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Important Notice

The Board and the Supervisory Committee of the Company and its Directors, Supervisors and senior management
warrant that the contents of this interim report are true, accurate and complete without false representations,
misleading statements or material omissions, and they severally and jointly accept legal responsibility for the above
warranty.

The 20th meeting of the third session of the Board was convened on 27th - 28th of August 2020. 6 out of 7 eligible
Directors attended the meeting. Zhang Zhaoxiang, Vice Chairman, did not attend the meeting due to other business
engagements and authorized Lin Jinzhen, a Director, in writing to attend the meeting and exercise the voting right
on his behalf upon consideration of the resolutions.

Position of Name of the Reason for the Name of
the absent Director absent Director absence of the Director the appointee
Vice Chairman Zhang Zhaoxiang Due to other Lin Jinzhen

business engagements

The interim financial statement of the Company for the first half of 2020 has been reviewed by WUYIGE Certified
Public Accountants LLP, but has not been audited. WUYIGE Certified Public Accountants LLP issued a review
report of unqualified opinion report to the Company.

Guo Wenging, the Chairman and legal representative of the Company, Zou Hongying, the Vice President and
General Accountant of the Company, and Fan Wanzhu, the Deputy General Accountant and Head of the Financial
Planning Department have declared that they warrant the truthfulness, accuracy and completeness of the financial
report contained in this interim report.

Statement for the risks involved in the forward-looking statements

The forward-looking statements contained in this report regarding the Company'’s future plans and others do not
constitute any substantive commitment to investors and investors are reminded of investment risks.

Is there any misappropriation of non-operating funds by the Controlling Shareholder and its related parties
No

Is there any external guarantee made in violation of the required decision-making procedures

No

Warning of major risks

1. International and domestic macroeconomic trends

All business operations of the Company are affected by the international and domestic macroeconomic
environment. Macroeconomic trends inside or outside China may have an impact on various business
segments of the Company, including procurement, production and sale, thereby causing fluctuations in the
Company’s operating performance. The Company’s operating income is mainly derived from the domestic
market. Its business operations may perform differently in various domestic economic cycles.

2. Changes in the policies of the industries in which the Company was involved and the demands of its
domestic and overseas markets

The Company's engineering contracting, property development, resources development and equipment
manufacture businesses were all influenced by the policies of the industry. The sudden outbreak of
COVID-19 has increased the uncertainty of the external market situation. In recent years, the Company's
adjustments to the business fields and regional market strategies were, to a certain extent, a result by
following the structure adjustment and upgrade of the steel and iron industry, the implementation of “Made in
China 2025”, a nation strengthening strategy focusing on manufacturing industries, and the implementation
of regulatory policies for the property industry, periodic fluctuations of the industries and changes in the
operating situation of upstream and downstream enterprises of the industries, which thereby affected the
Company's internal business structure and in return affected its financial position.

Others

Unless otherwise specified, all the amounts in this report are denominated in RMB.
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Formosa Ha Tinh Steel Plant in Vietnam had a planned production capacity of approximately 22 million tons. It is the only newly built
10-million-ton-level greenfield steel project overseas in the past 20 years, and is also the largest overseas metallurgical construction
project undertaken by the Company so far. The Company undertook the work covering the overall planning, overall consulting, as well
as the design, equipment supply, construction, operation and maintenance of main production units of the raw material plant, sintering,
coking, blast furnace, steelmaking and continuous casting, rod-wire, hot rolling and auxiliary facilities, etc., successfully realized China's
first 10-million-tonne-level greenfield steel system design and output of the entire industrial chain. The project started construction in May
2014 and was successfully put into production in May 2017.
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Definitions

In this report, unless the context otherwise requires, the following expressions have the meanings as follows:

“Company” or “MCC” Metallurgical Corporation of China Ltd.

