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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RESULTS ANNOUNCEMENT BE2020F51283181LFE
FOR THE YEAR ENDED ZEENE
31 DECEMBER 2020
2020 ANNUAL RESULTS HIGHLIGHTS 200F 2 FXEERE

. Revenue amounted to RMB19,100.2
million, representing a decrease of
RMB9,248.1 million or 32.6% from
RMB28,348.3 million for the year ended 31
December 2019.

. Gross profit amounted to RMB3,673.4
million, representing a decrease of
RMB1,158.0 million or 24.0% from
RMB4,831.4 million for the year ended 31
December 2019.

. Profit from operations amounted to RMB
1,764.1 million, representing a decrease
of RMB193.2 million or 9.9% from
RMB1,957.3 million for the year ended 31
December 2019.

. Net profit attributable to owners of the
parent amounted to RMB1,186.6 million,
representing a decrease of RMB1,006.9
million or 45.9% from RMB2,193.5 million
for the year ended 31 December 2019.

. The Board has resolved not to recommend
the payment of a final dividend.
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The Board is pleased to announce the following
audited consolidated results of the Group for the
year ended 31 December 2020, together with the
comparative figures for the year ended 31 December
2019 for comparison. The results of the Group
were prepared based on the consolidated financial
statements, which were prepared in accordance
with IFRS issued by the International Accounting
Standards Board and the disclosure requirements of
the Hong Kong Companies Ordinance.
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CONSOLIDATED STATEMENT OF

PROFIT OR LOSS
Year ended 31 December 2020

REVENUE
Cost of sales

Gross profit

Other revenue

Other income, net

Selling and distribution expenses

Administrative expenses

Impairment losses on financial and
contract assets, net

Other operating expenses

PROFIT FROM OPERATIONS

Finance income
Finance expenses

Net finance (expense)/income

Share of profits and losses of:
Joint ventures
Associates

PROFIT BEFORE TAX

Income tax

PROFIT FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE
PARENT

Basic and diluted (RMB)
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2020 2019

2020 F 20194F
RMB’ 000 RMB’ 000
ANEMTFT ANRETIT
(Restated)

(Tl )

19,100,165 28,348,250
(15,426,795)  (23,516,827)
3,673,370 4,831,423
52,363 40,991
175,835 31,826
(666,207) (1,112,971)
(1,117,740) (1,426,029)
(346,856) (387,595)
(6,704) (20,385)
1,764,061 1,957,260
517,392 789,570
(936,874) (134,490)
(419,482) 655,080
20,240 27,825
213,082 198,520
1,577,901 2,838,685
(377,655) (638,422)
1,200,246 2,200,263
1,186,591 2,193,493
13,655 6,770
1,200,246 2,200,263

29 cents (2)

53 cents (%)




CONSOLIDATED STATEMENT OF &#tFekzxsk
COMPREHENSIVE INCOME

Year ended 31 December 2020 # 220204 121 31 H IFF &
2020 2019
2020 F 2019%4F
RMB’ 000 RMB’ 000
ARMFrT ARWETT
(Restated)
(Haf)
PROFIT FOR THE YEAR F Rz A 1,200,246 2,200,263
OTHER COMPREHENSIVE Hfpfra (B8), K
(LOSS)/INCOME
Other comprehensive income that will AR 4 1 TH) AN BE 21 0
not be reclassified to profit or loss in HETE £ Y HAL SR A UkcaR -
subsequent periods:
Remeasurement of defined benefit HOHT T BE A7 i 7R 5
obligations (28,530) (5,480)
Equity investments designated at fair DA A fEE R H )
value through other comprehensive it A AR G i 4 7Y
income R HESLE 59,966 56,412
Share of other comprehensive income of i) il=g/Nc|
associates HAh%E A o 1,036 25,363
Net other comprehensive income that will — FA & 4 HA W] AN REHE /0
not be reclassified to profit or loss in A Y HAb AR &
subsequent periods Wi A 1 AR 32,472 76,295
Other comprehensive loss that may be A A S T BE E 0 S
reclassified to profit or loss in subsequent HETE £ Y HA SR A 518
periods:
Exchange differences on translation M5 g ST B 2w Y
of financial statements of overseas T 75 R A A 1Y
subsidiaries [ 50, 5 B (169,684) (8,545)
Net other comprehensive loss that may be AR A 1A TH] g 27081
reclassified to profit or loss in subsequent HETE i ) HAL AR A
periods R TR (169,684) (8,545)
OTHER COMPREHENSIVE (LOSS)/ FNHARL S ()~
INCOME FOR THE YEAR, NET OF W g (FHBRBIIH)
TAX (137,212) 67,750
TOTAL COMPREHENSIVE INCOME S R&GEWHEE
FOR THE YEAR 1,063,034 2,268,013
Attributable to: BEERN
Owners of the parent IS Y/NEIE FEPN 1,061,652 2,260,297
Non-controlling interests FEPE I M A 1,382 7,716
1,063,034 2,268,013




CONSOLIDATED STATEMENT OF &t iknE
FINANCIAL POSITION

31 December 2020 20204 12H31 H

31 December 31 December

2020 2019
20204 20194
12A31H 12H31H
RMB’ 000 RMB’ 000
ARMEFT ANRETIL
(Restated)
(HHk)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment W ~ Wk St 2,706,107 2,495,207
Investment properties gk 615,103 632,593
Right-of-use assets AR E A 1,761,829 1,806,626
Intangible assets Y & 444,182 440,556
Investments in joint ventures HEENFNEE 418,639 405,798
Investments in associates ek /NI EC S < 1,509,785 1,368,578
Trade and other receivables B 5y T HoAth JE Wi IH 5,703,364 6,537,503
Deferred tax assets PR SERL T E 676,556 655,243
Equity investments designated at DA oM (w2 H 3 E)
fair value through At A A AR 5 U A AY
other comprehensive income R & 631,418 550,659
Total non-current assets FRBEELE 14,466,983 14,892,763
CURRENT ASSETS REBEE
Inventories Peasy 540,903 466,795
Trade and other receivables & 5 T HoAth FE i 21 I 11,528,102 10,638,033
Contract assets A IRE E 4,644,301 5,205,445
Financial assets at fair value Phos B B )
through profit or loss Al AR S 1Y <5 A A 157,543 176,780
Restricted deposits 2 FR il 77 3K 1,307,488 1,231,226
Time deposits with original Ji b A F R = A A )
maturity over three months E A 3,545,228 5,825,624
Cash and cash equivalents B KBS E Y 14,828,680 15,563,218
Total current assets REEEHATE 36,552,245 39,107,121




CONSOLIDATED STATEMENT OF

FINANCIAL POSITION(CONTINUED)

31 December 2020

CURRENT LIABILITIES
Borrowings

Contract liabilities

Trade and other payables
Lease liabilities

Defined benefit obligations
Tax payable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Borrowings

Trade and other payables

Lease liabilities

Defined benefit obligations
Deferred tax liabilities

Total non-current liabilities

Net assets

EQUITY
Issued capital
Reserves

Total equity attributable to
owners of the parent

Non-controlling interests

Total equity
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31 December 31 December

2020 2019
2020 F 20194F
12H31H 12H31H
RMB’ 000 RMB’ 000
ANE¥Tr ANRWEFIT
(Restated)

(FE k)

757,531 444,218
12,534,339 13,620,421
17,377,106 19,650,242
36,443 27,854
45,120 43,490
146,913 466,301
30,897,452 34,252,526
5,654,793 4,854,595
20,121,776 19,747,358
149,093 111,087
879,374 870,867
32,296 36,378
597,296 586,457
153,296 108,829
1,811,355 1,713,618
18,310,421 18,033,740
4,125,700 4,125,700
14,071,756 13,769,319
18,197,456 17,895,019
112,965 138,721
18,310,421 18,033,740




NOTES TO FINANCIAL STATEMENTS
31 December 2020

1.

STATEMENT OF COMPLIANCE

These financial statements have been prepared
in accordance with International Financial
Reporting Standards (“IFRSs”), which comprise
all standards and interpretations approved by the
International Accounting Standards Board (the
“TASB”). These financial statements also comply
with the applicable disclosure provision of the
Rules Governing the Listing of Securities on the
Main Board of the Stock Exchange of Hong Kong
Limited (the “HKSE”). The Group has adopted all
those new and revised IFRSs that are first effective
for the accounting period beginning 1 January
2020 in preparing the financial statements for the
year ended 31 December 2020. The Group has not
early adopted any new and revised IFRSs that are
not yet effective.

BASIS OF PREPARATION

These financial statements have been prepared in
accordance with International Financial Reporting
Standards (“IFRSs”), which comprise all standards
and interpretations approved by the International
Accounting Standards Board (the “IASB”), and
the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared
under the historical cost convention, except for
derivative financial instruments which have been
measured at fair value, financial assets at fair value
through profit or loss (“FVTPL”) and financial
assets at fair value through other comprehensive
income (“FVOCI”). These financial statements are
presented in Renminbi (“RMB”) and all values
are rounded to the nearest thousand except when
otherwise indicated.

Basis of consolidation

The consolidated financial statements include
the financial statements of the Company and
its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2020.
A subsidiary is an entity (including a structured
entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is
exposed, or has rights, to variable returns from its
involvement with the investee and has the ability
to affect those returns through its power over the
investee (i.e., existing rights that give the Group
the current ability to direct the relevant activities
of the investee).
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When the Company has, directly or indirectly, less
than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and
circumstances in assessing whether it has power
over an investee, including:

(a)  the contractual arrangement with the other
vote holders of the investee;

(b) rights arising from other contractual
arrangements; and

(¢) the Group’s voting rights and potential
voting rights.

The financial statements of the subsidiaries are
prepared for the same reporting period as the
Company, using consistent accounting policies.
The results of subsidiaries are consolidated from
the date on which the Group obtains control, and
continue to be consolidated until the date that such
control ceases.

Profit or loss and each component of other
comprehensive income are attributed to the
owners of the parent of the Group and to the non-
controlling interests, even if this results in the non-
controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in
full on consolidation.

The Group reassesses whether or not it controls
an investee if facts and circumstances indicate
that there are changes to one or more of the three
elements of control described above. A change
in the ownership interest of a subsidiary, without
a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill)
and liabilities of the subsidiary, (ii) the carrying
amount of any non-controlling interest and (iii)
the cumulative translation differences recorded
in equity; and recognises (i) the fair value of the
consideration received, (ii) the fair value of any
investment retained and (iii) any resulting surplus
or deficit in profit or loss. The Group’s share
of components previously recognised in other
comprehensive income is reclassified to profit
or loss or retained profits, as appropriate, on the
same basis as would be required if the Group had
directly disposed of the related assets or liabilities.
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Business combinations under common control

The Company acquired the 64.82% equity
interest in Harbin Power System Engineering and
Research Institute Co., Ltd. (“CHPI”) in April
2020. The Company and CHPI were under the
common control of SINOMACH both before and
after the acquisition and such controls were not
transitory. Thus, the acquisition was considered to
be business combination under common control
and the merger accounting basis was adopted.
Accordingly, the Company’s audited consolidated
financial statements for the years ended 31
December 2020 and 31 December 2019 included
the financial statements of the combining entity
or businesses from the earliest date presented
or since the date when the combining entity or
businesses first came under common control,
where this was a shorter period, regardless of the
date of the common control combination. The net
assets of the combining entity or businesses were
combined using the existing book values from the
controlling parties’ perspective. No amount was
recognised in consideration for goodwill or excess
of the acquirers’ interest in the net fair value of
the acquirees’ identifiable assets, liabilities and
contingent liabilities over cost at the time of the
common control combination.

The Group’s comparative audited consolidated
financial statements for the year ended 31
December 2019 were restated to include the
financial statements of CHPI retrospectively under
the merger accounting basis as mentioned above.

