (including the
Non-exempt Annual Caps) are in the interests of the
Company and the Shareholders as a whole.
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Save for Mr. BAI Shaotong, Mr. MA Jian, Mr.
ZHANG Zhiyu and Mr. WANG Yugqi, none of the
Directors (including the INEDs) holds management
position in any member (other than the Company) of
SINOMACH Group that is involved in the connected
transactions being considered or has any material
interests in the Non-exempt CCT Agreements and
the transactions thereunder and hence Mr. BAI
Shaotong, Mr. MA Jian, Mr. ZHANG Zhiyu and
Mr. WANG Yugqi have abstained from voting on the
board resolutions approving the entering into of the
Non-exempt CCT Agreements and the Non-exempt
Annual Caps.

IHI. CONTINUING CONNECTED
TRANSACTIONS EXEMPT
FROM THE INDEPENDENT
SHAREHOLDERS’ APPROVAL
REQUIREMENT

A.  2021-2023 Trading Procurement Agreement
Summary of the terms of the 2018-2020 Trading
Procurement Agreement

Date
October 19, 2017

Parties

(I)  The Company; and

(2) SINOMACH

Background and Material Terms

Pursuant to the 2018-2020 Trading Procurement
Agreement and the historical transactions, the Group
sourced various trading products, including but not
limited to general materials, special equipment,
food, grain, feed and other crop products, agriculture
machinery and equipment, agriculture transportation
vehicles, logging equipment and mining equipment,
for the Trading Business from SINOMACH Group.
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The 2018-2020 Trading Procurement Agreement is
a framework agreement that comprises the general
terms and conditions upon which the Group and
SINOMACH Group shall carry out a particular
type of transactions contemplated thereunder.
Members of SINOMACH Group and members of
the Group may from time to time enter into detailed
agreements in respect of the specific products to be
received by the Group, provided that the terms of
such detailed agreements shall not be inconsistent
with the terms of the framework agreement. The
actual products to be received by the Group shall
be subject to such detailed agreements entered into
between the relevant member of SINOMACH Group
and the relevant member of the Group from time to
time.

The 2018-2020 Trading Procurement Agreement is
for a term commencing from January 1, 2018 and
ending on December 31, 2020 and may be renewed
on terms to be agreed upon by SINOMACH and
the Company. Such framework agreement (i) may
be terminated by a non-defaulting party by serving
a written default notice to the defaulting party
stipulating the relevant breach and the defaulting
party having failed to remedy such breach within
a reasonable period after its receipt of the default
notice; and (ii) shall be terminated automatically if
the performance of the transactions contemplated
thereunder will be in breach of the requirements
under the Listing Rules or the necessary approvals
required under the Listing Rules or relevant waivers
from the Stock Exchange cannot be obtained.

46

2018-2020% 5 £F W5 HE 22 1 ik 2 HE 2R 1 ok > AN £ 3
T [ 446 4 Vo] Z0 e JEL T o — PR R S R R A TR AR
Bz T R RIS S - B B A
T AL [ i B 2 7)) AS IRg 5l A% P A 4 T 4 2 1 R E
FE Wb FTSL R AN e o H R S R A B ek 1 I A 1R
i 2 ME S T R I IR o AN SR BB IR 42 2 1) I AT
] 44 5 3] R B S B 2 ) AN 4 A B B S IR
FTSL B REAN B o E o

2018-2020 % 5 £F WS HE B2 1 ik ) 4F 3 H 2018 4F 1 A 1
HH ZE 2020412 H31 H 1k > Sl 7] 22 20 1% BL AN ]
P IR A ) o REAEZE W iR v E R BB I N &
1E G FEE A Ty ) E A B R A B AT B
F14) 5 T 7 A M > T A O R B A N AR — B
A L TR A B AT R G E
T 95 BT T (1) 28 5 1% 38 I b TR BB R g
5 b TR FI) B A2 A AT o BB 52 IR T R KR B R
o> QI E#EE -



Pricing Policy

According to the 2018-2020 Trading Procurement
Agreement, the price at which the Group procures
products from SINOMACH Group shall all be
determined according to the following principles
(each a “Trading Procurement Pricing Policy”)
in such order: (i) the Government Prescribed Price;
(i1) the Government Guided Price; (iii) the Industry
Guided Price; (iv) the price determined through
tender offer or price bidding process involving
a member of SINOMACH Group and two or
more suppliers who are independent third parties;
and (v) should no suppliers be able to meet our
requirements, no offers or bids be received through
tender offer or price bidding process, or the offers or
bids obtained do not satisfy our tendering or bidding
requirements, the price shall be negotiated and
agreed between the relevant member of the Group
and the relevant member of SINOMACH Group
after having referred to the prices at which (x) the
relevant member of SINOMACH Group provides
the same or similar types of products to independent
third parties and (y) the relevant member of the
Group had historically received the same or similar
types of products from independent third parties
by comparing its historical transactions with two
or more independent third parties in the past three
years prior to entering into the current contemplated
transaction.

In relation to Trading Procurement Pricing
Policies (i), (ii) and (iii) above, as at the date
of this announcement, there are no applicable
Government Prescribed Price, Government Guided
Price and Industry Guided Price. Should any of
the Government Prescribed Price, the Government
Guided Price or the Industry Guided Price be
available in the future, the Company will make
appropriate public announcements to inform
the investors of the details of those policies as
applicable.
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Should Trading Procurement Pricing Policies (i),
(ii) and (iii) above under the 2018-2020 Trading
Procurement Agreement be applicable in the future,
they will adopt the Applicable Pricing Mechanism
(as disclosed on page 13 in this announcement).

In relation to Trading Procurement Pricing Policy
(iv) above, the Company has been implementing
a set of internal control procedures in connection
with its well-established Trading Business. All
bidding parties participating in the Company’s
trading procurement must be on the Company’s list
of qualified and reliable suppliers which is reviewed
by the functional departments responsible for the
trading and services business on a regular basis.
The relevant business manager is responsible for
convening a review team which will review the
tenders or biddings and conduct comprehensive
review based on aspects including but not limited to
technology, quality, commercial terms and offered
prices from the suppliers. Pursuant to the relevant
internal policies of the Company, depending on the
type and price of the relevant products, the result of
the assessment will be submitted to (i) the finance
department, the legal department and functional
departments in charge of relevant business, and/or
(i) the management, the deputy general manager,
the general manager, the chairman of the Board or
the Board for final review and approval.

Payment Terms

The proportion of the payment for each stage of the
transaction shall be determined after negotiation
between the relevant member of the Group and the
relevant member of the SINOMACH Group, based
on the specific situation and the implementation
progress of the receipt of products and it shall be
expressively agreed in detail in each individual
agreement to be entered into pursuant to the 2018-
2020 Trading Procurement Agreement.
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Except as disclosed above, all other material
terms and conditions of the 2018-2020 Trading
Procurement Agreement have remained unchanged.

The 2021-2023 Trading Procurement Agreement

As the 2018-2020 Trading Procurement Agreement
will expire on December 31, 2020, the 2021-2023
Trading Procurement Agreement was re-entered
into on November 19, 2020 by and between the
Company and SINOMACH to (i) extend the current
term of the 2018 Trading Procurement Agreement
for another three years to December 31, 2023, (ii)
further amend the material terms (if necessary),
and (iii) provide for new annual caps as further
described below. The proposed annual caps for the
years ending December 31, 2021, 2022 and 2023
for the trading procurement by the Group from
SINOMACH Group under the 2021-2023 Trading
Procurement Agreement are RMB200 million,
RMB200 million and RMB200 million, respectively.

Pricing Policy and Payment Terms

The pricing policy, payment terms and all other
material terms and conditions of the 2021-2023
Trading Procurement Agreement remained the same
as the 2018 Trading Procurement Agreement.