“State Council” the State Council of the People’s Republic of China

“SASAC” the State-owned Assets Supervision and Administration Commission of the State
Council

“CSRC” the China Securities Regulatory Commission

“SSE” the Shanghai Stock Exchange

“A Share Listing Rules” the Rules Governing the Listing of Stocks on the Shanghai Stock Exchange

“Hong Kong Stock Exchange” The Stock Exchange of Hong Kong Limited

“The Listing Rules of Hong Kong the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong

Stock Exchange” or “H Share Limited
Listing Rules” or “Hong Kong
Listing Rules”
“Controlling Shareholder” China Metallurgical Group Corporation
or “CMGC”
“China Minmetals” China Minmetals Corporation
“MCC Real Estate” MCC Real Estate Group Co., Ltd.
“Shareholders’ Meeting” the shareholders’ meeting of Metallurgical Corporation of China Ltd.*
“Shareholder(s)” holder(s) of share(s) of the Company
“Board” the board of Directors of Metallurgical Corporation of China Ltd.*
“Director(s)” the director(s) of the Company, including all executive, non-executive and

Independent Non-executive Directors

“Independent Director” or a Director who is independent of the Shareholders of the Company and is not an
“Independent Non-executive employee of the Company, has no material business connections or professional
Director” connections with the Company or its management and is responsible for exercising

independent judgment over the Company’s affairs

“Supervisory Committee” the Supervisory Committee of Metallurgical Corporation of China Ltd.*
“Supervisor(s)” the supervisor(s) of the Company
“Articles of Association” the articles of association of Metallurgical Corporation of China Ltd.*

“rules of procedure for the board of rules of procedure for the board of directors of China Metallurgical Group Corporation
directors”

“Reporting Period” from 1 January 2020 to 30 June 2020
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Definitions

“A Share(s)” the domestic shares with a nominal value of RMB1.00 each in the ordinary share
capital of the Company, which are listed on the SSE and traded in RMB

“H Share(s)” the overseas listed foreign invested shares with a nominal value of RMB1.00 each in
the ordinary share capital of the Company, which are listed on the Hong Kong Stock
Exchange and traded in Hong Kong dollars

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

“connected person(s)” connected party/parties under A Share Listing Rules and connected person(s) under
the H Share Listing Rules

“Renminbi” or “RMB” Renminbi, the lawful currency of the PRC

“HK$” Hong Kong dollars, the lawful currency of Hong Kong, PRC

“Usb” United States dollars, the lawful currency of the United States

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

“Corporate Governance Code” the Corporate Governance Code and Corporate Governance Report set out in

Appendix 14 of the Hong Kong Listing Rules
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Chairman’s Statement

Dear Shareholders,

It is not an easy task to start and maintain an enterprise, and results are achieved only by hard work. In the first half of
the year, MCC achieved impressive and remarkable results in its “mid-term examination”. We did best in achieving stable
growth against the economic downtrend, with the operating performance hitting a record high in the same period. Our most
prominent performance is taking the lead and initiatively burdening heavy responsibilities to fight against COVID-19, which
fully demonstrates our role as an excellent central enterprise.

During the Reporting Period, the indicators including operating revenue, total profit, net profit and newly signed contract
value all hit new highs, and the indicator for asset quality continued to improve. Among them, the operating revenue
amounted to RMB180.565 billion, representing a year-on-year increase of 13.55%. Total profit was RMB5.503 billion,
representing a year-on-year increase of 12.72%, of which net profit attributable to Shareholders of the listed company
was RMB3.592 billion, representing a year-on-year increase of 13.78%; newly signed contracts amounted to RMB465.219
billion, representing a year-on-year increase of 21.96%. Quality of the contracts continued to improve, and the newly
signed individual contracts with value of more than RMB500 million reached a total of RMB268.925 billion, representing a
year-on-year increase of 30.16%. The Company has made new achievements in scientific and technological innovation.
4,735 patent applications were filed in the first half of the year, and 2,252 patents were newly granted, accumulating
30,663 effective patents as of the end of the Reporting Period, further improving the quality of its patents. The Company
took lead in developing and issued 3 international standards and the national standard “General Technical Requirements
for Emergency Medical Modular Isolation Units”({ &% ISR IR BB o@ARIITEK)). It has owned an accumulation of
26 technological innovation platforms at national level, and won 51 National Science and Technology Awards and 73 China
Patent Awards, and issued 51 international standards. MCC has shown steady growth trend for substantial development.

At present, the COVID-19 pandemic is still spreading around the world. The world is undergoing profound changes, and
the economy is in a deep recession. China’'s economic recovery is accelerating, but the basis for sustained recovery is
not stable enough. We will judge the situation from a dialectical perspective. We will better prepare ourselves, both at
thought and practical work level, to face the external environment changes in the long run. While being assertive, we will
pull our efforts to focus on our own development. While emancipating the mind and seeking the right direction, we will
spare no efforts to achieve our annual targets, steadily improve the efficiency and the quality, and continue to enhance the
brand influence by seizing market opportunities, speeding up the transformation and upgrading, as well as building up
the development momentum. Seeking new opportunities in the crisis and opening up new prospects against the changing
environment, MCC will strive to pursue a new round of high-quality and leap-forward development.