Transaction costs, including professional fees,
registration fees, costs of furnishing information to
shareholders, costs or losses incurred in combining
operations of the previously separate businesses
etc., incurred in relation to the common control
combination that were accounted for by using
merger accounting were recognised as expenses in
the period in which they were incurred.
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CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the Conceptual Framework
for Financial Reporting 2018 and following new
and revised IFRSs for the first time for the current
year’s financial statements:
Amendments to IFRS 3 Definition of
a Business
Interest Rate
Benchmark Reform

Amendments to IFRS 9,
IAS 39 and IFRS 7

Amendment to IFRS 16  Covid-19-Related Rent
Concessions
(early adopted)
Amendments to IAS 1 Definition of Material

and IAS 8

The nature and the impact of the Conceptual
Framework for Financial Reporting 2018 and the
revised IFRSs are described below:

(a) Conceptual Framework for Financial
Reporting 2018 (the “Conceptual
Framework™) sets out a comprehensive set of
concepts for financial reporting and standard
setting, and provides guidance for preparers
of financial statements in developing
consistent accounting policies and assistance
to all parties to understand and interpret
the standards. The Conceptual Framework
includes new chapters on measurement
and reporting financial performance, new
guidance on the derecognition of assets
and liabilities, and updated definitions and
recognition criteria for assets and liabilities.
It also clarifies the roles of stewardship,
prudence and measurement uncertainty
in financial reporting. The Conceptual
Framework is not a standard, and none of
the concepts contained therein override the
concepts or requirements in any standard.
The Conceptual Framework did not have any
significant impact on the financial position
and performance of the Group.
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(b)

(c)

Amendments to IFRS 3 clarify and provide
additional guidance on the definition of a
business. The amendments clarify that for
an integrated set of activities and assets to
be considered a business, it must include,
at a minimum, an input and a substantive
process that together significantly contribute
to the ability to create output. A business
can exist without including all of the
inputs and processes needed to create
outputs. The amendments remove the
assessment of whether market participants
are capable of acquiring the business and
continue to produce outputs. Instead, the
focus is on whether acquired inputs and
acquired substantive processes together
significantly contribute to the ability to
create outputs. The amendments have also
narrowed the definition of outputs to focus
on goods or services provided to customers,
investment income or other income from
ordinary activities. Furthermore, the
amendments provide guidance to assess
whether an acquired process is substantive
and introduce an optional fair value
concentration test to permit a simplified
assessment of whether an acquired set
of activities and assets is not a business.
The Group has applied the amendments
prospectively to transactions or other events
that occurred on or after 1 January 2020.
The amendments did not have any impact
on the financial position and performance of
the Group.

Amendments to IFRS 9, IAS 39 and IFRS 7
address issues affecting financial reporting
in the period before the replacement of
an existing interest rate benchmark with
an alternative risk-free rate (“RFR”). The
amendments provide temporary reliefs
which enable hedge accounting to continue
during the period of uncertainty before
the introduction of the alternative RFR. In
addition, the amendments require companies
to provide additional information to
investors about their hedging relationships
which are directly affected by these
uncertainties. The amendments did not have
any impact on the financial position and
performance of the Group.
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(d)

(e)

Amendment to IFRS 16 provides a practical
expedient for lessees to elect not to apply
lease modification accounting for rent
concessions arising as a direct consequence
of the Covid-19 pandemic. The practical
expedient applies only to rent concessions
occurring as a direct consequence of the
pandemic and only if (i) the change in lease
payments results in revised consideration for
the lease that is substantially the same as,
or less than, the consideration for the lease
immediately preceding the change; (ii) any
reduction in lease payments affects only
payments originally due on or before 30
June 2021; and (iii) there is no substantive
change to other terms and conditions of the
lease. The amendment is effective for annual
periods beginning on or after 1 June 2020
with earlier application permitted and shall
be applied retrospectively. The amendments
did not have any significant impact on the
financial position and performance of the
Group.

Amendments to IAS 1 and TAS 8 provide
a new definition of material. The new
definition states that information is material
if omitting, misstating or obscuring it
could reasonably be expected to influence
decisions that the primary users of general
purpose financial statements make on
the basis of those financial statements.
The amendments clarify that materiality
will depend on the nature or magnitude
of information, or both. The amendments
did not have any significant impact on the
financial position and performance of the
Group.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised
into business units based on their products and
services and has three reportable operating
segments as follows:

(a) Construction contracts: this segment mainly
undertakes the engineering, procurement and
construction (“EPC”) contracting business of
overseas infrastructure-related construction
projects (including hydropower, thermal
power or other engineering projects) in
various countries.

(b) Trading business: this segment mainly
engages in the business of importing and/
or exporting various machinery, electrical
and instrumental products for domestic and
overseas customers.

(c) Services business: this segment mainly
engages in providing export-import agency
services, design consulting services,
tendering agency services, logistics services
and other services.

Management monitors the results of the Group’s
operating segments separately for the purpose of
making decisions about resource allocation and
performance assessment. Segment performance
is evaluated based on reportable segment profit/
loss, which is a measure of adjusted profit/loss
before tax. The adjusted profit/loss before tax
is measured consistently with the Group’s profit
before tax except that share of profits and losses of
associates and joint ventures, interest income from
bank deposits, interest cost on lease liabilities,
finance costs related to defined benefit obligations,
investment income on financial assets, dividend
income, fair value gains/losses from the Group’s
financial instruments, other income/expenses,
unallocated income/expenses as well as head office
and corporate income/expenses are excluded from
such measurement.

Segment assets exclude investments in associates
and joint ventures, property, plant and equipment,
right-of-use assets, intangible assets, deferred tax
assets, financial assets at fair value through profit
or loss, time deposits, cash and cash equivalents
and other unallocated head office and corporate
assets as these assets are managed on a group
basis.
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Segment liabilities exclude defined benefit
obligations, tax payable, deferred tax liabilities
and other unallocated head office and corporate
liabilities as these liabilities are managed on a
group basis.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made

to third parties at the then prevailing market prices.

(a) Segment revenue, results, assets and

liabilities

Year ended BHZE2020%F

31 December 2020 12A3IBLEEE
Segment revenue (note 5): WA (HiE5)
Sales to external customers BET IR R
Intersegment sales I3 FR I B

W EDHBYRA

Reportable segment revenue

Reportable segment profit AHED HEH

Finance income on receivables TN P A
from customers g SUN

Finance costs (other than interest

on lease liabilities) FIE RS
Depreciation and amortisation e Lo
Provision/(reversal of provision) Ul gt e

for impairment losses (BB

— Trade and other receivables

— Contract assets - GRERE

— Inventories -HFR
Reportable segment assets AHEIHEE
Reportable segment liabilities AREIHEE

Capital expenditure for the year is not
allocated to segments as such expenditure is
managed on a group basis.

BB A (HE A K

— 85 KA GIR
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TP BB AR AL AE B E 2 AR A5 - EATBLIE - R E
o T 2 R Al R O3 B AR B AR 2E B - LTS R
TR AR AR DU I 2 R T

Ao B 04 B B K 8 T 225 6] B = 7 B T R
2 B8 HE i EEI T 5 -

(a) DERA - XE BERER

Construction Trading Services
contracts business business Total
BEER B5%% PR £ &t
RMB’000 RMB’ 000 RMB’ 000 RMB’ 000
ARETT AREFT ARETHT AREFRT
12,148,655 4,791,109 2,160,401 19,100,165
311,611 7,737 72,685 392,033
12,460,266 4,798,846 2,233,086 19,492,198
1,300,056 33,531 272,923 1,606,510
156,302 141,862 - 298,164
36,844 39,835 4,350 81,029
23,325 9,006 21,736 54,067
230,202 90,379 10,754 331,335
9,647 - 5,874 15,521
- 16,116 - 16,116
17,360,507 5,297,760 2,565,462 25,223,729
25,988,646 6,911,400 4,048,376 36,948,422

SRR B SOR R T AR TR A
[5H B 52 DA ] 7y LB L



(a)

Segment revenue, results, assets and

liabilities (Continued)

Year ended
31 December 2019

(Restated)

Segment revenue (note 5):
Sales to external customers
Intersegment sales

Reportable segment revenue

Reportable segment profit

Finance income on receivables
from customers
Finance costs (other than interest
on lease liabilities)
Depreciation and amortisation
Provision/(reversal of provision)
for impairment losses
- Trade and other receivables
— Contract assets
- Inventories

Reportable segment assets

Reportable segment liabilities

BZu19E
12A31BLEE

(i)

DY (Hit5)
WETARER
sz itk

A EDHBHRA

TR ED T

REW R 5 A

i TION
HEES A

(FL B & LS BRAP)
Yre R st
W A
(Bl s )

— 85 R REGOR

- RAEE
-

THREIBEE
THREDHEE

Capital expenditure for the year is not
allocated to segments as such expenditure is

managed on a group basis.
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(a) DEIWA - XE- BERER(H)

Construction Trading Services
contracts business business Total
BEAR ZOES S MRk 3685 Al
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
ANREFFIL  ARETT ARFFLT ARETT
19,791,894 0,484,636 2,071,720 28,348,250
633,776 14,955 113,132 761,863
20,425,670 6,499,591 2,184,852 29,110,113
1,790,187 320,957 364,449 2,475,593
143,549 123,607 2,729 269,885
3,293 69,701 6,057 79,051
28,199 9,047 20,756 58,002
331,485 3,504 10,729 345,718
40,415 (343) 1,804 41,876
- 1,060 - 1,060
17,576,539 6,297,429 2,647,801 26,521,769
28,429,298 7,894,754 4,474,025 40,798,077

N E AR B SOR G T 250 - TS A
] B S L4 8] 7 BE R A B o



(b)

Reconciliation of reportable segment
revenue, profit/loss, assets and liabilities

Revenue:
Reportable segment revenue
Elimination of intersegment revenue

Profit:

Reportable segment profit

Share of profits and losses of joint ventures

Share of profits and losses of associates

Dividend income from equity investments
at fair value through other
comprehensive income

Investment income on financial assets

Other income/(expenses), net

Other operating expenses

Interest income from bank deposits

Interest cost on lease liabilities

Interest cost recognised in respect of
defined benefit retirement plans

Unallocated foreign exchange
(losses)/gains

Depreciation and amortisation

Profit before tax

(b) FHREDBEA - BF R EERE

BHHER

WA
CIE S i N
430 IS K 8

A
AT 3 o S i A
JREAL 578 2> 7 i M B2 M 1R
A i > ) i M) M 4R
o e (E R H
B E A AL &
W it B FBCHE B3 1Y
ISRl &
< 7 B E AR
HAte A (B3 #
At 875 BH S
A B SRAT AR FLE A
FH B B A 0 1S A
WUBUE 32 4 B AR w1
iR A S A
ARITBL 2 HE 5
(#85%) / Wicds
I K

R Aot i i Al
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2020 2019
202045 20194F
RMB’ 000 RMB’ 000
ANE¥Trr AREFEFIT
(Restated)

(FE)

19,492,198 29,110,113
(392,033) (761,863)
19,100,165 28,348,250
1,606,510 2,475,593
20,240 27,825
213,082 198,520
3,564 3,822
43,648 36,526
3,347 (66,568)
(6,704) (2,922)
219,228 249,259
(4,214) (3,148)
(19,720) (20,250)
(283,996) 144,519
(217,084) (204,491)
1,577,901 2,838,685




(b)

Reconciliation of reportable segment
revenue, profit/loss, assets and liabilities
(Continued)

Assets:
Reportable segment assets
Elimination of intersegment receivables

Financial assets at fair value through
profit or loss

Restricted deposits

Time deposits with original maturity
over three months

Cash and cash equivalents

Property, plant and equipment

Right-of-use assets

Intangible assets

Long-term assets

Investments in joint ventures

Investments in associates

Deferred tax assets

Equity investments designated at fair value
through other comprehensive income

Other unallocated assets

Liabilities:
Reportable segment liabilities
Elimination of intersegment payables

Lease liabilities

Defined benefit obligations
Tax payable

Deferred tax liabilities
Other unallocated liabilities

(b) TMEDIBWA - BF BE - -EERE
B R (E)
2020 2019
2020 20194F
RMB’ 000 RMB’ 000
AR¥FoT ANR BT
(Restated)
(Fl)
BE

CIE & atis g7 25,223,729 26,521,769
47310 T JRE WA K T K (5,288,216) (6,217,155)
19,935,513 20,304,614

PAos el a7 B s )

AP AR 5 1Y 4 Rl & E 157,543 176,780
2 FR il A7 3K 1,307,488 1,231,226
JRAGE B H R =R A

1) 22 BAAF 3K 3,545,228 5,825,624
e R eSS EY 14,828,680 15,563,218
W ~ Wm s A 2,706,107 2,495,207
o R 1,761,829 1,806,626
Y EE 444,182 440,556
g E 55,489 50,529
HEBRNANERE 418,639 405,798
B E A AN RE 1,509,785 1,368,578
R HE B TG 676,556 655,243
Py e fE RN HE

BEIEIA AL S

W o 1 I RE S 631,418 550,659
HoAth T A i ' 3,040,771 3,125,226

51,019,228 53,999,884
=L
A 5o 36,948,422 40,798,077
430 [ R A S TR K 8 (5,253,772) (6,103,721)

31,694,650 34,694,356
HEARE 68,739 64,232
B E AT i 35 642,416 629,947
JEAT B I 146,913 466,301
AR IR TE A R 153,296 108,829
HoAth =R 43 i &4 K 2,793 2,479

32,708,807 35,966,144
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(c)

(d)

Geographical information

Revenue from external customers

Mainland China
Iraq

Pakistan
Zambia

United States
Serbia
Cameroon

The Republic of Angola
Ivory Coast
Nigeria

Others

The revenue information above is based on
the locations of the customers.