Historical Annual Caps and Historical
Transaction Values

The table below sets out the annual caps and actual
transaction values of the continuing connected
transactions under the 2018-2020 Trading
Procurement Agreement for the years ended
December 31, 2017, 2018, 2019 and the six months
ended June 30, 2020 and the year ending December
31, 2020 (only for annual cap).
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Transaction R%

Trading procurement by the Group B 1 B 4 2
from SINOMACH Group TR A IR
- Actual transaction values — BB 528
— Annual caps -EE LR

Proposed Annual Caps for 2021, 2022 and 2023
and Basis of Determination

The table below sets out the annual caps for the
transactions contemplated under the 2018-2020
Trading Procurement Agreement for the year ending
December 31, 2020 and the proposed new annual
caps for the years ending December 31, 2021, 2022
and 2023, respectively, under the 2021-2023 Trading
Procurement Agreement.

Transaction %
Trading procurement ZJ»‘% 1] e (o] e AR ]
by the Group from HEAT & T bR

SINOMACH Group
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The proposed new annual caps are calculated
after taking into account the following bases and
assumptions and on the principal assumptions that,
for the duration of the projected period, there will
not be any adverse change or disruption in the
global economic conditions, market conditions,
operation and business environment or government
policies which may materially affect the businesses
of SINOMACH Group and/or the Group:

the historical transaction amounts under the
2018-2020 Trading Procurement Agreement
disclosed above;

@)

(i) the nature of products required under the
specific contracts already signed or agreed
between members of the Group and members
of SINOMACH Group;

(iii) the products delivery dates under the relevant
trading contracts;

(iv) the expected increase in costs on
manufacturing the relevant products;

(v)  the expected increase in demand by the Group
for various products;

(vi) the estimated increase in the average
Market Prices for the relevant products
due to inflation and development of the
manufacturing and trading markets in the
PRC; and

(vii) the expected impact on the increment of the
transaction amounts based on the movement
of RMB against USD for 2018 and 2019 and
on the assumption that annual movement of
RMB against USD for the next three years
(2021-2023) would follow a similar trend.
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Reasons for and Benetfits of Re-Entering into the
2021-2023 Trading Procurement Agreement

The Group has an internal list of identified suppliers
who are able to provide various products to satisfy
the needs of the Trading Business from time to time.
Such list includes both members of SINOMACH
Group and other independent third parties, who
have been identified by the Group by reference
to their market reputation, prices and quality
of products which they offer and if applicable,
performance under previous engagements with the
Group. SINOMACH Group is a group of companies,
which has a long history of manufacturing various
products in the PRC and is renowned as being able
to produce high quality machinery and equipment,
especially those for electronic, energy, agricultural,
forestry and geology industries. In order to facilitate
the Trading Business and in view of the strong
manufacturing capacity of SINOMACH Group, the
Group has been sourcing various products from
SINOMACH Group for the Trading Business.
Furthermore, taking into account the long history
of cooperative relationship between the Group and
SINOMACH Group, the Group considers that the
2021-2023 Trading Procurement Agreement is able
to assure that the best quality products are available
for the Trading Business. Therefore, the 2021-2023
Trading Procurement Agreement is beneficial to the
Group and the development of the Trading Business.

52

ABFT2021- 2023 ZHRBELGZENEHARIE

A [ AR AT — O E B L E TS 42 B R (I RE R
HRENBMEFEESN > TMEB S EBN AR
T o B4 4% B A 1B K B T S H At L 5 =
Tr o AR 275 1 S5 1 T 4 DA R AR S AR Y
E R AEAS S B > DL (AN ) AR AR S
VEWRFI R BRMEE - BIEE &5 B2 EEREA
FE 45 R E O AR B ) SR N ) o S DA AR AR MR
FERRE &R LHAEET ~ B8R - B¥E - AKX
VR AT ZE T AR e T o B [ A 1Y)
AeiE K > MIEMER W > AEE—HAE Y ¥EY
] IR M A [ PR AR S o UBAL > B e ) A 4 [
[ A% 4 [ 1) AV BRI S AR K A [ FE £52021-
2023 2 5y BF W AE 28 1h ok v R AR BE B 26 T M A
R S o NI > 2021-2023 % 5 BF EAE 22 177 i
BRI AL ] B 5 RS8R -



B. 2021-2023 Trading Sales Agreement
Summary of the terms of the 2018-2020 Trading
Sales Agreement

Date
October 19, 2017

Parties

(I) The Company; and

(2) SINOMACH

Background and Material Terms

Pursuant to the 2018-2020 Trading Sales Agreement
and the historical transactions, the Group sold
various trading products to SINOMACH Group
under its Trading Business.

The 2018-2020 Trading Sales Agreement is a
framework agreement that comprises the general
terms and conditions upon which the Group shall
sell various products, including but not limited
to general materials, special equipment, food,
grain, feed and other crop products and agriculture
machinery and equipment, to SINOMACH Group.
Members of SINOMACH Group and members of
the Group may from time to time enter into detailed
agreements in respect of the specific products to be
provided by the Group, provided that the terms of
such detailed agreements shall not be inconsistent
with the terms of the 2018-2020 Trading Sales
Agreement. The actual products to be provided
by the Group shall be subject to such detailed
agreements entered into between the relevant
member of SINOMACH Group and the relevant
member of the Group from time to time.
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The 2018-2020 Trading Sales Agreement is for a
term commencing from January 1, 2018 and ending
on December 31, 2020 and may be renewed on
terms to be agreed upon by SINOMACH and the
Company. The 2018-2020 Trading Sales Agreement
(1) may be terminated by a non-defaulting party by
serving a written default notice to the defaulting
party stipulating the relevant breach and the
defaulting party having failed to remedy such
breach within a reasonable period after its receipt
of the default notice and (ii) shall be terminated
automatically if the performance of the transactions
contemplated thereunder will be in breach of
the requirements under the Listing Rules or the
necessary approvals required under the Listing Rules
or relevant waivers from the Stock Exchange cannot
be obtained.

Pricing Policy

According to the 2018-2020 Trading Sales
Agreement, the price at which the Group sell
trading products to SINOMACH Group shall be
determined according to the following principles
(each a “Trading Sales Pricing Policy”) in such
order: (i) the Government Prescribed Price; (ii)
the Government Guided Price; (iii) the Industry
Guided Price; and (iv) the price determined through
negotiation which will not be lower than the Market
Price.

In relation to Trading Sales Pricing Policies (i), (ii)
and (iii) above, as at the date of this announcement,
there are no applicable Government Prescribed
Price, Government Guided Price and Industry
Guided Price. Should any of the Government
Prescribed Price, the Government Guided Price
or the Industry Guided Price be available in the
future, the Company will make appropriate public
announcements to inform the investors of the details
of those policies as applicable.
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Should Trading Sales Pricing Policies (i), (ii) and
(iii) above under the 2018 Trading Sales Agreement
be applicable in the future, they will adopt the
Applicable Pricing Mechanism (as disclosed on page
13 in this announcement).

Since the trading products under the 2018-
2020 Trading Sales Agreement are essentially
merchandises available in the open market which
will be sourced by the Group, the Directors are of
the view that any transactions to be priced based on
Trading Sales Pricing Policy (iv) will be conducted
on normal commercial terms and in the interests of
the Company and the Shareholders as a whole.