In terms of industrial optimization and upgrading, we will stand our ground in forging the world’s top “national team” for
metallurgical construction, accelerate the upgrading and form new advantages. We will persistently increase efforts to
build the national team system for the metallurgical construction industry, and develop a super-premium national team.
Relying on the iterative upgrade of core technologies, we always ensure our leading position in the industry. We will push
ahead with optimization by industry chain consolidation advantages, so as to retain its irreplaceable role in the industry. We
will start “second pioneering work” with continuous innovation, aiming to maintain the strong momentum for development all
the time. We will build an excellent and main force for infrastructure construction, accelerate the improvement and take it to
a new level. We will continue to empower and facilitate the development of the forerunner of the emerging industries, and
speed up breakthroughs and explore new sectors.

In terms of market expansion, we will adhere to the market development principle of “herding sheep on the grassland and
casting a net at fishpond”. We will strengthen the market development leadership building of “the major leaders taking the
lead to develop the market, organizing elites and talents to seek opportunities in the market”. Meanwhile, we will focus on
the goal orientation, be self-motivated and assign responsibilities, and aim to achieve trillion contract value. We will stress
and strengthen the systematic advantages and further improve the market development system. We will strive to seize a
new round of infrastructure investment opportunities by highlighting the entire process of marketing and further improving
the quality of market operation.

In terms of tapping potentials and increasing efficiency, we bear the philosophy of “Saving one cent is easier than earning
one cent” in mind. We will adhere to fine management; strengthen cost control of all staff, all factors and the whole process;
continue to focus on reducing the controllable expenses and financing costs as much as possible, so as to strictly save
various expenses and reduce all kinds of costs.

For the purpose of stringently controlling risks, we will take stability as the top priority and place risk control as an important
prerequisite for all business activities, sparing no efforts to strengthen risk management of financial capital, investment
control, risk control of overseas business, as well as safety production and flood relief.

With respect to team building, we will continue to practice the pragmatic and enterprising work style, pay close attention
to the implementation of works, and vigorously strengthen the construction of capacity to implement and give priority
to strengthening the strategic implementation and system implementation. We will properly develop and exchange
outstanding young talents, continue to enhance the match and suitability between personnel and posts; strengthen the
echelon building of reserve talents and optimize the team structure; proactively forge the work mechanism in which the
capable staff take the lead, the excellent staff are awarded, the mediocre staff are subordinated and the unqualified staff
are weeded out. In that way, we will strive to build a practical team with integrity and truthfulness, and be able to achieve
the substantial performance that live up to the times.

Our original intention remains unchanged, and we will never slack off despite all the difficulties. In spite of the current
severe and complex environment, we will stay firm with confidence and determination, be realistic, pragmatic and earnest
and make progress every day, and do not slacken the pace. In that spirit, we will strive to write a new chapter of “Focusing
on the core business of MCC in building a better MCC”, to create new and greater value for the country, the shareholders,

the society and our employees! ( z
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Company Profile and Major Financial Indicators

MCC is the world’s largest and strongest metallurgical construction contractor and operation service provider, one of
the state-recognized major resource enterprises, one of China’s largest steel structure producer, and the main force for
China’s infrastructure construction. In the early stages of China’s reform and opening-up, CMGC with MCC as its core asset
created the world-renowned “Shenzhen Speed”. It was ranked 8th in ENR’s Top 250 Global Contractors in 2019.

Adhering to the strategic positioning of “being the national team of metallurgical construction, the main force of
infrastructure construction, and the frontrunner of emerging industries, and insisting on the road of high-tech and
high-quality development in the long term”, MCC assumes the national responsibility of leading China’s metallurgical
industry to a higher level with its advanced core technology, integrated advantages in the irreplaceable whole metallurgy
industry chain, and the capacity of continuous innovation. Relying on its outstanding scientific research, exploration, design
and construction capabilities, MCC speeds up transformation and upgrading, builds up the “four-beam and eight-pillar”
business system, and forges itself into the leading force of national infrastructure construction. By taking innovation as
the new engine and fuel for corporate development, MCC undertakes the important task to innovate and lead China’s
development of emerging industries, thus constantly upgrading itself with new ‘name card’ for promoting sustainable
development under the new normal.