Non-current assets

Mainland China
Others

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

Information about major customers

No revenue was generated from sales to a
single customer which amounted to more
than 10% of the Group’s revenue for the
year ended 31 December 2020 (2019: Nil).
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(o) HEERRER

2020 2019
202045 20194F
REMFEFHEA RMB’ 000 RMB’ 000
ANE¥Fr ARWKFFIL
(Restated)
(FE)
Hp [ A e 6,382,209 7,032,182
iRV 2,578,866 2,835,243
[ 3 40 1,576,795 2,993,292
=t 897,326 1,262,949
E = 868,508 862,285
FEM4ERE 763,418 417,252
WE s [ 616,859 1,204,789
graE e il 604,609 2,040,697
PRSI 432,180 1,876,906
Je H |58 362,861 256,278
HoAh 4,016,534 7,566,377
19,100,165 28,348,250

Ph W A B R 45 % s 4y o
2020 2019
202045 20194F
ERBEE RMB’ 000 RMB’ 000
ANE¥FrT ARWKFFIL
(Restated)
(FE7)
Hp [ A e 5,503,751 5,892,286
HoAh 78,958 91,633
5,582,709 5,983,919
DL JF U B R AR R T T M S )
o NEIEE A E N AR E A F B

o ST H R TEE E o

d EBETEEFEFZEH

HAE20204E12 A 31 H IR - I M558 fr
A AL AL B A 10% DA F i B —
EF (20194 © H#)



REVENUE, OTHER REVENUE AND
EXPENSES

An analysis of revenue, other revenue and other
expenses, net is as follows:

Revenue from contracts with customers

Revenue from other sources
Gross rental income from investment
property operating leases:
Other lease payments, including fixed payments

5. WA HWARBEX

WA~ HABSCA B HA B SRR A R

2020 2019
202045 20194F
RMB’ 000 RMB’ 000
ANE¥FrT ARKFFIL
(Restated)
(FE)
EFE A A 18,948,845 28,198,717
HABAR WA
REWEYELEHE
B A B U A HA R -
HoA & A 3
(ELFE E#EAT) 151,320 149,533
19,100,165 28,348,250
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Revenue

()

Disaggregated revenue information

For the year ended 31 December 2020

Segments

Types of goods or services
Construction contracts
Trading business
Services business

Total revenue

Geographic markets
Asia
Africa
Europe
South America
North America
Oceania

Total revenue

Timing of revenue recognition
Construction transferred over time
Trading transferred at a point of time
Services transferred over time

Total revenue
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/BN ey
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NG
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LN

(i) KBIFBAER
HE20204E12 31 H IH4EE

Construction Trading Services
contracts business business Total
BESE ECES S REER i
12,148,655 - - 12,148,655
- 4,791,109 - 4,791,109
- - 2,160,401 2,160,401
12,148,655 4,791,109 2,160,401 19,100,165
7,184,788 3,090,919 2,033,991 12,309,698
3,810,585 64,523 74,008 3,949,116
900,662 384,401 30,872 1,315,935
206,321 140,509 20,437 367,267
46,299 1,081,806 - 1,128,105
- 28,951 1,093 30,044
12,148,655 4,791,109 2,160,401 19,100,165
12,148,655 - - 12,148,655
- 4,791,109 - 4,791,109
- - 2,160,401 2,160,401
12,148,655 4,791,109 2,160,401 19,100,165




For the year ended 31 December 2019

(Restated)

Segments

Types of goods or services
Construction contracts
Trading business
Services business

Total revenue

Geographic markets
Asia
Africa
Europe
South America
North America
Oceania

Total revenue

Timing of revenue recognition
Construction transferred over time
Trading transferred at a point of time
Services transferred over time

Total revenue

28

/BN ey
B
s 5

A%

Sl
CEbyl
M
B
LS
el
KHEM

0N £

GRS
i
R
i

=z

HE

Gl didkid
HE RN E )
Hl P R A

o8
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HE2019F12H31 H ILFERE (FEil)

Construction Trading Services
contracts business business Total
BESE ECES S REER i
19,791,894 - - 19,791,894
- 0,484,636 - 6,484,636
- - 2,071,720 2,071,720
19,791,894 0,484,636 2,071,720 28,348,250
9,571,702 4,652,770 1,920,518 16,144,990
7,964,334 357,527 87,159 8,409,020
945,133 452,013 29,920 1,427,066
985,635 31,314 30,891 1,047,840
325,090 953,763 370 1,279,223
- 37,249 2,862 40,111
19,791,894 0,484,636 2,071,720 28,348,250
19,791,894 - - 19,791,894
- 0,484,636 - 6,484,636
- - 2,071,720 2,071,720
19,791,894 0,484,636 2,071,720 28,348,250




Set out below is the reconciliation of the
revenue to the amounts disclosed in the
segment information:

For the year ended 31 December 2020

Segments yiR]
Revenue ON
External customers SREF
Intersegment sales itk

Intersegment adjustments and eliminations 76 ] 7% S #E 84

Total revenue WA S

For the year ended 31 December 2019
(Restated)

Segments pak: |
Revenue A
External customers IEF
Intersegment sales b

Intersegment adjustments and eliminations 735 [ 7 % Jt #C &

Total revenue WA
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WA BEL 73T H A R 1) B R 2 R RS

R

H 22020412 431 H IH4EJFE

Construction Trading Services
contracts business business Total
BESE ECES S REER i
12,148,655 4,791,109 2,160,401 19,100,165
311,611 1,737 72,685 392,033
12,460,266 4,798,846 2,233,086 19,492,198
(311,611) (7,737) (72,685) (392,033)
12,148,655 4,791,109 2,160,401 19,100,165

HE2019F12 31 H IEFJE (FEil)

Construction Trading Services
contracts business business Total
BESR E%K B %K CH
19,791,894 0,484,636 2,071,720 28,348,250
633,776 14,955 113,132 761,863
20,425,670 60,499,591 2,184,852 29,110,113
(633,776) (14,955) (113,132) (761,863)
19,791,894 0,484,636 2,071,720 28,348,250




(ii)

The following table shows the amounts of
revenue recognised in the current reporting
period that were included in the contract
liabilities at the beginning of the reporting
period:

Revenue recognised that was included
in contract liabilities at the beginning
of the reporting period:

Construction contracts

Trading business

Services business

Performance obligations

Information about the Group’s performance
obligations is summarised below:

Construction contracts

The performance obligation is satisfied over
time as services are rendered and payment is
generally due within 180 days from the date
of billing. A certain percentage of payment
is retained by customers until the end of the
retention period as the Group’s entitlement
to the final payment is conditional on the
satisfaction of the service quality by the
customers over a certain period as stipulated
in the contracts.

Trading business

The performance obligation is satisfied
upon delivery of the products and payment
is generally due within 30 to 90 days from
delivery, except for new customers, where
payment in advance is normally required.
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RS A 0 ] T R A R )
Pl R B A AR

2020 2019
2020 20194F
RMB’ 000 RMB’ 000
AR¥FoT NRWEFT
(Restated)
(Fl)
EERR A
(FF A HARI 1Y
AR EEH) -
A 5,237,361 4,959,574
O ES 627,760 597,086
R Bs 2E 5 233,807 353,568
6,098,928 5,910,228
(i) BHERE

A7 B A 2 B 10 B A BT R BRI A T

BEEE

VB %) TTAT o Bl & MBS P ik im 3 LU AT > M
oF s— o Hh B3 5 H R 180 K A 1
ST o p A 74 2 R WA BB A ARt 0 ) R R
DU A [R] BT RS A T U3 ) R & 5 S R
BEMINEE > & T A0 i sm % s
RE > HEHEBMEER S L -

EGX%

VB #) FAT I S A E b AR FEAT > A AT
— R A2 30 290 H A B A A >
B (et TR AT AT BRAD o



Services business

The performance obligation is satisfied
over time as services are recognised over
the performance progress of the services
in accordance with the proportion of the
accumulated and actual contract costs in the
total estimated contract costs.

The remaining performance obligations
expected to be recognised relate to
construction services that are to be satisfied
within one to five years.

Other revenue

Dividend income from equity investments
at fair value through other
comprehensive income

Investment income on financial assets
Government grants

Other income, net

Net losses on disposal of items of
property, plant and equipment

Net gains/(losses) on foreign currency
forward exchange contracts

Arbitration compensation”

Gain on bargain purchase recognised
in other income

Others
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VL

I =5 Ml 5 418 36 17 B AT ) B A0 B AT ) % R A
e ] A B R R CE B R A T
191 i = 5 R 403 RE T DA TERR,

5 JB ) 5 7] 2 05 2 B i 5 [ AR R
HIEFRA VAR SRR ©

2020 2019
2020 20194F
RMB’ 000 RMB’ 000
AR¥FoT NRWEFT
(Restated)
(Fl)
Hibg A
N R fEERE HE
sl E A HAh 42 S
Wit 1 B RE 3
B A 3,564 3,822
G A B A IR £ 43,648 36,526
R i R 5,151 643
52,363 40,991
Hi W A F 5
BBV - B K
S IE H B 1R R A (1,804) (1,736)
SR A K I gE
(Fs18) 5% 385,364 (9,130)
ik 5 (274,452) -
T F A A BERR Y
P18 s i s - 4,577
HAthy 66,727 38,115
175,835 31,826




The compensation recognised in the
current reporting period is mainly
due to the arbitration between the
Company and a Turkish owner.
Further details are as follows:

On 23 April 2020, the Company
issued an announcement and
announced that, the Company has
received the arbitration award
(the “Arbitration Award”) issued
by the arbitral tribunal under the
International Court of Arbitration
of the International Chamber of
Commerce, pursuant to which, the
Company shall pay the compensation
of approximately USD41.42 million,
applicable interest and arbitration
related expenses to a Turkish owner
(the “Claimant”), and the Claimant
shall pay the compensation of
approximately USD4.15 million and
applicable interest to the Company.

The Company and the Claimant
have reached a settlement in respect
of the execution of the Arbitration
Award, and entered into a settlement
agreement (the “Settlement
Agreement”). Pursuant to the
Settlement Agreement, the Company
shall pay RMB273,110,000 (about
EUR34,308,510) (the“Settlement
Amount”) to the Claimant. From
the date on which the Claimant
receives the aforesaid amount, each
party irrevocably releases the other
party from all obligations under the
Arbitration Award.

The Company has completed the
payment of Settlement Amount in
accordance with the requirements
under the Settlement Agreement. The
Claimant has confirmed the receipt
of the Settlement Amount. The
execution of the Arbitration Award
has completed, and the Company no
longer bears any obligation in respect
of the Arbitration Award.
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PROFIT BEFORE TAX

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

(a) Finance income and finance expenses

Finance income on receivables
from customers

Foreign exchange gains

Interest income

Finance income

Interest cost recognised in respect of
defined benefit obligations

Interest expenses on borrowings

Interest on lease liabilities

Foreign exchange losses

Bank charges and others

Finance expenses

Net finance income recognised
in profit or loss

(b)  Staff costs

Salaries, wages and other benefits

Contributions to defined contribution
retirement plans

Expenses recognised in respect of
defined benefit retirement plans
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BR B A 2 A

AR 2 R B AT A 2 nER (FEA)

(a) HBRARIKEX

2020 2019
20205 20194F
RMB’000  RMB’ 000
ANE¥®Tor ANREFTIC
(Restated)
(Fl)
JRE W & 5 SR IE )
BB 298,164 269,885
[ 53,04 i - 270,426
FLE WA 219,228 249,259
BB 517,392 789,570
) IS A 19,720 20,250
) 5L BH 52 81,029 79,051
B & 4,214 3,148
fEE S48 2% 806,783 -
SRAT 2 F K HoA 25,128 32,041
S B =2 936,874 134,490
A B £ R Y B RS
e (419,482) 655,080
(b) BIRK
2020 2019
20205 20194F
RMB’000  RMB’ 000
ANEMFrT ANREFFIT
(Restated)
(k)
e 1LE
e HoAth 4 | 1,336,259 1,852,033
R AR AR AL T
SR 164,533 237,350
R E % A B RET
EsR B B % 3,420 1,380
1,504,212 2,090,763




(c)

Other items

Amortisation
— Intangible assets
— Long-term assets

Depreciation
— Property, plant and equipment

— Investment properties
— Right-of-use assets

Impairment losses/(reversal of impairment
losses) on
— Trade and other receivables

— Inventories

— Contract assets
— Investments in associates

Operating lease charges
— Rental expenses for short-term leases
and lease of low-value assets

— Lease of other assets

Auditors’ remuneration,
including disbursements

Rental income from investment properties

— Gross rental
— Direct outgoings

Net rental

Cost of construction contracts
Cost of goods sold
Cost of services provided
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2020 2019
20205 20194F
RMB’000 RMB’ 000
ANE¥Tor ANREFTIC
(Restated)

(FE)

31,492 25,996
37,167 40,764
68,659 66,760
117,821 97,321
16,322 15,480
68,349 82,932
202,492 195,733
331,335 345,718
16,116 1,060
15,521 41,876

- 16,404
362,972 405,058
8,461 25,102
1,311 281
9,772 25,383
9,858 10,127
151,320 149,533
(56,674) (43,931)
94,646 105,602
9,445,909 16,228,737
4,349,558 5,876,930
1,631,328 1,411,160
15,426,795 23,516,827




INCOME TAX

Pursuant to the relevant laws and regulations in the
PRC, the statutory enterprise income tax rate of
25% is applied to the Company’s Mainland China
subsidiaries for the years ended 31 December
2020 and 2019, except for certain Mainland China
subsidiaries of the Company which were entitled
to the preferential tax rate of 15% (2019: 15%)
because they are recognised as high and new
technology enterprises by the local governments in
the PRC, and certain Mainland China subsidiaries
of the Company which were entitled to the
preferential tax rate of 10% or 5% since 2019
because they are small and micro businesses.