Payment Terms

The proportion of the payment for each stage of the
transaction shall be determined after negotiation
between the relevant member of the Group and the
relevant member of the SINOMACH Group, based
on the situation and the implementation progress
of the provision of the products and it shall be
expressively agreed in detail in the individual
agreement to be entered into pursuant to the 2018-
2020 Trading Sales Agreement. The relevant
member of the Group shall issue corresponding
invoice promptly. In the event that the relevant
member of SINOMACH Group fails to make the
payment according to the time agreed upon under
the individual agreement, the relevant member of
the Group and the relevant member of SINOMACH
Group shall negotiate to offer appropriate grace
period and calculate the interest of the unpaid
payment during the grace period at the benchmark
interest rate published by the PBOC over the same
period.
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2021-2023 Trading Sales Agreement

As the 2018-2020 Trading Sales Agreement will
expire on December 31, 2020, the 2021-2023
Trading Sales Agreement was re-entered into on
November 19, 2020 by and between the Company
and SINOMACH to (i) extend the current term of
the 2018 Trading Sales Agreement for another three
years to December 31, 2023, (ii) further amend the
pricing policy and payment terms (if necessary), and
(iii) provide for new annual caps as further described
below. The proposed annual caps for the years
ending December 31, 2021, 2022 and 2023 for the
trading sales by the Group to SINOMACH Group
under the 2021-2023 Trading Sales Agreement are
RMB200 million, RMB200 million and RMB200
million, respectively.

Pricing Policy and Payment Terms

The pricing policy, payment terms and all other
material terms and conditions of the 2021-2023
Trading Sales Agreement remained the same as the
2018-2020 Trading Sales Agreement, except for
updated the payment terms to calculate the interest
on the unpaid payment during the grace period at the
loan prime rate published by the National Interbank
Funding Center.

Except as disclosed above, all other material terms
and conditions of the 2021-2023 Trading Sales
Agreement have remained unchanged.
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Historical Annual Caps and Historical
Transaction Values

The table below sets out the annual caps and actual
transaction values of the continuing connected
transactions under the 2018-2020 Trading Sales
Agreement for the years ended December 31, 2017,
2018, 2019 and the six months ended June 30, 2020
and the year ending December 31, 2020 (only for
annual cap).

Transaction R%

Trading sales by the Group to 7 1 i 2
SINOMACH Group ETE e
- Actual transaction values Y
- Annual caps —EE ER
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Proposed Annual Caps for 2021, 2022 and 2023
and Basis of Determination

The table below sets out the annual caps for the
transactions contemplated under the 2018-2020
Trading Sales Agreement for the year ending
December 31, 2020 and the proposed new annual
caps for the years ending December 31, 2021, 2022
and 2023, respectively, under the 2021-2023 Trading
Sales Agreement.

Transaction 5
Trading sales by the Group to ﬁ/% V] o ] A [
SINOMACH Group EATHE T B

The proposed new annual caps are calculated
after taking into account the following bases and
assumptions and on the principal assumptions that,
for the duration of the projected period, there will
not be any adverse change or disruption in the
global economic conditions, market conditions,
operation and business environment or government
policies which may materially affect the businesses
of SINOMACH Group and/or the Group:

the historical transaction amounts under
the 2018-2020 Trading Sales Agreements
disclosed above;

(@)
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(b) the nature of products required under the
specific contracts already signed or agreed
between members of the Group and members
of SINOMACH Group;

(c) the estimated increase in the average
Market Prices for the relevant products due
to inflation and development of the PRC
manufacturing and trading markets; and

(d) the expected impact on the increment of the
transaction amounts based on the movement
of RMB against USD for 2018 and 2019 and
on the assumption that annual movement of
RMB against USD for the next three years
(2021-2023) would follow a similar trend.

Reasons for and Benefits of Re-Entering into the
2021-2023 Trading Sales Agreement

The 2021-2023 Trading Sales Agreement is
expected to increase the revenue and profits of the
Trading Business and to expand the market share
in the international trading market if and when
any member of SINOMACH Group enters into
specific contracts with the Group and engages the
Group in providing products for them. Therefore,
the Group considers that the 2021-2023 Trading
Sales Agreement is beneficial to the Group and the
development of the Trading Business.
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C.  2021-2023 Integrated Services Agreement

Summary of the terms of the 2018 Integrated
Services Agreement

Date
October 19, 2017

Parties

(I) The Company; and

(2) SINOMACH

Background and Material Terms

Pursuant to the 2018-2020 Integrated Services
Agreement and the historical transactions, the Group
provided integrated services such as legal services,
exhibition and conference services, storage and
transportation services, tendering services, agency
services, property management services and design
services to SINOMACH Group in respect of the
business undertaken by SINOMACH Group.

The 2018-2020 Integrated Services Agreement is
a framework agreement that comprises the general
terms and conditions upon which the Group and
SINOMACH Group shall carry out the particular
type of transactions contemplated thereunder.
Members of SINOMACH Group and members of
the Group may from time to time enter into detailed
agreements in respect of the specific services to be
provided by the Group, provided that the terms of
such detailed agreements shall not be inconsistent
with the terms of the framework agreement. The
actual services to be provided by the Group shall
be subject to such detailed agreements entered into
between the relevant member of SINOMACH Group
and the relevant member of the Group from time to
time.
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The 2018-2020 Integrated Services Agreement is
for a term commencing from January 1, 2018 and
ending on December 31, 2020 and may be renewed
on terms to be agreed upon by SINOMACH and
the Company. Such framework agreement (i) may
be terminated by a non-defaulting party by serving
a written default notice to the defaulting party
stipulating the relevant breach and the defaulting
party having failed to remedy such breach within
a reasonable period after its receipt of the default
notice; and (ii) shall be terminated automatically if
the performance of the transactions contemplated
thereunder will be in breach of the requirements
under the Listing Rules or the necessary approvals
required under the Listing Rules or relevant waivers
from the Stock Exchange cannot be obtained.

Pricing Policy

According to the 2018-2020 Integrated Services
Agreement, the price at which the Group provides
integrated services to SINOMACH Group shall be
determined according to the following principles
(each an “Integrated Services Pricing Policy”) in
such order: (i) the Government Prescribed Price;
(ii) the Government Guided Price; (iii) the Industry
Guided Price; and (iv) the price determined through
negotiation which will not be lower than the Market
Price.

In relation to Integrated Services Pricing Policies
(i), (11) and (ii1) above, as at the date of this
announcement, there are no applicable Government
Prescribed Price, Government Guided Price
and Industry Guided Price. Should any of the
Government Prescribed Price, the Government
Guided Price or the Industry Guided Price be
available in the future, the Company will make
appropriate public announcements to inform
the investors of the details of those policies as
applicable.

61

2018-2020 %5 & MR B5HE Z2 1 ik A0 AF B 20184 1 A 1
HH 2 20204F12 H 31 H 1k > SMf ] 4 5 1% B AR 28 &)
P B PR K A - RZAEZE Wh ek vT AE R A IE IR AL
1 () FEEL T E A R B B AT A
) S5 TR A A - T 40 7 A 3 8 A 3 AR — B
A A N R TR A BRI AT s KRG E
T I8 BT T (1) 28 5 1% 8 I b T B BB A SR B
75 T R FI R A 1 0 T UL v B A8 BT 4% T 1) A B
%o I EE L -

JE B BOR

HRHE2018-2020%5% & M HEZE ok > A< 42 [ 1) (20
S8 B4R LS5 MROFS 1 B ZEURR 8 LA 1 AH BR U7 1
(K A—HHRERBEEEBEK) KE  1)EUN
EAE 5 GDBUNIEEAE 5 GiDITEIEEE 5 Rav) i
7] 7R T M AN A T S A A -

Ah Al SR A IR E EEBUR G) ~ Gi) X Gii) T - A
OB SR R EOR EAE ~ BUR 5 A K AT
SEFREAG o i H A& AT BUSAT ] BN B - BURF &
AT TG AT A RLIAE R A B A A €
G %A BUR RS o



Should Integrated Services Pricing Policies (i),
(ii) and (iii) above under the 2018-2020 Integrated
Services Agreement be applicable in the future, they
will adopt the Applicable Pricing Mechanism (as
disclosed on page 13 in this announcement).

Since the services to be provided under the
2018-2020 Integrated Services Agreement are
services that may ordinarily be provided by other
independent third parties and the price will not be
lower than the Market Price, the Directors are of
the view that any transactions to be priced based
on Integrated Services Pricing Policy (iv) will be
conducted on normal commercial terms and in the
interests of the Company and the Shareholders as a
whole.