As an innovation-oriented enterprise, MCC has 12 Class A scientific research and design institutes and 15 large-scale
construction enterprises, with 5 comprehensive Class A design qualifications and 37 special-grade general contracting
construction qualifications. Among its subsidiaries, 2 are granted with quadruple special-grade construction qualifications,
6 are granted with triple special-grade construction qualifications and 4 are granted with dual special-grade construction
qualifications, ranking forefront in China. MCC also has 26 national-level scientific research and development platforms and
over 30,000 effective patents. Since 2009, it has won 73 China Patent Awards (winning the China Patent Gold Award for 3
consecutive years from 2015 to 2017). Since 2000, it has won 51 National Science & Technology Awards and published
46 international standards and 523 national standards. It has received the Luban Prize for Construction Projects for 107
projects in aggregate (including those participation), the National Quality Engineering Award for 202 projects (including
participation), the Tien-yow Jeme Civil Engineering Prize for 18 projects (including participation), and 606 Metallurgy
Industry Quality Engineering Awards. MCC has over 57,000 engineering technicians, 2 academicians of the Chinese
Academy of Engineering, 12 national exploration and design masters, 4 experts listed in the National “Hundred, Thousand
and Ten Thousand” Talent Project, 476 staff members enjoying special government allowance from the State Council,
3 gold medalists of the WorldSkills Competition, 1 winner of the Grand Skill Award of China and 65 National Technical
Experts.

MCC was listed on the main board of the SSE and the Hong Kong Stock Exchange on 21 September 2009 and 24
September 2009, respectively. At present, the A Shares of the Company have been selected to be a constituent stock of
the SSE Central State-owned Enterprises Index, MSCI Concept Index, Central State-owned Enterprises Innovation Index
and 300 Innovation Index, etc.; while the H Shares have been selected to be a constituent stock of Hang Seng Composite
Index, Hang Seng Stock Connect Hong Kong Index, Hang Seng Mainland Composite Index and Hang Seng Infrastructure
Index, etc. Specific information of the Company is set out below:
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Company Profile and Major Financial Indicators

CORPORATE INFORMATION

Company name (in Chinese)
Abbreviation in Chinese
Company name (in English)
Abbreviation in English

Legal representative of the Company

FEDE SR TRMNER AR

HhEAIA

Metallurgical Corporation of China Ltd.*
MCC

Guo Wenging

CONTACT PERSONS AND CONTACT METHOD

Secretary to the Board

Name
Address
Facsimile
Telephone

E-mail

BASIC INFORMATION

Registered address of the Company

Postal code of registered address of the Company

Business address of the Company in the PRC

Postal code of the business address of the Company
in the PRC

Business address of the Company in Hong Kong

H Share registrar and transfer office

Address of H Share registrar and transfer office

Website address of the Company

E-mail

Zeng Gang

Joint Company Secretaries

Zeng Gang and Ng Sau Mei

MCC Tower, 28 Shuguang Xili, Chaoyang District, Beijing, PRC
+86-10-59868999
+86-10-59868666

ir@mccchina.com

28 Shuguang Xili, Chaoyang District, Beijing, PRC
100028

MCC Tower, 28 Shuguang Xili, Chaoyang District,
Beijing, PRC

100028

Room 3205, 32/F, Office Tower, Convention Plaza, 1
Harbour Road, Wanchai, Hong Kong

Computershare Hong Kong Investor Services Limited

17M Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong

http://www.mccchina.com

ir@mccchina.com
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Company Profile and Major Financial Indicators

IV. INFORMATION DISCLOSURE AND PLACE FOR INSPECTION

Name of media of information disclosure designated by China Securities Journal, Shanghai Securities News,
the Company Securities Times and Securities Daily

Website designated by the CSRC for publication of http://www.sse.com.cn
interim report (A Shares)

Website designated by the Hong Kong Stock Exchange www.hkexnews.hk
for publication of interim report (H Shares)

Place where interim report of the Company is available =~ MCC Tower, 28 Shuguang Xili, Chaoyang District,
for inspection Beijing, PRC