Hong Kong profits tax has been provided at the
rate of 16.5% (2019: 16.5%) on the estimated
assessable profits arising in Hong Kong during the
year. Taxes on profits assessable elsewhere have
been calculated at the rates of tax prevailing in
the countries (or jurisdictions) in which the Group
operates.

Current income tax — Mainland China
Charge for the year
Underprovision/(Overprovision) in prior years

Current income tax — Hong Kong
Charge for the year
Underprovision/(Overprovision) in prior years

Current income tax — Others
Charge for the year

(Overprovision)/Underprovision in prior years

Deferred income tax

Total tax charge for the year
from continuing operations

7. R

R4 v B AR R s A R TR R o AN N D) A I A
B A FR L E 20204F 12 20194F 12 A 31 H I4E
P B 8 A 2E T A BB 2 55 25% » MEAS N R 45
= (B A b o6 B 2 D R R I O R E S
MM AMEZA15% (20194F © 15%) B9 H#
AR > M H 20194 A 7] 145 T H 3] A 1 B
J& o~ A PR A /NGO A 2E T A RE A 10% 55.5%
1) B EURL R BR A o

B v FIASBL 98040 TN 78 B U6 2 A 00 A 5 IR R B Yk
FFE16.5% (20194F : 16.5%) HIBE 2 o A H
byt [R2 4) JRE SR AR 31 % e A A [0 A5 iy A ) B K
(B Al vAME ) 198 F Bl R ST A BLIH o

2020 2019
2020 20194F
RMB’ 000 RMB’ 000
AR¥Fr ARFEFIT

(Restated)
(Fl)
R A A8 — w8k e
A 5 ) 340,261 744,763
iR A R T A
KA GEREERE ) 12,249 (30,954)
BUHART 3B — &S
A 5 ) 2,971 9,734
iR A R T A
KA GEREERA) 842 (13,361)
B HA RT3 B0 — HoAth
A 5 ) 5,118 10,808
WA GREEBH)
AR (2,370) 2,437
% S Py 15950 18,584 (85,005)
L QERR T E St e 3]
A BB TE S AR 377,655 638,422
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A reconciliation of the tax expense applicable
to profit before tax at the statutory rates for the
countries (or jurisdictions) in which the Company
and the majority of its subsidiaries are domiciled
to the tax expense at the effective tax rates is as
follows:

Profit before tax from continuing operations

Tax at the statutory tax rate

Lower tax rate(s) for specific provinces
or enacted by local authority

Profits and losses attributable to joint
ventures and associates

Income not subject to tax

Adjustments in respect of current tax of
previous periods

Expenses not deductible for tax

Tax losses utilised from previous periods

Others

Tax charge at the Group’s effective rate from
continuing operations

The share of tax attributable to associates and joint
ventures amounting to RMB53,271,000 (2019:
RMB49,630,000) and RMB5,060,000 (2019:
RMB6,956,000), respectively, is included in
“Share of profits and losses of joint ventures and
associates” in the consolidated statement of profit
or loss.

29

FRAS S ) B K 22 B g 2w BT S I R (]
IERE ) 1972 08 B AR T 2 BR BRI i A E 2 B
TH B 37 B e B MR B R T 2 B TE BA S0 IR 4
T

2020 2019
2020 20194F
RMB’ 000 RMB’ 000
AEB¥FrT AR¥TFIC
(Restated)
(Fl)
G YERRT L Y Va0
I 54 T ¥ ) 1,577,901 2,838,685
Feid BRI A R BLIE 394,475 709,671
SEH e T S
il 2 1) AR % (63,515) (10,635)
/NN L= /N
A T ) K s 15 (58,331) (56,586)
D5 Bl i 4 (30,816) (28,241)
S 1 9 P R A IE
1 B R 10,721 (41,878)
IR 106,690 74,673
{587 P 468 £ 409 ] %) 7 T s 48 (3,297) (2,300)
HAthy 21,728 (6,282)
G QEES T Tt Ve i
P A B R R
R BLIE S 377,655 638,422
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53,271,0007C (20194 : AR %49,630,0007C) &
ANE#5.060,0007C (20194F © AR #6,956,000
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DIVIDENDS

Proposed final dividend of Nil
(2019: RMBO0.1586) per ordinary Share

On 25 March 2021, the board did not propose
to distribute a dividend for the year ended 31
December 2020 to the shareholders, subject to the
approval of the Company’s shareholders at the
forthcoming annual general meeting.

Pursuant to the State Administration of Taxation
Circular Guoshuihan [2008] No. 897, the Company
is required to withhold a 10% enterprise income
tax when it distributes dividends to its non-resident
enterprise shareholders out of the profit earned in
2008 and beyond. In respect of all shareholders
whose names appear on the Company’s register
of members who are not individuals, which are
considered as non-resident enterprise shareholders,
the Company will distribute the dividends after
deducting enterprise income tax at the rate of 10%.

Due to the repeal of Guoshuifa [1993] No. 45
Circular on the Questions Concerning Tax on
the Profits Earned by Enterprises with Foreign
Investment, Foreign Enterprises and Individual
Foreigners from the Transfer of Stocks (Stock
Rights) and on Dividend Income, the Company
is required from 4 January 2011 under the
Individual Income Tax Law of the PRC and its
implementation rules and regulations to withhold
and pay individual income tax at rates ranging
from 10% to 20% when it distributes dividends to
its non-PRC resident individual shareholders out of
the profits earned in 2010 and beyond.
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9.

TRADE AND OTHER RECEIVABLES

Bills receivable
Trade receivables
Less: Allowance for doubtful debts

Long-term trade receivables
Less: Allowance for doubtful debts

Trade and bills receivables

Advances to suppliers

Other receivables

Forward exchange contracts and
interest rate swaps

Debt investments
Less: Allowance for doubtful debts

Total

Portion classified as non-current assets

Current portion
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Notes
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(b)

(b)

(a)

(b)

2020 2019
20204 20194F
RMB’000 RMB’ 000
ANE¥®T T ANREFTIL
(Restated)
(FE)
276,051 246,064
6,499,594 7,701,419
(2,248,244)  (2,170,389)
4,527,401 5,777,094
4,293,699 3,406,978
(31,551) (24,450)
4,262,148 3,382,528
8,789,549 9,159,622
2,465,777 2,674,235
2,829,649 2,686,479
332,618 19,036
3,147,350 2,751,962
(333,477) (115,798)
5,976,140 5,341,679
17,231,466 17,175,536
(5,703,364)  (6,537,503)
11,528,102 10,638,033




(a)

Ageing analysis

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

Within 3 months

3 months to 6 months
6 months to 1 year
Over 1 year

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

(a) BRERDHT

REEEEE H I > R R 1 E 5 Bk
T R B A 25 5% 458 10 o s 4B 4 A 1 SR 8% 40 T

N
2020 2019
2020 £F 20194F
RMB’ 000 RMB’ 000
ANE¥FrT ARKFFIL
(Restated)
(Fl)
3 H PATA 5,505,037 5,712,154
3 H £ 6l A 322,559 762,587
61 H & 14 882,748 1,035,005
14ED) | 2,079,205 1,649,876
8,789,549 9,159,622
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(b)

Impairment of trade and other receivables

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

At beginning of year

Impairment losses recognised
Impairment losses reversed
Amount written off as uncollectible
Other

At end of year

An impairment analysis is performed
at each reporting date using a provision
matrix to measure expected credit losses.
The provision rates are based on ageing
of trade receivables for groupings of
various customer segments with similar
loss patterns. The calculation reflects
the probability-weighted outcome, the
time value of money and reasonable and
supportable information that is available at
the reporting date about past events, current
conditions and forecasts of future economic
conditions.
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RMB’ 000 RMB’ 000

ANE¥FrT ARKFFIL
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(FE)
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£l 58 ) (B s 15 599,493 497,965
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(b)

Impairment of trade and other receivables
(Continued)

Set out below is the information about the
credit risk exposure on the Group’s trade

receivables using a provision matrix:

As at 31 December 2020

Within 1 year —FEN

1 year to 2 years — A B4R
2 years to 3 years W 4E 2 = 4F
Over 3 years e = A

As at 31 December 2019 (Restated)

Within 1 year —ER

1 year to 2 years — A B4R
2 years to 3 years W AE 2 = 4F
Over 3 years e =4

In addition to the above provision matrix,
for certain customers with credit risk
increased significantly, the Group has
made individual loss allowance. As at 31
December 2020, the accumulated individual
loss allowance was RMB1,868,399,000 (31
December 2019: RMB1,794,989,000) with
a carrying amount before loss allowance of
RMB2,709,259,000 (31 December 2019:
RMB2,293,959,000).
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202012831 H
Gross carrying Expected Expected
amount credit losses credit loss rate
HEREE BHEEFE BRHGCEFEXR
(RMB’000) (RMB’000)
(AR#¥Fr) (AEHTF)
1,947,194 17,043 0.88%
1,265,041 38,441 3.04%
237,223 31,982 13.48%
340,877 292,379 85.77%
3,790,335 379,845
R2019F12 8318 (Fif)
Gross carrying Expected Expected
amount credit losses credit loss rate
HEREE BHEEFE BRHGCEFAEXR
(RMB’000) (RMB’000)
(AR#¥Frr) (AEHTF)
3,807,327 16,091 0.42%
1,038,626 32,111 3.09%
170,763 24916 14.59%
390,744 302,282 77.36%
5,407,460 375,400

W bl 58 g i R AN > AR SR AT TS
FH B B B8 B B & 5 AT R R AR
PR - R2020F12H31H » &Ff
18 A $8 O 45 45 s N R %51,868,399,000
JL(2019F 12H31H + AR
1,794,989,0007C) > F1BR 1R 258t 09 i
T (B A N R %2,709,259,000 7T (20194F
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10.

(c) The amounts due from related parties of
the Group included in the trade and other
receivables are analysed as follows:
SINOMACH
Fellow subsidiaries
Joint venture
Associates
These balances are unsecured, non-
interest-bearing and repayable on credit
terms similar to those offered to the major
customers of the Group.

(d) As at 31 December 2020, borrowings

of RMB4,990,000 (31 December 2019:
RMB281,000) were secured by the Group’s
trade and bills receivables with carrying
amounts of RMB4,990,000 (31 December
2019: RMB281,000).

TRADE AND OTHER PAYABLES

Bills payable
Trade payables

Accrued salaries, wages and benefits
Other taxes payable

Long-term payables

Long-term payables due within one year

Forward exchange contracts and interest rate swaps
Other payables

Less: Portion classified as current liabilities

Non-current portion

(c) ERAEEBEBAIFTEGTAEZRHEME
WFIE) 2T
2020 2019
202045 20194F
RMB’ 000 RMB’ 000
AR F T N BT
(Restated)
(Fl)
B8] 315,423 449,964
[F] 22 i &g 2 i) 15,070 22,401
GBI 3,602 244
W 62,087 6,894
396,182 479,503
PG AR B IRV R~ ORFT BN AR AT R A
SR TR PR (S SR -
(d  #20204F12 31 H > HEAR4,990,000
JC (2019412 31 H « AR%281,000
JC) AAS 4 B AR T (E A N R 4,990,000 70
(20194F12 A31H : ANE#¥281,0007C) 1Y
E 7 WE WK T e R S PR B R A o
10. EZRHEMESRE
2020 2019
202045 20194F
RMB’ 000 RMB’ 000
AR F T NBRWFIT
(Restated)
(Fl)
JREAT 295 115,191 168,658
B 5 REAT 3K IH 14,258,332 15,265,208
14,373,523 15,433,866
JEFHH 4 - & AR A 264,012 781,543
HoAth REARL TE 172,204 188,780
1= ) A 0 64,300 139,447
— R
1= HA B A5 2K IR 276,222 588,014
o A0 RE A % B 1) 3 45 1 44,735 37,796
HoAth BEAT 2K IE 3,061,484 3,351,663
18,256,480 20,521,109
=R O 17,377,106 19,650,242
IE B R4 879,374 870,867
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11.