Payment Terms

The proportion of the payment for each stage of the
transaction shall be determined after negotiation
between the relevant member of the Group and
the relevant member of the SINOMACH Group,
based on the situation and the implementation
progress of the provision of services and it shall
be expressively agreed in detail in the individual
agreement to be entered into pursuant to the 2018-
2020 Integrated Services Agreement. The relevant
member of the Group shall issue corresponding
invoice promptly. In the event that the relevant
member of SINOMACH Group fails to make the
payment according to the time agreed upon under
the individual agreement, the relevant member of
the Group and the relevant member of SINOMACH
Group shall negotiate to offer appropriate grace
period and calculate the interest of the unpaid
payment during the grace period at the benchmark
interest rate published by the PBOC over the same
period.
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2021-2023 Integrated Services Agreement

As the 2018-2020 Integrated Services Agreement
will expire on December 31, 2020, the 2021-2023
Integrated Services Agreement was re-entered into
on November 19, 2020 by and between the Company
and SINOMACH to (i) extend the current term
of the 2018-2020 Integrated Services Agreement
for another three years to December 31, 2023, (ii)
further amend the service scope, the pricing policy
and payment terms as further described below,
and (iii) provide for new annual caps as further
described below. The proposed annual caps for the
years ending December 31, 2021, 2022 and 2023 for
the provision of integrated services by the Group to
SINOMACH Group under the 2021-2023 Integrated
Services Agreement are RMB200 million, RMB200
million and RMB200 million, respectively.

Pricing Policy and Payment Terms

The pricing policy, payment terms and all other
material terms and conditions of the 2021-2023
Integrated Services Agreement remained the same
as the 2018-2020 Integrated Services Agreement,
except for the following adjustments:

(I) Updated the payment terms to calculate the
interest on the unpaid payment during the
grace period at the loan prime rate published
by the National Interbank Funding Center; and

(2) Supplemented property lease in the services

provided by the Group to SINOMACH Group.

Except as disclosed above, all other material terms
and conditions of the 2021-2023 Integrated Services
Agreement have remained unchanged.

Historical Annual Caps and Historical
Transaction Values

The table below sets out the annual caps and actual
transaction values of the continuing connected
transactions under the 2018-2020 Integrated
Services Agreement for the years ended December
31, 2017, 2018, 2019 and the six months ended June
30, 2020 and the year ending December 31, 2020
(only for annual cap).
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Transaction R%

Provision of integrated 75 8 o B 1 A
services by the Group PR G s
to SINOMACH Group
- Actual transaction values - ERZhEH
- Annual caps — LR

The aforesaid actual transaction values were
affected by various factors including (i) activities
and industry growth of the relevant businesses,
including design consulting services, conferences
and exhibitions, and tender agent in China; and (ii)
implementation progress in execution of integrated
trading business contracts between the Company and
connected parties.

Proposed Annual Caps for 2021, 2022 and 2023
and Basis of Determination

The table below sets out the annual caps for the
transactions contemplated under the 2018-2020
Integrated Services Agreement for the year ending
December 31, 2020 and the proposed new annual
caps for the years ending December 31, 2021,
2022 and 2023, respectively, under the 2021-2023
Integrated Services Agreement.

Transaction X5

Provision of integrated
services by the Group
to SINOMACH Group

PR AER G s

7B ] 1) 2 A A

For the years ended For the six months

December 31, ended June 30,
BZ1A3ALEE BZ6A30ALAER
2017 2018 2019 2020
W017% W018% W19%F 20205
(RMB millions)
(NREFET)
112.6 125.0 320 0.9
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The proposed new annual caps are calculated
after taking into account the following bases and
assumptions and on the principal assumptions that,
for the duration of the projected period, there will
not be any adverse change or disruption in the
global economic conditions, market conditions,
operation and business environment or government
policies which may materially affect the businesses
of SINOMACH Group and/or the Group:

the historical transaction amounts under the
2018-2020 Integrated Services Agreements
disclosed above;

(@)

(b) the nature of services required under the
specific contracts signed or agreed between
members of the Group and members of
SINOMACH Group;

(c) the expected increase in demand by
SINOMACH Group for the integrated
services;

(d) the estimated increase in the average Market
Prices for such integrated services due to
inflation and development of the Group’s
business relating to such integrated services;
and

(e) the expected impact on the increment of the
transaction amounts based on the movement
of RMB against USD for 2018 and 2019 and
on the assumption that annual movement of
RMB against USD for the next three years
(2021-2023) would follow a similar trend.
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Reasons for and Benetfits of Re-Entering into the
2021-2023 Integrated Services Agreement

The Group is qualified in providing various
integrated services, such as legal services, exhibition
and conference services, storage and transportation
services, tendering services, agency services,
property lease and management services and design
services, and is well-recognized with its experience
in providing such integrated services. SINOMACH
Group has therefore engaged the Group to provide
them with such integrated services. The 2021-
2023 Integrated Services Agreement is expected to
increase the revenue and profits of the Group, and
therefore the Group considers that the 2021-2023
Integrated Services Agreement is beneficial to the
Group and the development of the Group’s business
generally.

D. 2021-2023 Receipt of Integrated Services
Agreement

Summary of the terms of the 2018-2020
Integrated Services Agreement

Date
October 19, 2017

Parties

(i)  The Company; and

(i) SINOMACH

Background and Material Terms

Pursuant to the 2018-2020 Receipt of Integrated
Services Agreement, the Group would receive
integrated services, including but not limited to
exhibition and conference services, technological
research and development services, management
consulting services, design consulting services,
property leasing and management services in respect
of the services business from SINOMACH Group.
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The 2018-2020 Receipt of Integrated Services
Agreement is a framework agreement that comprises
the general terms and conditions upon which the
Group and SINOMACH Group shall carry out
the particular type of transactions contemplated
thereunder. Members of SINOMACH Group and
members of the Group may from time to time enter
into detailed agreements in respect of the specific
services to be received by the Group, provided that
the terms of such detailed agreements shall not
be inconsistent with the terms of the framework
agreement. The actual services to be received by the
Group shall be subject to such detailed agreements
entered into between the relevant member of
SINOMACH Group and the relevant member of the
Group from time to time.

The 2018-2020 Receipt of Integrated Services
Agreement is for a term commencing from January
1, 2018 and ending on December 31, 2020 and
may be renewed on terms to be agreed upon by
SINOMACH and the Company. Such framework
agreement (i) may be terminated by a non-defaulting
party by serving a written default notice to the
defaulting party stipulating the relevant breach and
the defaulting party having failed to remedy such
breach within a reasonable period after its receipt
of the default notice; and (ii) shall be terminated
automatically if the performance of the transactions
contemplated thereunder will be in breach of
the requirements under the Listing Rules or the
necessary approvals required under the Listing Rules
or relevant waivers from the Stock Exchange cannot
be obtained.
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Pricing Policy

Pursuant to the 2018-2020 Receipt of Integrated
Services Agreement and our internal control
measures as further described below in relation to
pricing policy, the price at which the Group receives
integrated services from SINOMACH Group
shall all be determined according to the following
principles (each a “Receipt of Integrated Services
Pricing Policy”) in such order: (i) the Government
Prescribed Price; (ii) the Government Guided
Price; (iii) the Industry Guided Price; (iv) the price
to be agreed upon by the relevant member of the
Group and SINOMACH or the relevant member of
SINOMACH Group, such that the price will not be
lower than the Market Price.

Payment Terms

Payment and settlement for transactions under
the 2018-2020 Receipt of Integrated Services
Agreement shall be subject to the specific terms on
timing and method of payment and settlement under
the separate agreements.