V. SHARES OF THE COMPANY

Types of Shares Stock exchanges of listing Stock abbreviation Stock codes

A Shares Shanghai Stock Exchange MCC 601618

H Shares The Stock Exchange of Hong Kong MCC 01618
Limited

VI. OTHER RELEVANT INFORMATION

Name WUYIGE Certified Public Accountants LLP
Auditor appointed by Office address 1504 Xueyuan International Tower, NO.1 Zhichun Road,
the Company Haidian District, Beijing
Signing auditors Wang Jin, Cai Jinliang
Name CITIC Securities Company Limited
Office address 23/F, CITIC Securities Tower, 48 Liangmagiao Road,

Chaoyang District, Beijing, PRC

Signing representatives of ~ Yang Bin, Chen Shumian

sponsor
Period of continuous CITIC Securities Company Limited acted as the sponsor
supervision for the initial public offering of A Shares of MCC on 21
Sponsor performing September 2009, and its continuous supervisory period
continuous supervisory expired on 31 December 2011. As the A Shares proceeds
duty during the raised by MCC have not been fully utilized, CITIC Securities
Reporting Period Company Limited continues to supervise MCC on the use of
A Shares proceeds, and performs the relevant continuous
supervisory duties after the expiry of continuous supervisory
period. CITIC Securities Company Limited, acting as the
sponsor for the non-public issuance of A Shares of MCC
(the share registration was completed on 6 January 2017),
performed sponsoring duty for the management and use of
proceeds from the non-public issuance of A Shares of the
Company and carried out continuous supervisory work.
PRC legal advisor Name Beijing Jia Yuan Law Offices
appointed by the Office address F408 Ocean Plaza, 158 Fu Xing Men Nei Avenue, Xicheng
Company District, Beijing
Overseas |ega| advisor Name Latham & Watkins LLP
appointed by the Office address 18th Floor, One Exchange Square, 8 Connaught Place,
Company Central, Hong Kong
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Company Profile and Major Financial Indicators

MAJOR ACCOUNTING DATA AND FINANCIAL INDICATORS OF THE
COMPANY

(U]

(1

Major accounting data

Major accounting data

For the Reporting
Period
(January — June)

Corresponding
period of the
previous year

Unit: RMB’000

Increase/decrease
for the Reporting
Period as compared
to the corresponding
period of the
previous year

(%)
Operating revenue 180,565,193 159,017,379 13.55
Net profit attributable to Shareholders of
the listed Company 3,591,925 3,156,882 13.78
Net profit attributable to Shareholders
of the listed Company after deducting
non-recurring profits and losses 3,280,625 2,962,289 10.75
Net cash flow generated from operating
activities 1,414,017 (5,232,028) N/A
Increase/decrease
for the end of the
Reporting Period as
End of the End of the compared to the end
Reporting Period previous year of the previous year
(%)
Net assets attributable to Shareholders
of the listed Company 93,051,587 97,949,725 -5.00
Total assets 488,713,186 458,506,213 6.59
Major financial indicators
Increase/decrease

Major financial indicators

For the Reporting
Period
(January - June)

Corresponding
period of the
previous year

for the Reporting
Period as compared
to the corresponding
period of the
previous year

Basic earnings per share (RMB/Share)

Diluted earnings per share (RMB/Share)

Basic earnings per share after deducting
non-recurring profits and losses
(RMB/Share)

Weighted average return on net assets
(%)

Weighted average return on net assets
after deducting non-recurring profits
and losses (%)

0.14
N/A

0.13

4.06

3.64

0.13
N/A

0.12

3.94

3.66

+RMBO0.01
N/A

+RMBO0.01
Increased by 0.12
percentage point

Decreased by 0.02
percentage point
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Company Profile and Major Financial Indicators

(nry Financial highlights
1. Overview

The highlights of the Company’s financial position as at 30 June 2020 and the operating results for
the six months ended 30 June 2020 are as follows:

o Operating revenue amounted to RMB180,565 million, representing a year-on-year increase of
RMB21,548 million or 13.55% from RMB159,017 million in the first half of 2019.

o Net profit amounted to RMB4,277 million, representing a year-on-year increase of RMB499
million or 13.21% from RMB3,778 million in the first half of 2019.

o Net profit attributable to Shareholders of the listed Company amounted to RMB3,592 million,
representing a year-on-year increase of RMB435 million or 13.78% from RMB3,157 million in

the first half of 2019.

° Basic earnings per share amounted to RMB0.14, and the basic earnings per share in the first
half of 2019 amounted to RMB0.13.