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

Within 3 months

3 months to 6 months
6 months to 1 year
Over 1 year

The trade payables are non-interest-bearing and are
usually paid within the agreed period, usually due
within 180 days. The bills payable are generally
due within 180 days from the date of issuance.

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

SINOMACH
Fellow subsidiaries
Joint ventures
Associates

ISSUED CAPITAL

Ordinary Shares, issued and fully paid
Domestic Shares of RMB1.00 each

H Shares of RMB1.00 each

AR EESE H A SR A0 I A SRR I L ) I
IR IR E AT AT

2020 2019
2020 20194F

RMB’ 000 RMB’ 000

AEB¥FrT AR¥TFIC

(Restated)

(F#k)

3 H LA 2,782,956 6,050,080
3 A Z o6 H 515,603 675,672
6ff H =14 2,189,463 1,885,418
1450 F 8,885,501 6,822,696
14,373,523 15,433,866

B 5 MEAT Z A By ANt > 38 H R W B R S A
#5180 H N RN o MEAT 29558 & i 17 H
180 H A F| ] o

JREASF A A2 T B W 5 O (R A B B HL A AT

) A r > ZEREAELESR - 28 > Hif
48 [ 7 4
2020 2019
202045 20194F
RMB’ 000 RMB’ 000
AR F T NBRWFIC
(Restated)
(Fl)
B8] 27,801 7,003
[F] 24 i &g 2 i) 410,251 478,591
GBI 34,370 50,809
Wk 16,663 24,850
489,085 561,253
11. BEITRA
2020 2019
202045 20194F
RMB’ 000 RMB’ 000
AR F T NBRWEFIC
ELEEAT M A 1)
AR ¥1.00CH)
N 3,217,430 3,217,430
AR ¥1.00CH)
H % 908,270 908,270
4,125,700 4,125,700
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MANAGEMENT DISCUSSION AND
ANALYSIS

I.

INDUSTRY OVERVIEW

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

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

In 2020, the newly signed contracts for
foreign contracted engineering business
in China amounted to USD255.54 billion
(equivalent to RMB1,762.61 billion),
representing a year-on-year decrease
of 1.8%; and turnover amounted to
USD155.94 billion (equivalent to
RMB1,075.61 billion), representing
a year-on-year decrease of 9.8%. The
newly signed contracted engineering
contracts in countries along “the Belt
and Road” amounted to USD141.46
billion, and turnover amounted to
USDO91.12 billion, representing 55.4%
and 58.4% of total amount for the
same period, respectively. There were
514 newly signed projects worth over
USD100 million, up by 8 projects as
compared to last year. Projects under
EPC contracting mode represented
63.3% of the project contracted
amount. The integration of investment,
construction and operation and
other cooperation modes have been
developing. In particular, in respect of
infrastructure, there were more than
5,500 foreign infrastructure engineering
projects undertaken by Chinese
enterprises in 2020, with accumulated
newly signed contracts exceeded
USD200 billion, representing 80% of
the total contract amount for the year.
Among which, newly signed contracts
for general construction and water
conservancy construction recorded faster
growth, with a year-on-year growth of
37.9% and 17.9%, respectively.

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

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

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

Asian market functioned
perfectly as the “stabilizer”,
with continuous growth in
number of newly signed major
projects

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

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

pandemic, and industry
transformation and upgrade
facilitated smoothly

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

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

Trading Business

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

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

The total value of imports and
exports for the year amounted to
RMB32.16 trillion, representing
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a year-on-year increase of 1.9%.
Of which, exports amounted to
RMB17.93 trillion, up by 4%;
imports amounted to RMB14.23
trillion, down by 0.7%. The
scale of imports and exports as
well as exports both reached
historical high. According to
the latest data from the World
Trade Organization, the growth
rate in exports of China was 9.6
percentage points higher than the
rest of the world in the first three
quarters in 2020 with a significant
increase in international market
share, and thus entrenching China
the largest country of trade in
goods.

Strong impetus for trade
innovation and development and
continued optimization of trade
structure

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

Stabilization of the basic market
of foreign trade and foreign
investment and contributing the
strength of China to global trade

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

Services Business

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

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

In 2020, the expedition of new
infrastructure construction,
the expansion of effective
investment, and the focus on
supporting the construction of
“new infrastructure and new
urbanization initiatives and
major projects”’, i.e. new types
of infrastructure, a new type of
urbanization and major projects
affecting national planning and
people’s livelihood, were specified
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(In

at many meetings of the Political
Bureau of the Central Committee
of the Communist Party and
executive meetings of the State
Council. Meanwhile, various
provinces and cities across the
country have promulgated “new
infrastructure” policy proposals or
investment plans.

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

The direction of industry
transformation and upgrade was
further specified

Departments including the
Ministry of Housing and
Urban-Rural Development
have promulgated documents
such as “Guiding Opinions on
the Coordinated Development
of Smart Construction and
Industrialization in the
Construction Industry” and
“Several Opinions on Accelerating
the New Construction
Industrialization Development” to
vigorously promote the integration
of the whole industry chain of
engineering which is led by the
systematic integrated project
design for the entire life cycle,
so as to achieve industrialization
in the construction industry with
high efficiency, high quality, low
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(D)

consumption and low emission
for project construction, and
strongly encourage the application
of industry digital design system,
integrated design. Illustrating
the direction of developing from
“made in China” to “intelligent
manufacturing in China”, these
documents provided basic
guidance for the transformation,
upgrade and realization of high
quality development for the
construction industry and relevant
industries of the current and future
generations.

The industry chain continued to
expand

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

“Heavy Dosage” on qualification
reform

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

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

II. BUSINESS OVERVIEW

A.

International
Contracting Business

Engineering

In 2020, the raging global pandemic,
deep economic recession and drastic
changes in the external environment
dealt a great blow to the Company’s
engineering contracting business.
Nevertheless, all CMEC employees
worked together as one to tide over the
difficulties in the battle of stabilizing
operation and fighting against the
pandemic along both lines, and managed
to remain quite active in the market
and reinforce the foundation for
development.
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The following table sets forth the
details of the International Engineering
Contracting Business for the year ended
31 December 2020 and the comparative
figures for the year ended 31 December
2019:

Unit: RMB million

Revenue 9N Power EYIEA
Transportation and KEEHN
Telecommunications AFEN
Non-Core Sectors AN ES
Total @t
Grossprofit ~ EF Power Nk
Transportation and TRENR
Telecommunications EFEH
Non-Core Sectors FHLITE
Total @
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2019 Year-on-year
(Restated) - Growth/(Decline)

20194 WERE /

2020 % of Total

WNE BEN (i) (D)
6,881.8 56.6% 12,3579 (443)%
506.4 42% 5933 (14.6)%
4760.5 39.2% 6,840.7 (304)%
12,1487 100.0% 19,791.9 (38.6)%
18373 68.0% 23913 (23.2)%
126.1 47% 175.9 (283)%
739.3 21.3% 996.0 (25.8)%
27027 100.0% 3,563 (24.1)%




America

k=M

d and Tobago
BEMZEF

Note: The map is provided only for
illustrative purposes and not drawn to
scale. It is not intended to accurately
show the exact locations of our
engineering contracting projects.

The following table sets forth a
breakdown of the revenue from the
Group’s International Engineering
Contracting Business by geographic
locations as at 31 December 2020:

Asia EREM|
South America ER
North America B |30
Africa FE
Europe Eel
Total et
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900.7 7.4%

12,148.7 100.0 %




Adopted a multi-pronged
approach to project
development

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

Overcame difficulties in project
execution

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

Continued to strengthen skill
development

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

system,

The following table sets forth
the operational details of the
International Engineering

HEE o BB AR B
oD B BT i B g
GRS EEE g A
e skt & BESE - BT B A 5
FOM RS B R > RER S
BLADKF- TG B RS -

T FEE E20204E12 A 31 H 1E
A B B [ TR R A, S Y
1% > LR E 2019412 A31H 1k

Contracting Business for the year ARSI LR BT
ended 31 December 2020 and the
comparative figures for the year
ended 31 December 2019:
Asat 3l
Asat3l December 2019 Increase/
December 2020 % of Total (Restated) (Decrease)
20195
R 12/331H
12A318 BENY (BER) R/
Value of FEN  Dower EN[iA 1,760.5 49.7% 14970 17.6%
newly signed AR Transportation and %E@WQ
contracts 4% Telecommunications BT 7.9 21% 681.7 89.3%
Non-Core Sectors IohE 1,706.0 48.2% 34976 5120
Total it 35394 100.0% 56763 37.6%
Backlog A%H Dower EhAER 45485 554% 55414 (179)%
AFE  Transportation and KRR
Telecommunications* ErER 367 4.6% 330.6 13.9%
Non-Core Sectors E /G 30903 40.0% 30033 27%
Total it 82155 100.0% 9.075.3 (9.5)%
i The amount of the contracts, * DR EEIERIRA R &R e E

for which income was
recognized by net amount, was
deducted from the backlog.
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B.

Trading Business

1.

Seized market opportunities in a
timely manner

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

Internal and external interaction
in market expansion

Putting the strategy of “stabilizing
overseas market and cultivating
domestic market” into practice,
internal and external interaction
was achieved in market
development. First, the Company
continued to develop featured
businesses and signature products,
and provided precise support to
key businesses and units. The
overseas warehouse business,
the complete mining equipment
supply + import trading business,
the new energy business in
Central and South America and
the building materials business
in North America all achieved
certain results. Second, the
Company increased the efforts
in development of the domestic
market, such as the research and
development of high-end casting
and forging business, domestic
trading of agricultural products,
research and development of
intelligent fuse, and natural gas
import business, through project
cooperation, product research
and development, and domestic
channel construction. Third,
the Company made full use of
the opportunities from high-
end business platforms such as
the China International Import

56

B.

EEES S

1.

bii it/ g (W ¥ |

COES 23 DRl - 3
HHE S FArfah S 55—
F‘ﬁﬁ‘ﬁ%‘rﬁﬁ )G ST > T
WA O R '
ﬁTﬁﬁmﬁﬁmﬁE

i 55 B 1 9 51 B B

TR 75 B [ RBANE N ) SRS > Tl
LB EATNING S o B — > 4
AT R BB E N > W
o B SE S A B TR MERR KR > R Ab
HER - Rl E A &4

B 5 R - PR 35 b 1T AR VR
AL 36 E A SEHS SEHR AT —
ERR e s mEIEE S -
FE R~ BN REERE
K A T Y B EE A0 v g
B ER IR - BEMNEE
B Bhe s e - RAR
HEERSE - B = AoFHiE
HMEeSEammm g rame > K



Expo to expand the its import
business; actively prepared to
participate in the Hainan Expo
to seek trade opportunities;
seized the opportunity of the
Winter Olympics and started with
importing special snow removal
equipment exclusively used
by foreign airports, to actively
participate in the construction
of major domestic infrastructure
projects.

Successfully completed
restructuring of segments

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

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

International trade
Domestic trade

Revenue KA

Total

[nternational trade
Domestic trade

Gross profit ES|

Total
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Year-on-year
2019 Growth/

2020 % of Total (Restated) (Decline
0ok R

NNE BN % (&) (#)
4,018.6 83.9% 54754 (26.6)%
7.5 16.1% 1,009.3 23.5%
4,7191.1 100.0% 6,484.7 (26.1)%
9.8 86.0% 5383 (29.4)%
618 14.0% 69.4 (11.0)%
441.6 100.0% 607.7 (21.3)%




C.