2021-2023 Receipt of Integrated Services
Agreement

As the 2018-2020 Receipt of Integrated Services
Agreement will expire on December 31, 2020, the
2021-2023 Receipt of Integrated Services Agreement
was re-entered into on November 19, 2020 by and
between the Company and SINOMACH, subject to
the approval by the Independent Shareholders, to (i)
extend the current term of the 2018-2020 Receipt
of Integrated Services Agreement for another three
years to December 31, 2023, (ii) further amend the
pricing policy and payment terms (if necessary), and
(iii) provide for new annual caps as further described
below. The proposed annual caps for the years
ending December 31, 2021, 2022 and 2023 for the
receipt of services and products by the Group from
SINOMACH Group under the 2021-2023 Receipt of
Integrated Services Agreement are RMB200 million,
RMB200 million and RMB200 million, respectively.
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Pricing Policy and Payment Terms

The pricing policy, payment terms and all other
material terms and conditions of the 2021-2023
Receipt of Integrated Services Agreement remained
the same as the 2018 Receipt Integrated Services
Agreement, except for the updated the payment
terms to calculate the interest on the unpaid payment
during the grace period at the loan prime rate
published by the National Interbank Funding Center.

Except as disclosed above, all other material
terms and conditions of the 2021-2023 Receipt
of Integrated Services Agreement have remained
unchanged.

Historical Annual Caps and Historical
Transaction Values

The table below sets out the annual caps and actual
transaction values of the continuing connected
transactions under the 2018-2020 Receipt of
Integrated Services Agreement for the years ended/
ending December 31, 2018, 2019 and 2020 (only for
annual cap).
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For the years ended/

Transaction 5 ending December 31,
BZ12A31BLLFE
2018 2019 2020
2018 20195 20204
(RMB millions)
(AR E o)
Receipt of integrated services by the AR [B] 457 B 1
Group from SINOMACH Group £ B4R kg
— Actual transaction values — BB h & - - -
— Annual caps — 4 ER 500 500 500
Proposed Annual Caps for 2021, 2022 and 2023 2021 - 2022F R2023FZZFELRRETE
and Basis of Determination X

The table below sets out the proposed annual caps
for the transactions contemplated under the 2018-
2020 Receipt of Integrated Services Agreement
for the years ending December 31, 2021, 2022 and
2023.
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Transaction 5
Receipt of integrated A £ ] 4 52 1 B
services by the Group B B4R A MR s

from SINOMACH Group

Reasons and Benefits of the 2021-2023 Receipt of
Integrated Services Agreement

The 2021-2023 Receipt of Integrated Services
Agreement allows the Group to subcontract part
of the Group’s service business. The Group has an
internal list of identified subcontractors who are
able to provide various integrated services to satisfy
the needs of the services business from time to time.
Such list includes both members of SINOMACH
Group and other independent third parties, who
have been identified by the Group with reference
to their market reputation, quality of integrated
services which they offer and if applicable,
performance under previous engagements with
the Group. The Group also at times chooses the
Group’s subcontractors through tendering process
if there is no appropriate subcontractor on the list
of identified subcontractors that can fulfill the
requirements of the Group. However, in view of the
fact that SINOMACH Group is a well-established
industry player with good reputation within the
services business market, which possesses strong
capacity and experience in the design consulting,
research and development of various services, the
Group has preference in sourcing relevant integrated
services from SINOMACH Group to benefit from
such technical strengths of SINOMACH Group.
Furthermore, taking into account the long history
of cooperative relationship between the Group and
SINOMACH Group, the Group considers that the
2021-2023 Receipt of Integrated Services Agreement
is able to enhance completion of the services
business undertaken by the Group at efficient
timing and with better quality. Therefore, the Group
considers that the 2021-2023 Receipt of Integrated
Services Agreement is beneficial to the Group and
the continuous development of its business.
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Years ending December 31,

BZ12A31BLLFE
2020 2021 2022 2023
2020  2021F  2022F  2023F
(RMB millions)
(AR o)
500 200 200 200

2021-2023Z Z 45 R HELL 153 19 B -1 R 37 65

2021-2023 4% 52 %5 A O35 HE 28 1h s i A 4 [ v 2 B2
A R 26 - AR N ERA — 10 i 2 1Y B 7 44
o SEMOUEARARMEE LS R - i
JEMRE B AREZ T o 5% 4% B A4 B A% 45 13 4 B
B AT S HA L S =07 > HAEE 2B WS
M RS IR - & - DL & (fnsi
F) R B A B A VERE R R BLE TS - WAL
KBEAE B 7 42 B LSRR BB 0 0 R - R AR
B8] R 4 AR A 0N o SR > RN I A
S8 B A RS 6055 T B B o0 35 HUBHE I 1472
SHLE > REERE KA > 7EnTE 30 W8 45 8
W IR A w58 > AR ) [ B A AR [ SR A
BRGSO IRES > UL B HEESE R - 1ok ZEF
7 5] B ) A A T ) S VR BRI AR AR EIRR
£492021-2023 3% 52 47 6 IR B HE B2 1 e {50 FRAM o K %
) IR 675 e e 3t S LR I B e SE A o R > A
R R £ 2021-2023 42 2 475 G IR B HE 22 1 sl A A
AR AL B DA AR SR T ST I R A AR R o



E. Listing Rules Implication

As disclosed above, SINOMACH is the Company’s
connected person and, therefore, the transactions
between the Group and SINOMACH Group
constitute connected transactions of the Company
under the Listing Rules.

As the highest applicable percentage ratio (other
than the profit ratio) is more than 0.1% but less than
5% for the proposed new annual caps in respect of
the 2021-2023 Trading Procurement Agreement,
the 2021-2023 Trading Sales Agreement, the 2021-
2023 Integrated Services Agreement and the 2021-
2023 Receipt of Integrated Services Agreement,
these four agreements and the proposed annual caps
in respect of the continuing connected transactions
contemplated thereunder are subject to the reporting
and announcement requirements but exempt from
the Independent Shareholders’ approval requirement
under Rule 14A.76(2) of the Listing Rules.
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H22021-2023 & 5 £k BEHE 22 1 36 ~ 2021-2023 &
5 B EAE SRR~ 2021-2023 456 IR HE 22 1 Mt
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F. Directors’ Opinion

The Directors (including the INEDs) confirm
that (i) the terms of the continuing connected
transactions under the 2021-2023 Trading
Procurement Agreement, the 2021-2023 Trading
Sales Agreement, the 2021-2023 Integrated
Services Agreement and the 2021-2023 Receipt
of Integrated Services Agreement (including the
annual caps thereunder) are fair and reasonable;
(ii) the continuing connected transactions under
the 2021-2023 Trading Procurement Agreement,
the 2021-2023 Trading Sales Agreement, the 2021-
2023 Integrated Services Agreement and the 2021-
2023 Receipt of Integrated Services Agreement are
on normal commercial terms or better and in the
ordinary and usual course of business of the Group;
and (iii) the continuing connected transactions under
the 2021-2023 Trading Procurement Agreement, the
2021-2023 Trading Sales Agreement, the 2021-2023
Integrated Services Agreement and the 2021-2023
Receipt of Integrated Services Agreement (including
the annual caps thereunder) are in the interests of
the Company and the Shareholders as a whole.

Save for Mr. BAI Shaotong, Mr. MA Jian, Mr.
ZHANG Zhiyu and Mr. WANG Yuqi, none of the
Directors (including the INEDs) holds management
position in SINOMACH Group (other than the
Company) or has any material interests in the
2021-2023 Trading Procurement Agreement, the
2021-2023 Trading Sales Agreement, the 2021-
2023 Integrated Services Agreement and the 2021-
2023 Receipt of Integrated Services Agreement
and the transactions thereunder and hence Mr. BAI
Shaotong, Mr. MA Jian, Mr. ZHANG Zhiyu and Mr.
WANG Yuqi have abstained from voting on such
board resolutions.
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450 RS HE 22 1 12 2021-2023 12 32 454 IR S HE 32
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IV. INFORMATION ABOUT THE

PARTIES
Information on the SINOMACH Group

SINOMACH is a state-owned company
established in accordance with the laws of the
PRC where the State-owned Assets Supervision
and Administration Commission of the State
Council of the PRC acts as its contributor. It
is the controlling shareholder of the Company.
SINOMACH Group is a diversified, international,
comprehensive equipment industrial group
committed to providing quality services globally.
SINOMACH Group’s two primary businesses focus
on equipment manufacturing business and modern
manufacturing service business, developed into five
main areas of equipment research and development
and manufacturing, technology research and
development, project contracting, trade and services,
as well as finance and investment. Its service scope
covers critical national economic fields including
machinery, energy, transportation, automobiles, light
industry, ship building, metallurgy, construction,
electronics, environmental protection, aeronautics
and astronautics. SINOMACH Group has more
than 300 overseas offices in over 100 countries and
regions around the world, with business covering
five continents. As at the date of this announcement,
SINOMACH directly and indirectly holds 77.99% of
the issued share capital of the Company.

Information on the Finance Company

The Finance Company is a company incorporated in
the PRC and was established and approved by the
CBRC in September 2003 as a non-bank financial
institution. The Finance Company is principally
engaged in the provision of financial services
including deposits taking, provision of loans,
underwriting of corporate bonds, as well as other
financial services such as finance leasing, financial
and financing consultation, credit certification and
related consultation and agency services, settlement
services, provision of letters of guarantee and letters
of credit, entrusted loan, handling bill acceptance
and discounting, and other financial services that
may be approved by the CBRC, to members of the
SINOMACH Group. According to the articles of
association of the Finance Company, in the event of
emergency situations where the Finance Company
has difficulty in payment, SINOMACH will increase
its capital to the Finance Company based on the
actual need for resolving the difficulty. As at the
date of this announcement, SINOMACH directly
and indirectly owns 84.36% equity interests of the
Finance Company.
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Information on the Group

The Company is a joint stock company with limited
liability incorporated in the PRC. The Group is an
international engineering contractor and service
provider with a primary focus on EPC projects and
particular expertise in the power sector, capable
of providing one-stop customized and integrated
engineering contracting solutions and services. The
engineering contracting solutions and services that
the Group provides include preliminary project
consultation, financing solutions for projects,
project design, procurement, logistics, construction,
installation, commissioning and related works, in a
combination of any of the above services in keeping
with the needs of the project owners.

V. DEFINITIONS

In this announcement, unless the context otherwise
requires, the following terms shall have the
respective meanings set out below:

FRAEENER

AN ) J5 T o B A RS ) BB AT PR ) o AR S A
o B TR R LT S IR s R - B HE R EPC
JEH > R R E S REIRATSE > REA R It — kX
W AR TR AR T 5 s o A SRR A T
FER AT 5 BB (A w020 TH H RERS ~ RVE T3
THH et > BREE -~ WU i 2 SRl AR B
THE > Fia L AL AT A5 DL 2 T B A N1
G

V. EB=

A > B SC H BTSN > T B ELAT LA
T -

“2018-2020 Financial
Services Agreement”

[2018-2020 4 Fill IR %5
SX@EE

“2018-2020 Integrated
Services Agreement”

[2018-202045 4 IR #5
HEZE i 7k |

“2018-2020 Provision of
Engineering Services
and Products

Agreement”
[2018-2020£2 44t T FE AR
1 it HE 22 17 vk

“2018-2020 Receipt of
Engineering Services
and Products

Agreement”
[2018-2020%% % TR AR
A1 i HE 22 1 o

an agreement amending the New Financial Services Agreement dated
October 19, 2017 entered into by and between the Company and the
Finance Company

AN T B ES A AR 201745 10 H 19 H 3T 52 BB 7T #1 <6 MlIRBS & 1 s
s 0 ok

an agreement amending the Renewed Integrated Services Agreement
dated October 19, 2017 entered into by and between the Company and
SINOMACH

A% w BB 2017 4F 10 H 19 F AT S2 A ERT 5T 454 MBS HE 282 16
9 B

an agreement amending the Renewed Provision of Engineering Services
and Products Agreement dated October 19, 2017 entered into by and
between the Company and SINOMACH

A A LB AR 2017 5510 H 19 H 5157 A8 57 5 5T 42 43 TR AR08 /=
o HE B 7 vk 110 T ke

an agreement amending the Renewed Receipt of Engineering Services

and Products Agreement dated October 19, 2017 entered into by and
between the Company and SINOMACH

Ay w] BB R 2017 4E 10 H 19 H 5T 57 W B 5T B 5T # % TR AR B A =
o HE B 17 7 110 T vk
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“2018-2020 Receipt of
Integrated Services
Agreement”

[2018-20204% % &3 ik B5
HE 28 f k|

“2018-2020 Trading
Procurement
Agreement”

[2018-2020 & %) 1% i
HE ZE 17h k|

“2018-2020 Trading Sales
Agreement”

[2018-2020'%& &) 8
HEZE Hoh |

“2021-2023 Financial
Services Agreement”

[2021-2023 4 M iR %5 & 1
foh e |

“2021-2023 Provision
of Engineering
Services and Products

Agreement”
[2021-2023 $2 it TA2 A #5
0 7E it HE 42 1o o

“2021-2023 Receipt
of Engineering
Services and Products
Agreement”

[2021-2023 %% TFERBS
A1 i HE 22 17 5

“2021-2023 Receipt of
Integrated Services
Agreement”

[2021-2023 5% &3 IRk B5
HE 28 if k|

“2021-2023 Trading
Procurement
Agreement”

[2021-2023 & 5 FF HEAHE 22
foh e |

il

an agreement amending the Renewed Receipt of Integrated Services
Agreement dated October 19, 2017 entered into by and between the
Company and SINOMACH

AN m BB R 2017 4F 10 A 19 HRTSL B RT 2 AT 4% 45 5 R B5 HE 28
k1

an agreement amending the Renewed Trading Procurement Agreement
dated October 19, 2017 entered into by and between the Company and
SINOMACH

AN W) B AR 2017 4F 10 A 19 H AT 52 BB 5T 55T 5 o) BR W AE 22 1 ok
¥ Hoh

an agreement amending the Renewed Trading Sales Agreement dated
October 19, 2017 entered into by and between the Company and
SINOMACH

A% w) B B A 2017 4E 10 A 19 H AT 32 A8 5T 55T 52 o) 85 B HE 22 1 ok
9 Hoh

an agreement amending the 2018-2020 Financial Services Agreement
dated November 19, 2020 entered into by and between the Company
and the Finance Company

Ay A BRLEABS 8 W) 2020 4F 11 19 H §1 52 B9E §12018-2020 46 il IR 75
XA TS

an agreement amending the 2018-2020 Provision of Engineering
Services and Products Agreement dated November 19, 2020 entered
into by and between the Company and SINOMACH

Ay A BEE AR 20204F 11 A 19 H 5T 32 1B 5T 2018-2020 £2 £ T2 AR 15
R ZE i HE B2 T e 1) T v

an agreement amending the 2018-2020 Receipt of Engineering Services
and Products Agreement dated November 19, 2020 entered into by and
between the Company and SINOMACH

AN F) BB AR 20204F 11 A 19 H #5152 B EFT2018-20204% %7 TR R #S
0 A 2 1

an agreement amending the 2018-2020 Receipt of Integrated Services
Agreement dated November 19, 2020 entered into by and between the
Company and SINOMACH

A w] B R 2020 4F 11 H 19 H #TSZ BB 2018-2020 832 £ 45 IR BS
HE S Tih e 1Y B ik

an agreement amending the 2018-2020 Trading Procurement Agreement
dated November 19, 2020 entered into by and between the Company
and SINOMACH