Services Business

Stable growth in operation

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

Continued to enhance
comprehensive strength

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

Excellent scientific and
technological innovation

The Company continued to
increase investment in scientific
and technological innovation, gave
full play to the role of leading the
market with scientific research
projects and special technology
incubation, and achieved sound
results in the fields of innovation
platform construction, major
project research and development,
and standards preparation. China
Machinery International and Jikan
Research Institute applied for a
total of 19 patents; obtained 4
provincial and ministerial and
industry science and technology
awards; received 1 second
prize of SINOMACH’s 2020
Excellent Standards Award; and
received approval for 3 provincial
technology innovation platforms.
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The following table sets forth the RS £20204F12 H31 H 1k

details of the Services Business A B R 5 S5 R T [ A 22019
for the year ended 31 December 12 31 H IR T -

2020 and the comparative figures
for the year ended 31 December

2019:
Year-on-year
2019 Growth/
2020 % of Total (Restated) (Decling)
nigE  HEER/
NNE BN % (BEi) (#)

Revenue KA Design consulting services 2zt 2k 926.2 42.9% 784.1 18.1%
Logistics services hiie 318.3 147% 340.6 (6.5)%

Export-import agency et [1{t
services i 87 13% 411 (30.2)%
Tendering agency services {7 L[ 346 1.6% 408 (15.0)%
Others K 852.6 39.5% 865.1 (1.4)%
Total st 2,160.4 100.0% 20717 43%
Gross profit 5 Design consulting services  #¢F 24 i 2197 41.5% 235.1 (6.6)%
Logistics services i 539 10.2% 1402 (61.6)%

Export-import agency R
services itk 260.2 50% 39.9 (34.3)%
Tendering agency services  FE L AR 137 2.6% 155 (11.6)%
Others K 215.6 40.7% 298 (6.2)%
Total Y 529.1 100.0% 660.5 (19.9)%
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D.

Important Events

1.

Completion of Acquisition of

64.82 % equity interest in CHPI

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

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

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

62

AR A ARG o BEAN - J A i
WE=RTH > —J7 T > AAFERSE
FESEGERE T — PR T > U
e AR A R R R 0 AR Y T
S wt > A AR B 44 R A% i 28 AfE RE
T fF B A o 78— 2
ARFERE BT U7
T > A F) Y HSE AT B A A5
Bl — LA BT - SREA LT
Pty N A bl - SR THAL R B
DT

B S EGES AN AR
Wt 22 iy 48 il B A N w48 3 43 |
B HYA20194E12H 17 HH
20205 A 15 HEA 4 »



Arbitration with a Turkish
owner

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

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

Reference is made to the joint
announcement of China SUMEC
Automotive Industry Consulting
Development Co., Ltd.* (H B
I 3 O Kk A B A IR |
(the “Offeror”) and the Company
dated 13 January 2021 (the “13
January Announcement”), the
Offeror and the Company entered
into the Merger by Absorption
Agreement (the “Merger
Agreement”), pursuant to which
the Offeror and the Company will
implement the Merger subject to
the terms and conditions of the
Merger Agreement. After the
Merger, the Company will be
merged into and absorbed by the
Offeror in accordance with the
PRC Company Law and other
applicable PRC Laws, and the
Listing of the Company will be
withdrawn.

Pursuant to the Merger
Agreement, conditional upon
the fulfilment (or waiver, as
applicable) of the Pre-Condition
and the Conditions, the Offeror
will pay the consideration (a)
in the amount of HK$3.70 per
H Share to the H Shareholders

64

BYAM IR IFHRKE LR
AR FH A 2\ a] £ (v A9 FE

L PRI AR )N T B AP [ R S VR
TEFMBERARAA ([EY
Al BIAA202141 H 13 H 198
ERE(T1TA1I3EAE]) » B
N B 7R 48 B RT S W W A BF Wk
([EptH=E]) » B EHAK
AN E) AR B I b R A R
BHERA D - A& > AR
S R 45 v 1B 2 D 3 R HoAh 8 A
IR 32 B Al B A N R i A I R
LA o

W% A OF Wk > F AT ARG 14 B 3%
A A (B ER e > W)
1% > BH ML SN
& © (a) IV H BB AR DA B 42 2 A5 4



in cash; and (b) in the amount
of RMB3.082692 per Domestic
Share, which is equivalent of the
consideration of each H Share
based on the Exchange Rate,
to the Domestic Shareholders
(being SINOMACH and China
United, the parent of the Offeror
and one of the parent’s wholly-
owned subsidiaries, respectively),
which will be satisfied through
the issuance of registered
capital of the Offeror to the
Domestic Shareholders in the
manner described in the Merger
Agreement. After the completion
of the Merger, the Offeror will
assume all assets, liabilities,
interests, businesses, employees,
contracts and all other rights and
obligations of the Company and
the Company will be eventually
deregistered.

The Merger is subject to the
Conditions to implementation set
out in 13 January Announcement
being satisfied or waived, as
applicable. Neither the Offeror
nor the Company provides
any assurance that any or all
Conditions or Pre-Condition can
be satisfied, and thus the Merger
Agreement may or may not
become effective or, if effective,
may or may not be implemented
or completed. Please refer to the
13 January Announcement for
details.
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Impacts of COVID-19 Pandemic

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

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

The Company will continue to pay close
attention to the development of the COVID-19
pandemic, and evaluate and actively respond
to its impact on the financial position and
operating results of the Company.
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I11.

FINANCIAL POSITION AND
OPERATING RESULTS

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

1. Overview

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

2. Revenue

The Group generated its revenue
from the International Engineering
Contracting Business, Trading
Business and Services Business. The
Group’s revenue decreased by 32.6%
to RMB19,100.2 million in 2020 as
compared to RMB28,348.3 million in
2019.
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The following table sets out, for the N RN A B R T = AR SE RS o B A
periods indicated, the amount and ] 0 <5 S A B 43 HE

percentage of our total revenue by each
of our three business segments:

Year ended 31 December

BZ12A3ALEE
2020 2019 (Restated)
20205 20194F (H#ft)
(RMB % of (RMB % of
million) Total  million) Total
(ARH (AR

BEx) #EEN% [HEC) %

International Engineering BRIEABEK
Contracting Business

Power T SIREVR 6,881.8 36.0% 12,357.9 43.6%
Transportation and 2 1 48 3y

Telecommunications 5T Al 506.4 2.7% 593.3 2.1%
Non-Core Sectors R AT 4,760.5 25.0% 6,840.7 24.1%
Subtotal /Nt 12,148.7 63.7% 19,791.9 69.8%
Trading Business BES5¥EK
International trade MR 5 4,018.6 21.0% 5,475.4 19.3%
Domestic trade NE ) 772.5 4.0 % 1,009.3 3.6%
Subtotal /NEF 4,791.1 25.0% 6,484.7 22.9%
Services Business PR35 £ 7% 2,160.4 11.3% 2,071.7 7.3%
Total 4=t 19,100.2 100.0%  28,348.3 100.0%
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D

International Engineering
Contracting Business

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

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

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

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

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

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

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

3)  Services Business

The Group’s revenue generated
from the Services Business
increased by 4.3% to RMB2,160.4
million in 2020 as compared to
RMB2,071.7 million in 2019,
primarily due to the increase in
revenue from design services and
survey and supervision services.

Cost of sales

The Group’s cost of sales decreased by
34.4% to RMB15,426.8 million in 2020
as compared to RMB23,516.8 million in
2019, primarily due to the corresponding
reduction of costs due to the reduction
of revenue.
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4.

Gross profit and gross profit margin 4.

(1)

Gross profit of the Group in 2020

consists of the followings:

International Engineering
Contracting Business

Power

Transportation and
Telecommunications

Non-Core Sectors

Subtotal

Trading Business
International trade
Domestic trade

Subtotal

Services Business

Total
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T
Year ended 31 December
BZ12A31BLLEE
2020 2019 (Restated)
20204 20194 (H k)
(RMB % of (RMB % of
million) Total million) Total
(AR#¥ (N
BEx) HEH% FBET) HEN%
1,837.3 50.0% 2,391.3 49.5%
126.1 3.4% 175.9 3.6%
739.3 20.2 % 996.0 20.6%
2,702.7 73.6 % 3,563.2 73.7%
379.8 10.3% 538.3 11.1%
61.8 1.7% 69.4 1.4%
441.6 12.0% 607.7 12.5%
529.1 14.4% 660.5 13.8%
3,673.4  100.0% 4,831.4 100.0%




(i1)

1)

Gross profit margins of the Group
in 2020 are set out below:

International Engineering
Contracting Business

Power

Transportation and Telecommunications

Non-Core Sectors

Trading Business
International trade
Domestic trade

Services Business

Total

The Group’s gross profit
decreased by 24.0% to
RMB3,673.4 million in 2020 as
compared to RMB4,831.4 million
in 2019.

International Engineering
Contracting Business

(a) Gross Profit

The gross profit generated
from the International
Engineering Contracting
Business decreased by
24.1% to RMB2,702.7
million in 2020 as compared
to RMB3,563.2 million in
2019, primarily due to the
decrease in gross profit from

each sector as a result of the
COVID-19 pandemic.
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Year ended 31 December

BEZ12A31BLEE
2020  2019(Restated)
20208 20194 (Eil)
(%) (%)
22.2% 18.0%
26.7% 19.4%
24.9% 29.6%
15.5% 14.6%
9.2% 9.4%
9.5% 9.8%
8.0% 6.9%
24.5% 31.9%
19.2% 17.0%
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The gross profit generated
from the power sector
decreased by 23.2% to
RMB1,837.3 million in
2020 as compared to
RMB2,391.3 million in
2019, primarily due to the
impeded progress of projects
in Pakistan and certain
power grid and power
station construction projects
in Africa as a result of the
COVID-19 pandemic.

The gross profit generated
from the transportation and
telecommunications sector
decreased by 28.3% to
RMB126.1 million in 2020
as compared to RMB175.9
million in 2019, primarily
because the railway
improvement project in
South America has entered
the final stage in 2020,
thus making little progress.
Also, due to the COVID-19
pandemic, new projects
made little progress.

The gross profit generated
from the Non-Core Sectors
decreased by 25.8% to
RMB739.3 million in 2020
as compared to RMB996.0
million in 2019, primarily
due to the impeded progress
of the water plant projects
in Africa and Asia and the
lithium carbonate plant
project in South America as
a result of the COVID-19
pandemic.
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(b)

Gross Profit Margin

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

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

The gross profit margin
generated from the
transportation and
telecommunications sector
was 24.9% in 2020 as
compared to 29.6% in
2019, primarily because
the gross profit margin
of the newly effective
telecommunications project
in Africa during the year
was lower than the previous
level of the industry.

The gross profit margin
generated from the
Non-Core Sectors was
15.5% in 2020 as compared
to 14.6% in 2019, primarily
due to certain verification of
the project cost conducted
by the water plant and water
supply projects in Africa
during the middle and final
stages of the projects.
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2)

Trading Business

(a)

(b)

Gross Profit

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

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

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

Gross Profit Margin

The gross profit margin of
the Trading Business was
9.2% in 2020, as compared
with 9.4% in 2019, which
was primarily due to the
decrease in the gross profit
margin of international
trade.
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The gross profit margin
of the international trade
was 9.5% in 2020, which
decreased slightly as
compared with 9.8% in
2019.

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

3)  Services Business

(a)

(b)

Gross Profit

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

Gross Profit Margin

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

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

Other income and expenses, net

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

Selling and distribution expenses

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

Administrative expenses

The Group’s administrative expenses
decreased by 21.6% to RMB1,117.7
million in 2020 as compared to
RMB1,426.0 million in 2019, mainly
attributable to the decrease in labor
costs and intermediary services expenses
to a certain extent.
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10.

11.

Impairment losses on financial and
contract assets/other operating
expenses

The Group’s impairment losses on
financial and contract assets and other
operating expenses decreased by
13.3% to RMB353.6 million in 2020 as
compared to RMB408.0 million in 2019,
mainly attributable to the decreases in
the provision for impairment of trade
and other receivables for the current
period.

Profit from operations

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

Finance income/finance expenses

In 2020, the Group’s finance income
amounted to RMBS517.4 million as
compared to RMB789.6 million in 2019,
representing a decrease of 34.5% as
compared to the corresponding previous
year, mainly attributable to greater
exchange gain recorded during the last
year.

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

Thus, in 2020, net finance income of the
Group amounted to RMB(419.5) million
as compared to RMB655.1 million in
2019.
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12.

13.

14.

15.

16.

Income tax

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

Profit for the year

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

Net profit attributable to owners of
the parent

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

Net profit attributable to the holders
of non-controlling interests

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

Liquidity and capital resources

As at 31 December 2020, the Group’s
cash and cash equivalents decreased
by 4.7% to RMB14,828.7 million, as
compared to RMB15,563.2 million as at
31 December 2019.
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17.

18.

19.

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

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

Capital expenditures

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

Gearing ratio

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

Major acquisition and disposals and
significant investments

Please see the paragraph headed
“II. BUSINESS OVERVIEW - D.
Important Events” on page 61 of this
announcement.
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20.

21.

Contingent liabilities

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

Event after reporting period

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

RISK FACTORS AND RISK
MANAGEMENT

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

1. Currency risk

Currency risk arises primarily from sales
and purchases and our International
Engineering Contracting Business
overseas and overseas financing which
give rise to receivables, payables
and cash balances that are primarily
denominated in U.S. dollars and Euros.
As a matter of relevant policy and in
compliance with the PRC laws and
regulations, we are not allowed to
widely engage in hedging activities.
Therefore, we entered into foreign
currency forward contracts to lock
in the value in RMB for some of our
future cash receipts, primarily in respect
of the proceeds of our international
engineering contracting projects
to reduce our currency risk and to
obtain certainty of forecasted income
generated from the deferred payments
to be received from the project owners.
The Company maintains and follows
the internal policies and controls for
managing the use of derivative financial
instruments and will not participate in
pure speculative arbitrage activities.
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Interest Rate Risk

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

Credit Risk

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

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

Competition Risk

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

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

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

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

87

N ERE B B B B

FURT > AP R 23 Y B B TR R 38
B5 T H i SMEST > U HORAE 8RR
I8 ¢ B % R v AR B M s > R PR AR
— BB G BROEOIA 1 A D B 0 B K K
[ oo [RGB ER A 7K R S 85 7E A
AT 3885 BAE o TH H Y g S R Ik
[ A 7T B A2 2 b %t B 5K A B ol ) A8
P BE A REURTE DL B o A
7 B2 B 14 i S S BUE R R B R
Hh B AT B A 7~ B - AL E &
HUATE UL 28 > 7 4 B W] RE AR JRE JH
B~ B S N BRI B A [
Hoo fESOREEBEARE - &5 K
T vy JEL o L A o A A ] ERE
PERAN AR DA PR B 3 A 1 N B E
FE o AN A — B RIE W A R 4 PR
AT RS W B 7 3 P TR 38 B SUAT
KHEH A EE - o Lt &k
R OR R A R I R
o TAE— V0 B LA e 5 = 05 BAE AR B
DA T AE e 1R



Safety and Quality Risk

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

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

89

ITEBREZRK

FAM 9 B B TR K BLIH AR ORI A
AU T H 3 R R ARG
BANEAE AR E LR - 7EIH
HEEHBMER LEfTEES > TR
AT RE A 2 R - 9 T SE B AR TR 3R B
EpSIEE R PNEE (SR PN
A J IR A 2 AT BCE R B o BE R AR
1% B [F] A 48 AN 5 7R 3 AT o] B IR 25
B H AR AR o HZ > i L TR B
B AR A B A R - TH
H 58 T 4% & A 09 AT Ao B & BRI B ok
BEy - AT RE B AR AT A0 R R A R A
SO HLECR T IR AN Y R AT (H
WA o #R20 JH H 3 35 AT BE 6 2R 34
R AN LA HE AT S8 Bl T 0 AR R 4R
P> B R A B AT A A A [R] FE 1 22 Ak
HUIR SR o 4 € B A BA 4 T 45 1Y
o ARG EEN KB IHE £ T
g N BRI B i BLUIE H 2E
ERGTEATHE AR > REIEA
ETEENBMETHEREKY > HE
A s B D RN T 1R A A O D TR 2 2
(9 E R L o [l > AR FEE
SE B B R 1 A% 0 T 3 B A R AT R A R
B EEWEFFNE Mg - M
P MR o 5T A R R AL
R g ANAR S 28 o



10.

Corruption Risk

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

Pandemic risk

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

Sanctions Risk

We are a company incorporated in the
PRC and we comply with all applicable
PRC laws and regulations, undertake
the international commitments and
international obligations made by China
and the relevant resolutions passed by
the UN Security Council. However, as
a result of our international activities,
we are also subject to the laws and
regulations of the various countries
and regions in which we do business.
In order to prevent and control the
risk of sanctions, we established an
export control internal compliance
program (ICP) within the Company. The
Company’s ICP adopts the principle of
comprehensive control (CATCHALL),
and the scope and content of the ICP
control will be adjusted in time in
accordance with the changes in the
international export control situation and
the possible impact on the business of
the Company. In particular, if any of our
transactions is conducted in or through
the United States, or otherwise involves
U.S. persons, U.S. dollar clearing in the
United States or U.S.-origin goods, U.S.
sanctions regulations may be applicable
to some or all of such transactions.
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In recent years, the U.S. sanctions
landscape has evolved substantially,
especially those targeted at Iran and
Cuba. 16 January 2016 marked the
“Implementation Day”, which marked
the full execution of sanctions relief
promised to Iran as part of the Joint
Comprehensive Plan of Action (JCPOA)
as negotiated by Iran, the P5+1 (the
United States, Russia, China, France,
the United Kingdom and Germany)
and the EU and endorsed by the UN
(“Iran Nuclear Deal”). In exchange
for curtailing certain nuclear-related
activities, Iran was granted relief from
certain U.S., EU, and UN sanctions.
However, the United States announced
on 8 May 2018 that it will withdraw
from the Iran Nuclear Deal and restore
sanctions against Iran. Therefore, the
Company decided to terminate all
business ties in Iran thereafter from a
prudent perspective and the Company
has no existing or implemented project
in Iran.

As to Cuba, following a resumption
of formal diplomatic ties between
the two countries under the Obama
administration and the removal of
Cuba from the U.S. government’s State
Sponsors of Terrorism list, a series of
amendments to OFAC’s Cuban Assets
Control Regulations and Section 746.4
of Export Administration Regulations
administered by the Bureau of
Industry and Security of United States
Department of Commerce expanded
the range of transactions in which U.S.
persons are allowed to engage with
Cuba. However, beginning in November
2017, the former U.S. government (the
Trump administration) began to reverse
some (but not all) of the changes made
by the Obama administration and to re-
tighten the U.S. embargo against Cuba.
These changes included the creation of
the State Department “List of Restricted
Entities and Subentities Associated
with Cuba” that identifies entities that
are “under the control of, or act for
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or on behalf of, the Cuban military,
intelligence, or security services or
personnel” (the “Cuba Restricted
List”). U.S. persons are prohibited from
engaging in certain direct financial
transactions with entities on the
Cuba Restricted List. Additionally,
the Commerce Department will deny
licenses in most cases for exports of
U.S.-origin items for use by entities on
the Cuba Restricted List. Furthermore,
on 4 March 2019, the former U.S.
government announced that it would
authorize U.S. nationals to file a limited
range of civil claims against entities
operating in Cuba pursuant to Title III
of the Cuban Liberty and Democratic
Solidarity Act of 1996 (also known
as the Helms-Burton Act). Following
the regulatory changes in the United
States and taking into account the local
economic conditions, no potential
project carried out in Cuba has been
approved by the general manager of the
Company. The Company has no existing
or implemented project in Cuba and
has expressed no willingness to carry
out business in Cuba market recently.
Pursuant to our ICP control, every
potential project carried out in Cuba
must be (1) reviewed by the Company’s
internal export compliance office; (2)
reviewed by outside legal counsel; and
(3) approved by the general manager of
the Company.
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Notwithstanding the former U.S.
government’s revised sanctions policies
vis-a-vis Iran and Cuba, we believe
we have been in compliance with the
Sanctions Undertakings made at the time
of the Listing as regards to economic
sanctions. We also believe that our
internal control policies targeted at
sanctions compliance, and in particular
our internal compliance program on
export control, are sound and sufficient
to assist us in navigating the evolving
international sanctions landscape.
Despite the far-reaching and complex
nature of U.S. sanctions programs, our
limited activities in the United States
and rigorous internal control policies
will minimize our exposure and liability
to any potential sanctions violations.
Of course, it is not possible to foresee
which countries or organizations the
present U.S. government (the Biden
administration) and the future U.S.
governments may place under sanctions.
However, previous U.S. administrations,
including the Trump administration,
have provided either a “wind-down”
period, or issued a general or specific
license, in order to allow affected firms
to terminate operations and withdraw
from countries placed under new
sanctions. Though the termination or
forfeiture of any business operations
or revenue in relation to any newly
sanctioned counterparties, industries,
projects or countries, may cause an
adverse impact on our operations,
financial condition, or ability to carry on
business in the jurisdictions concerned,
we strive to reduce such hazards through
proactive political and economic risk
assessment, along with timely legal
advice from experienced external
counsel. Furthermore, as a result of the
foregoing, the Company’s exposure
in Cuba is so limited that any adverse
impact from changes to Cuba sanction
by the United States will be minimal.
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13.

14.

Personnel Change Risk

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

Material Litigation and Arbitration
Risk

During the reporting period, there was no
litigation or arbitration that would cause
a material impact on the operations of the
Company. During the reporting period,
the progress of non-material litigation
and arbitration which occurred during the
reporting period was as follows:
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In December 2015, a Turkish owner
(an independent third party) (the
“Owner”) initiated an arbitration
proceeding against the Company at the
International Court of Arbitration of the
International Chamber of Commerce
(the “Arbitration Court”), alleging
that there were flaws in an engineering
contracting service provided by the
Company and requiring the Company
to compensate for various losses
and expenses caused by the flaws,
including loss of profit, repair costs, and
investigation expert fees.

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

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

The Company has completed the
payment of the Settlement Amount
in accordance with the requirements
under the Settlement Agreement. The
Owner has confirmed the receipt of the
Settlement Amount. The execution of
the arbitration award has completed,
and the Company no longer bears any
obligation in respect of the arbitration
award.
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15.

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

Market Risk

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

During the reporting period, the Group
continued to enhance its awareness of
active management of market risks,
steadily advanced various management
tasks, promoted the optimization of
daily monitoring systems, and carried
out corresponding technological
development to enhance the Group’s
market risk management capabilities.
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16.

Risks in Relation to Privatization and
Internal Integration

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

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

In 2021, as guided by the gist of the Central
Economic Working Conference, and in line
with the 14th Five-Year Plan for National
Economic and Social Development, the
Company will adapt to the new normal
under the pandemic with a positive attitude,
and put new development philosophies
into practice with resolve and courage to
constantly “identify changes, adapt to changes
and seek changes” in an all-out effort to
realize CMEC’s new development pattern of
high-quality “dual circulation”.

L General Approach to Business
Development

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

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

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

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

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

II. General Approach to Reform and
Innovation

@0

an

(111)

Deepened reform of the system
and mechanisms

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

Actively explore model
innovation

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

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

For the engineering contracting
business, the Company will strive
to keep up with the development
trends of the latest technologies
and solutions in various fields
both at home and abroad. For the
Trading Business, the Company
will continue to increase the
technological R&D investment
in respect of its core products,
and continuously upgrade based
on market and customer needs,
in order to maintain a leading
position in terms of technology.
For the design consulting
business, the Company will
continue to uphold technological
innovation as its driving force,
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II1.

accelerate the transformation
and application of existing
technological achievements and
enhance its capacity to provide
comprehensive solutions.

General Approach to Management
Improvement

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

The Company will prepare for the
“l14th Five-Year Plan” and enhance
top-level design; improve the talent
introduction, training, utilization and
management system; enhance scientific
corporate governance; continue to
reinforce awareness for “tightening
our belts”; continue to improve
management efficiency by streamlining
the organizational structure and
enhancing differentiated management;
effectively enhance the supporting
role of informatization on corporate
management and control; and strive to
increase the management and control
capacity of basic functions.
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FINAL DIVIDEND

Given that the Company is currently in the process
of privatization, the Board does not recommend the
payment of a final dividend for the year ended 31
December 2020. For details of privatization, please
refer to 13 January Announcement.

CORPORATE GOVERNANCE

The Group is committed to maintaining high
standards of corporate governance to safeguard the
interests of the Shareholders and enhance corporate
value and accountability. The Company has
adopted the CG Code as its own code of corporate
governance. The Company has complied with the
code provisions as set out in the CG Code (except
for code provision A.2.7 of the CG Code) during the
year ended 31 December 2020 and up to the date
this announcement.

Pursuant to the requirements under code provision
A.2.7 of the CG Code, the chairman should at least
annually hold one meeting with the independent
non-executive Directors without the presence of
other Directors. Due to the arrangement for the
timing of the 2020 meetings, no meeting could be
arranged for the chairman and independent non-
executive Directors in 2020. The Company plans
to arrange a meeting between the chairman and
independent non-executive Directors within 2021.
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MODEL CODE FOR
TRANSACTIONS

SECURITIES

The Company adopted the Model Code as its own
code of conduct regarding securities transactions by
Directors and Supervisors on terms no less exacting
than the required standard set out in the Model
Code. Upon specific enquiry of all the Directors
and Supervisors, all the Directors and Supervisors
confirmed that they had complied with the Model
Code during the year ended 31 December 2020.

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

PURCHASE, SALE OR REDEMPTION OF
THE LISTED SECURITIES

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

AUDITORS

Ernst & Young (ZKEFHAEEHT) and Ernst &
Young Hua Ming LLP (Special General Partnership)
(ZK Rt Sws T (FRR @5 %)) were
appointed as the Company’s international and
domestic auditors, respectively, for the year ended
31 December 2020. The 2020 consolidated financial
statements of the Company prepared in accordance
with IFRSs have been audited by Ernst & Young.