Ay w) BB R 2020 4F 11 A 19 H 8T 52 HYERT 2018-2020 5 57 £R B HE 2R
T e 1O T
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“2021-2023 Trading
Sales Agreement”

[2021-2023 8 %) &
HEZE foh ik |

“2021-2023 Integrated
Services Agreement”

[2021-2023 455 B
HE S 1oh ik |

“2020 Third EGM”

[2020 458 = Wk fifs IRF
K & |

“Audit Committee”
EaEd--a

“Board”
Ex 54

“business day”
[ H ]

“CBRC”
[ o 1 ey

“Company”

[ A2 F]

“controlling shareholder”

[ 42 BB |

an agreement amending the 2018-2020 Trading Sales Agreement dated
November 19, 2020 entered into by and between the Company and
SINOMACH
A% ) B 7 202047 11 A 19 H #TSL A RT2018-2020 % 5 8 5 HE S
8t

an agreement amending the 2018-2020 Integrated Services Agreement
dated November 19, 2020 entered into by and between the Company
and SINOMACH

A A BLE #2020 4F 11 H 19 H #TS2 A9 12 512018-2020 45 4 IR B HEZE
ke s

the 2020 third extraordinary general meeting of the Company to be held
at the Meeting Room, CMEC Building, No. 165 Jinze Road, Fengtai
District, Beijing, the PRC at 9:00 a.m. on Friday, December 18, 2020
AN FR20204E 12 4 18 H CRMAH) 27 JURE IE R h B 4L 5l 1 &
[i7 <5 35802 165 505 A i 4 1 K L e 5 B AT Y 2020 4 58 = IR Ry JBC SRR
oy

=

the audit committee of the Board of the Company

ARl ERGHTTRAT

the board of Directors of the Company
AN FERE

a day on which banks in the PRC are generally open for business
(excluding public holidays, Saturdays and Sundays)

R Y SRAT — B SE 2 H R AR R ~ BN REITH)

China Banking Regulatory Commission (B SR1T£ B BHE M & B &)
MR RAT R E R E LAY

China Machinery Engineering Corporation®* (B #M % A2 A 0>
AR 7)), a joint stock company with limited liability incorporated in
the PRC on 18 January 2011, and except where the context indicates
otherwise, includes (i) our predecessors and (ii) with respect to the
period before our Company became the holding company of its present
subsidiaries, the business operated by it and its present subsidiaries or
(as the case may be) its predecessors

B A TAR A IR A W] — KR 2011471 4 18 H 76 H B GE A
WAL HI AR A R R 5 BRIESCE DA e - B RS « () FRAM A A &
Fe (i) A 2 )R 2 B IRy S J > W) B A e IR R T S o K K
JFCH IR B g 2w B (R DT ) G i B K8 19 26 5

has the meaning ascribed thereto under the Listing Rules and in this
context, refers to SINOMACH
HA BRI BT Z 038 > AR 28 1 B4 I
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“Core Sectors”

REARGES

“Deposit Services”

[ s |

“Director(s)”

[FEH

“Entrusted Deposits”

ETEE

“Entrusted Loan Services”

[ ZRt &R |

“Entrusted Loans”

[ Zet &K

“EPC” or “turnkey”

[EPC ] Bl [ 2C3 Rt |

the core sectors of the Group’s International Engineering
Contracting Business, which are the power sector, transportation and
telecommunications sector

A B2 B Y (B % TR R 0 S R A% DA SE 5 TR T BB IRAT 3 - S0 i 1
AT

the deposit-taking services for current deposits, call deposits, 7-day
deposits and time deposits (3-month, 6-month and 1-year) provided by
the Finance Company to the Group under the New Financial Services
Agreement and the 2018-2020 Financial Services Agreement

S5 % AR 0T < RIS A A W ek 2% 2018-2020 <l IR 455 5 1 Tih sk 1)
A [ 4 A B B K~ Wb AR K 7 R A R S E A K (BT BR 73
A 3~ 6ff 7 K 14 ) 55 25 M R B2 52 A7 OIS

director(s) of the Company

EN/N

the entrusted deposits provided by the Group to the Finance Company
under the New Financial Services Agreement and the 2018-2020
Financial Services Agreement, as applicable

7S A T AR 7 Y ) 50 < AR 55 5 A 15 o S2 2018-2020 < il AR 55 5 1 i
e 1) JABS 2 ) SR A A 2R 5T A7 K

the services relating to the lending of the Entrusted Loans under the
New Financial Services Agreement and the 2018-2020 Financial
Services Agreement, as applicable

BRLAR 5 28 ) ) B < AR 5 17 17 7 S 2018-2020 46 il AR 755 5 A ok 114
&= wT & B 14 AR 5

the full amount of the Entrusted Deposits lent by the Finance Company
to the relevant member(s) of the Group designated by the Group under
the New Financial Services Agreement and the 2018-2020 Financial
Services Agreement, as applicable

SRS % ) AR R Y 458 < R S 1 T ek . 2018-2020 4 A IR 5 A 1
T e B T 7 5 B i S 1A 4R R B B R R RE A AR R

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 labour or
by subcontracting part or all of the project work, and be responsible for
the quality, safety, timely delivery and cost of the project

RE PR BB - RURE M2 H A AR REET 8GR - &
W~ e T Ml TEFTHEH TAE > SR 925 (M 2 78 8 K £ 7%
ARG NB S B S AEA TR - WRIEANEE - %4
T KA B R
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“Finance Company”

[ A5 A ]

“Government Guided
Price”

[ BUR 46 E 18

“Government
Prescribed Price”

[ U & 3 ]

“Group”
[ AL

“Hong Kong”
[ it |

“Independent Board
Committee”

(oL E R

i
mﬁ?

“Independent
Shareholders”

[ 7 R

SINOMACH Finance Co., Ltd. (BI#M %A REIT/AF]), a company
approved to be established in the PRC by the CBRC as a non-
bank financial institution in September 2003, and a subsidiary of
SINOMACH which directly and indirectly owns its 84.36% equity
interests

I 4 5 PR B A 20 o A e R AL A A 2003 49 H AE H B AT
B TR SRAT < PR - B o BB (R M AT W L 84.36 % JBCHE ) Y It
B2

the price for a particular type of service or product which may be
determined by the parties to a transaction within the price range as
provided under the laws, regulations, decisions or orders promulgated
by the central government, provincial government or other regulatory
authorities in the PRC

Hy A B R B B AR EROR B A B AR AR P kR iR R
E ~ i BB B MBS B A — E W BE I AT H 52 B BE T ATl RE
E’Jf‘ﬂ‘%

the price for a particular type of service or product as determined by

the laws, regulations, decisions or orders promulgated by the central

government, provincial government or other regulatory authorities in

the PRC

EEPIEPH%@UH B AR ERR BCHC A B AR AR P A R IR - IR
~ i A BB R R B i A T (E AR

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

A E K (BR IR S5 A7 g ) HL P A7 Wi g 2 )

the Hong Kong Special Administrative Region of the PRC
H B A s o AT LR

an independent committee of the Board composed of all INEDs, namely
Mr. LIU Li, Ms. LIU Hongyu, Mr. FANG Yongzhong and Mr. WU Tak
Lung, and formed to advise the Independent Shareholders in relation
to the Non- exempt CCT Agreements as well as the fairness and
reasonableness of the Non-exempt Annual Caps

A B A B B A A EEILXEJ%D%U&T Y H B ERE
BAFEH > B B R At R LB L E R R R e > AR
Lot F A K E%%Jﬁﬁ'ﬁélz BIALT 4t~ 7K B SeE S R B RE
Jer

the Shareholders who are not required to abstain from voting on the
resolution(s) for approving the proposed resolutions in the 2020 Third
EGM under the Listing Rules

R4 L T R ) 48 2B A T 2020 4F 27 = U Bl L5 BB SRR 8 b A TR i 58
TR B SR B R
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“independent third
party(ies)”

[ L% =77 |

“Industry Guided Price”

“INEDs”
[ IR AT

“Listing Rules”

[ _E TR

“Market Price”

[

“NED”
[IEATE S

“New Financial
Services Agreement

”

[ < Al IR 5 5 11 Tih ok |

“Non-exempt Annual
Caps”

[ K B A R

j:b

j:b

5]

an individual or a company who is not connected with (within the
meaning of the Listing Rules) any Directors, chief executive or
substantial shareholders of the Company, its subsidiaries or any of their
respective associates

SAAR N 7] S FURR 22 Rl AE A 3 2~ A7 BUAR R el T B R s AT ] 4%
EEBLE PN b e i TG OE (PN /N

the price for a particular type of service or product which may be
determined by the parties to a transaction within the price range as
issued by an industry association

F AT 2 B 3 A 1) 36 BRI A5 B i A — 7 R MG i R 7T iy 2 5
77 B AT HEE I (E A%

the independent non-executive Directors of the Company

A RS IF AT S

the Rules Governing the Listing of Securities on the Stock Exchange, as
amended from time to time

WA BT 7 B TRRAN - BB T

the price to be determined in accordance with the prevailing price being
charged by two or more independent third parties for the past three
years prior to entering into the current contemplated transaction in the
ordinary course of business for providing a particular type of products
in the place of provision or its nearby regions, the information of which
the Group will collect and monitor regularly as part of its day-to-day
operational procedures

Fiz RS it 1) it 3t B BRI i [ 7E L 1 S AE 2 1 DL SR B R
EE it PR T 44 B DL B8 ST 2 =07 TR RT SL O AT BEED T 52 B AT 1E = AR iy
AT ) A i R A AR TG o 9 A A B e S R B H
A A TP — AR

the non-executive Director of the Company

RRFIFERATES

the new financial services agreement dated November 14, 2014 entered
into by and between the Company and the Finance Company to
replace the Financial Services Agreement which will be automatically
terminated once the New Financial Services Agreement becomes
effective

AN F) BTSN )R 20 1445 11 14 B 5T 759 4 IR & 16 Th sk - L
SO 17 07 <6 Tl PR 45 Wi ol — S8 A 20048 18 38 4 L 1 < Pl R 75 65 1 o
[

the proposed annual caps for 2021, 2022 and 2023 in relation to the
2021-2023 Provision of Engineering Services and Products Agreement,
the 2021-2023 Receipt of Engineering Services and Products Agreement
and the Deposit Services under the 2021-2023 Financial Services
Agreement

A7 B 2021-2023 4 {4 TR R85 A2 i HE 22 16k > 2021-2023 5% T A2
B 0 it HE B B o B AR 98 202 1-202.3 48 Bl IR BS A 1 T ok 2 A3 A7 IR 75
(12021 ~ 20224F % 2023 4F 19 @ a4 B B
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“Non-exempt CCT
Agreements”

[ M H B e
JoR 7252 5 W ik |

“Nomination Committee”

(e Zaq]

“Operation and Risk
Management
Committee”

(e R EREELZA g

“Opus”

(A |

“PBOC”

[ N RERAT

“percentage ratio(s)”
(B ]

“PRC or China”

[

“RMB”

PN

“SFO”

[t M B A
“Share(s)”

[ e ]

“Shareholder(s)”
Nila 8

the 2021-2023 Provision of Engineering Services and Products
Agreement, the 2021-2023 Receipt of Engineering Services and
Products Agreement and the 2021-2023 Financial Services Agreement,
collectively

2021-2023 2 44E TF2 AR A ZE S AHE 22 1h ik ~ 2021-2023 32 %2 LREARTE AN
A ZE 1k 12 2021-2023 4 Rl IR 55 E i i) 5 F

the nomination committee of the Board of the Company
AAFERFRAZAE

the operation and risk management committee of the Board of the
Company

AprERGHEEHEREEEZAE S

Opus Capital Limited (8] &AM /AF]), a corporation licensed
to conduct Type 1 (dealing in securities) and Type 6 (advising on
corporate finance) regulated activities under The Securities and Futures
Ordinance (Cap 571 of the Laws of Hong Kong) as amended from time
to time, being the independent financial adviser to the Independent
Board Committee and the Independent Shareholders

RAlEMEARAR > — B FE LI S71 5 & 7% L B (8
AEHERT) FZ B 18 GEFCS) REF 6l UMM gt ) 2
FUETE B 2 Fr A F - S 38 55 2 B MO ST OR 2 8 ST S S e )

the People’s Bank of China ({7 A R4R1T)
W] N RERAT

the ratio(s) set out in Rule 14.07 of the Listing Rules to be applied for
determining the classification of a transaction under the Listing Rules

bR RIS 14.07 45 B s R e 2 TR RIS 52 5 B B4 O LR

the People’s Republic of China excluding, for the purpose of this
announcement only, the Hong Kong Special Administrative Region of
the PRC, the Macao Special Administrative Region of the PRC and
Taiwan region, China

i NRILFE A A ST S o A EAE B R AT B~
5 R FY A A BB B 9 ¥ s

Renminbi yuan, the lawful currency of the PRC

ANRMTE > ik E R

the Securities and Futures Ordinance (Chapter 571 of the laws of Hong
Kong), as amended from time to time

Tl i 1571 B30 % S B ) (KR BEAET)

share(s) in the share capital of the Company, with a nominal value of
RMB1.00 each, including the Domestic Shares and the H Shares
AR A A v g SR TN R 1.00 T 2 Iy - B 4E TR E IR S H

holder(s) of the Share(s)
G EEREPN
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“SINOMACH” China National Machinery Industry Corporation® (7 [E b T.2£ 45 [#]
HFR2AF, a state-owned enterprise established in the PRC on May 21,
1988, the controlling shareholder of the Company

[ | 5 PRI TR EA RN R - R 198845 H 21 H A& A B sz Y B A 4
% o AR R EEBUBOR

“SINOMACH Group” SINOMACH and its subsidiaries, which for the purpose of this
announcement excludes the Group
[ 12 A% £ ] 8 BB HME A A > A S i S AN S A R
“Stock Exchange” The Stock Exchange of Hong Kong Limited
[ B 52 T | & FHEBGZSITARA R
“Strategy and the strategy and development of the Board of the Company
Development
Committee”
[ B B Bt 2 B 6 & AQFEFRGRENEEEREZS G
“subsidiary(ies)” has the meaning ascribed thereto under the Listing Rules
[ Bt Jag 2~ ] | 8 BA LW T 2 e
“Supervisory Board” the supervisory board of the Company
[Bizgr | &8 ALFEFRg
“Trading Business” the international and domestic trading business conducted by the Group
[ 7 2675 | & AR EIELT AR PR R B 5 SE S
“USD” United States dollars, the lawful currency of the United States
[t 5 REEEEWET
“%” per cent.
[ % | &8 AL
By order of the Board K E H ey
China Machinery Engineering Corporation* hFEMEREIEROEBEAR
BAI Shaotong HHE
Chairman SEE
Beijing, the PRC, November 19, 2020 FEIEE > 2020411 H19H

As at the date of this announcement, the executive JRKNINEHRT > Hi7EF LG T ZEKE4 5 75
Director is Mr. FANG Yanshui; the non-executive 325 147 56/E ~ EEUEA ~ JRIGFIE4E R T EH
Directors are Mr. BAI Shaotong, Mr. MA Jian, 54 ; IR 7 IFEFTEF LB 54~ BRI FL
Mr. ZHANG Zhiyu and Mr. WANG Yugqi; and the -~ 77K B 554 Jé B 7EgE 4 o

independent non-executive Directors are Mr. LIU

Li, Ms. LIU Hongyu, Mr. FANG Yongzhong and

Mr. WU Tak Lung.

*  For identification purposes only * fEAEEE R
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