BERX5NEESTA

AN TR A CREHESE R > fF 7 8 35 I B AT
75 95 28 Zy AT B SE RN > RS B8 KRR ME Sy HI)
BTl i HE e HE R o S 2l O Bl AR > 2
W R EEMR > HER#EE2020F12H31H
14— H A SF (REHESF I ©

A RN E SR — B ORI R HE Sy RID sl
BRERY R B R 22 2 5 4T 2 sr ) > DI RE AR A 0
R B AEUAR SRR DR B A R T S A0 A B MR 2
RUE H AL AR o

BE HEIEE LHES

2020412 31 H ILF R > A ] 3if 48 55 0] H
A AZ BT b T AT AT H R > 1A 2N B B HAT 0] B
NEIDIN 3 = e R 7

% B

BAE20204F12 31 HILFRE > 22k & 51 Al =58 ir
T 22 7K HEBR G Rl 8 BT (R K8 A 5 ) 40 9
TAT By AR ) 5 5% A SRR 5 T A% B o AR 52 ]
FUR TS 4 B A SR B R N D 2020 4F A B A IS R R
B 2K & s i A

105



REVIEW OF ANNUAL RESULTS BY THE
AUDIT COMMITTEE

The Company established the Audit Committee and
adopted the written terms of reference in compliance
with the CG Code. The primary duties of the Audit
Committee are to review and supervise the financial
reporting process and internal controls system. The
Audit Committee comprises one non-executive
Director, Mr. MA Jian and two independent non-
executive Directors, namely Mr. LIU Li (committee
chairman) and Ms. LIU Hongyu.

The Audit Committee has jointly reviewed with
the management on the accounting standards, and
discussed internal control and financial reporting
matters (including the review of the annual results)
of the Group. The Group’s annual results for the
year ended 31 December 2020 have been reviewed
by the Audit Committee. The Audit Committee
considered that the annual results are in compliance
with the applicable accounting standards, laws and
regulations, and the Company has made appropriate
disclosures thereof.

PUBLICATION OF THE AUDITED
CONSOLIDATED ANNUAL RESULTS
AND 2020 ANNUAL REPORT ON THE
RESPECTIVE WEBSITES OF THE STOCK
EXCHANGE AND THE COMPANY

This annual results announcement is published
on the respective websites of the Stock
Exchange (www.hkexnews.hk) and the Company
(www.cmec.com). In accordance with the
requirements under the Listing Rules which are
applicable to the reporting period, the 2020 annual
report containing all the information about the
Company set out in this preliminary announcement
of results for the year ended 31 December 2020 will
be dispatched to the Shareholders and published on
the respective websites of the Stock Exchange and
the Company in due course.
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DEFINITIONS AND GLOSSARY OF EENRFMME

TECHNICAL TERMS

“ASEAN”
(3R ]

“Audit Committee”

eSSl

“Board”
EX 54

“CG Code”

(SR~

“China Machinery International”

[

“CHPI”

[ RE

“China United”

[ o B

Association of Southeast Asian Nations

P [ A gk

the audit committee of the Board
HHROFILZES

the board of Directors
WG

the Corporate Governance Code set out in Appendix 14 to the Listing
Rules
R CETTRR R B8k + 71 2 (SR <7 A1)

China Machinery International Engineering Design & Research Institute
Co., Ltd.* (i 5 T s 75 B A BR =5 AE 22 F]), a wholly-owned
subsidiary of our Company established in the PRC on 5 October 1993
with limited liability

R P TR SR R B A IR A ] - —ZIR 1993410 7 5 HJA
I8 G M AT A A PR R - A 2 ) Y 2 S 8 )

Harbin Power System Engineering and Research Institute Co., Ltd.* (¥
T 8 ¥l WA S R R T 7S A PR3 Fl), a corporation established in
the PRC on 14 January 1997
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China United Engineering Corporation Limited* (& LA KR
/v7l), an enterprise established in the PRC on 21 January 1984 and a
wholly-owned subsidiary of SINOMACH, our connected person and our
Promoter
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“CNEEC”

[T

“Company”, “our Company”
or “CMEC”

[T~ [ARA W] 8
[ CMEC J

“Core Sectors”

R ANGES

(13 M . 2
developing countries

[ 8% Hh B %

“Director(s)”
[# %

“Domestic Share(s)”

[ A

China National Electric Engineering Co., Ltd.* (B JJ THEAR
/yH]), a limited liability company incorporated in the PRC in October
1979 (including all CNEEC subsidiaries, except where the context
otherwise requires), which is wholly-owned by SINOMACH

FE RN TAREARAR > — K 19794F 10 H 16 A B 53 i 5z 9 A fR
HAEATE (EiETHE LA WEAR - BRIFXE DA > h e
EHA

China Machinery Engineering Corporation® (9 B4 sk 5 TH2 A% 0y
AR H]), 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 AR B TRE I A PR A R > —ZKR20114F 1 H 18 H 7 L it
WAL HI AR A R R 5 BRIESCE DA PR - AR () R AT &
Je (i) AR 2 ) R 2y B R S 2 W B A s AT R T S KK
LR B 2w Bl (R LT S8 ) G B 58 1Y S 5

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

FRA B P TR R G SE 5 1A% AT 26 5 56 D BB URAT 36 ~ Sl 1T 26 %
T AT 3

refers to the 139 countries worldwide with low income, low middle
income and upper middle income economies which as defined by World
Bank are those with gross national income (GNI) per capita less than
USD12,475

TS SRAT B 2 A B TR AR IK P ~ AR K AF B rb s K1 B 2 3Kk 139 1
B 5 > H S RAB U AR 12,475 %50

the director(s) of our Company

E/NE: o

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

[EPC

“EU”
[k

“GDP”
[ Ay A 7 A (E

“Group”, “we” and “us”
[ A AL ] sl [ 34 J

“H Share(s)”

[H% |

“HKS$”
[T

“Hong Kong Companies
Ordinance”

[ A2 w1

“IFRS”
[ 12 ¢ 5 e ot )

“independent third party(ies)”

[ S5 =77 |

a common form of contracting arrangement whereby the contractor
is commissioned by the project owner to carry out such project work
as design, procurement, construction and trial operations, or any
combination of the above, either through the contractor’s own labor or
by subcontracting part or all of the project work, and be responsible for
the quality, safety, timely delivery and cost of the project
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AREWMNBS BT AEE TE)  WHEANEE - ©4 -
T REAR R

European Union

I A e L

the gross domestic product

I8 1A A= 7 AR(E

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

AN R KSR SCFE T3 A TR ST A R ) 2

overseas listed foreign Shares in our ordinary share capital with a
nominal value of RMB1.00 each, subscribed for and traded in HK$ and
which are listed on the Main Board in the Stock Exchange

FoAM L 28 A Y B Ah BT AN > R (i AR 1.000T - LA T
A N B o MRS BT AR BT

Hong Kong dollars, the lawful currency of the Hong Kong Special
Administration Region of the PRC
HETC R B U AT B A E R

the Companies Ordinates, Chapter 622 of the Laws of Hong Kong, as
amended, supplemented or otherwise modified from time to time

REARHERT ~ Al 70 LA T A8 25 19 7 s 2k 1 2 622 554 =1 bk o

International Financial Reporting Standards

5 ¥ Bt 5 o ¥4 )

person(s) or company(ies) which is (are) independent of the Directors,
Supervisors, controlling Shareholder, substantial Shareholder and the
chief executive (such terms as defined in the Listing Rules) of the
Company or any of its subsidiaries or an associate of any of them

WAL A W S HAT AT R A Wl E o~ B - BERUBOR - EEBR K
TR GE F B CETTRLAD) BUEfT—J7 A B B AR M8 AL 7
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“International Engineering
Contracting Business”

[ [ TR R 3E 5
“JiKan Research Institute”
[ B |

“Listing”

[

“Listing Rules”
[CETRLA ]
“Model Code”

[ RSy I |
“Non-Core Sectors”
AN
“OFAC”

A1 A R

“PRC” or “China”

[

“RMB” or “Renminbi”
NG

“Science and Technology
Research Institute”

[R5 Be |

“Services Business”

[ 5 275

the International Engineering Contracting Business conducted by our
Group with a primary focus on EPC projects

HIASE [ B J& - Sl DLEPCIE H /5 B A4 B B T K 6 2605

China JiKan Research Institute of Engineering Investigations and
Design Co., Ltd.* (Mt TEREEFIF R BEABRAR]), a company
established in the PRC and a wholly-owned subsidiary of the Company
P TSl B s R T Fe B A PR A 7] > — S0 H B i Aoz A9 28 =] 3z 27
/NSRS < () /A

listing of our H Shares on the Stock Exchange
FAM A 5 =2 B | vl B H AR

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, as amended from time to time

(WG 22 5 Frag 77 LB (RERRHERT)

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

CETRERD B8 1 Pl B 384T N EE AT RE 27 5 5y IO AR e ST HIDD

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

ARSI I Ja 7 F AT B P AR R B S5 4% AT S AT 2

the Office of Foreign Assets Control of the US Department of the
Treasury

% B o ECHR T A A R

The People’s Republic of China excluding, for the purpose of this
announcement only, Hong Kong Special Administrative Region of the
PRC, the Macau Special Administrative Region of the PRC and Taiwan
i NRIEFE A A SIS o A EAE A R AT B ~
5 TR A I S 5

Renminbi yuan, the lawful currency of the PRC

ANRHTT > Bk E R

SINOMACH Academy of Science and Technology Co., Ltd.* (E#&4E
[ BB Al W 5 B AT BRZA 7)), a limited liability company established in
the PRC, which is wholly-owned by SINOMACH

8 8 A R B2 T F S B A PR A > — 0 P B R SE B A IR AR S
ERNEL L &< =)

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

A 8 B JR 1) R R RS~ RS SR ARACREAR S A m AU
Hie s B2 FoAth Al 5

110



“Share(s)”
[ A |

“Shareholder(s)”
Nila d

“SINOMACH”

B |

“Sinosure”

[ B £

“Stock Exchange”
R

“subsidiary(ies)”

[ Bf$Jag 2 7 |

“Supervisor(s)”

[Ei |

“the Belt and Road”

[ — B |

“Trading Business”

[ 5 37 |

“UN”
[ 5

“United States” or
“U‘S.” Or (‘US”
[ &

share(s) in the share capital of our Company, with a nominal value of
RMB1.00 each, including our Domestic Shares and H Shares
AR A B AS v g R T (BN R 1.00 T Y By - B4 TR IR S H i

holder(s) of our Share(s)
AR LE S EEPN

China National Machinery Industry Corporation® ([ # i T.2£ 45 [#]
A FRZA7]), a state-owned enterprise established in the PRC on 21 May
1988, our controlling Shareholder

TRAM 1 452 e e R B B TR A BR A ) > — RN 19884FE5 H21 H
e v B ST Y A A 2

China Export & Credit Insurance Corporation ("B 115 IR BE 2
Fl), a policy-oriented insurance company specializing in export credit
insurance in the PRC and an independent third party

B S AR BRA F] > — A R R O PR B Y R P PR B
A R VAL S =07

The Stock Exchange of Hong Kong Limited
W5 22 5 B BR 2 )

has the meaning ascribed thereto under the Listing Rules

HA CEm A BT 5% (199 78

the supervisor(s) of the Company

AN B

the Silk Road Economic Belt and the 21st-Century Maritime Silk Road
RRE 2 BR AR AR A 21 AV b AR 2 B

the international and domestic trading business conducted by our Group

AR AT O I PR B A B ) S

the United Nations
WA

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

FHEEE R - HAH L - 8 &z H R R A BT A b
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“U.S. dollars” or “USD”

United States dollars, the lawful currency of the United States

375 ] FIt - REEE R

“%” per cent. or percentage

[% ] [ER 4

* Denotes English translation of the name of a * 75 11 15 2. ] 2 BT A A Y 95 L B R E

Chinese company or entity or vice versa and is
provided for identification purposes only.

By Order of the Board
China Machinery Engineering Corporation*
BAI Shaotong
Chairman

Beijing, the PRC, 25 March 2021

As at the date of this announcement, the executive
Directors are Mr. FANG Yanshui and Ms. AI Wei;
the non-executive Directors are Mr. BAI Shaotong,
Mr. MA Jian and Mr. ZHANG Zhiyu; and the
independent non-executive Directors are Mr. LIU
Li, Ms. LIU Hongyu, Mr. FANG Yongzhong and
Mr. WU Tak Lung.

*  For identification purposes only
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