. As at 30 June 2020, total assets amounted to RMB488,713 million, representing an increase
of RMB30,207 million or 6.59% from RMB458,506 million as at 31 December 2019.

° As at 30 June 2020, total Shareholders’ equity amounted to RMB118,741 million, representing
an increase of RMB1,835 million or 1.57% from RMB116,906 million as at 31 December 2019.

° Newly signed contracts amounted to RMB465,219 million, representing an increase of
RMB83,754 million or 21.96% from RMB381,465 million in the first half of 2019.

Note:  the percentages of increase or decrease are calculated by rounding to whole number of RMB.
2. Revenue from Principal Business Segments

During the Reporting Period, revenue from the principal business segments of the Company is as
follows:

(1) Engineering Contracting Business

Operating revenue amounted to RMB163,537 million, representing an increase of RMB18,462
million or 12.73% from RMB145,075 million in the first half of 2019.

2) Property Development Business

Operating revenue amounted to RMB13,111 million, representing an increase of RMB2,726
million or 26.24% from RMB10,385 million in the first half of 2019.

(3) Equipment Manufacturing Business

Operating revenue amounted to RMB4,794 million, representing an increase of RMB1,066
million or 28.60% from RMB3,728 million in the first half of 2019.

(4) Resource Development Business

Operating revenue amounted to RMB1,479 million, representing a decrease of RMB790
million or -34.79% from RMB2,269 million in the first half of 2019.
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Company Profile and Major Financial Indicators

(5) Other Businesses

Operating revenue amounted to RMB1,635 million, representing a decrease of RMB48 million
or -2.84% from RMB1,683 million in the first half of 2019.

Note:  The statistics of segment revenue and segment gross margin are figures before inter-segment eliminations,
the percentages of increase or decrease are calculated by rounding to whole number of RMB.

Summary of financial statements

The following is a summary of financial information prepared in accordance with China Financial
Reporting Standards:

(1) Consolidated Income Statement

Unit: RMB’000

January to January to

Item Note June 2020 June 2019

I. Total operating revenue 180,565,193 159,017,379

Including: Operating revenue VIl 52 180,565,193 159,017,379

Il. Total operating costs 172,522,957 153,294,197

Including: Operating costs VIl 52 161,154,787 141,523,492

Taxes and levies VII 53 961,239 1,191,138

Selling expenses VIl 54 971,393 1,030,968

Administrative expenses VII 55 4,072,741 4,147,974

Research and development

expenses VIl 56 4,127,934 3,716,817

Financial expenses VIl 57 1,234,863 1,683,808

Including: Interest expenses VII 57 1,932,197 2,386,058

Interest income VII 57 967,130 1,149,521

Add: Other income VIl 58 128,573 76,097
Investment income VIl 59 (522,424) (198,337)

Including: Income of investments
in associates and
joint ventures VII 59 (47,081) (41,053)
Income recognized
in termination of
financial assets
carried at amortised

costs VIl 59 (354,740) (249,984)

Gains from changes in fair values VII 60 11,423 (8,711)

Credit impairment losses VIl 61 (1,841,852) (764,520)

Asset impairment losses VIl 62 (509,085) (28,970)

Gains on disposal of asset VII 63 13,807 20,560

Ill. Operating profit 5,322,678 4,824,301
Add: Non-operating income VIl 64 237,059 103,259
Less: Non-operating expenses VIl 65 56,352 45,371

IV. Total profit 5,503,385 4,882,189
Less: Income tax expenses VIl 66 1,226,819 1,103,931
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Company Profile and Major Financial Indicators

January to January to
Item Note June 2020 June 2019
V. Net profit 4,276,566 3,778,258
(I) As classified by continuity of operation
Net profit from continuing operations 4,276,566 3,778,258
Net profit from discontinued operations - -
(I) As classified by vested ownership
Net profit attributable to Shareholders
of the Company 3,591,925 3,156,882
Profit or loss of minority Shareholders 684,641 621,376

VI. Other comprehensive income, net of
income tax VIl 67 88,900 (2,596)

Other comprehensive income attributable

to Shareholders of the Company, net of

income tax 45,656 (1,921)
(I) Items that will not be reclassified to
profit or loss (75,347) 19,427
1.Change in re-measurement of
defined benefit obligations (46,886) 410
2.Change in fair value of investment in
other equity instruments (28,461) 19,017
(Il) Items that may be reclassified
subsequently to profit or loss 121,003 (21,348)

1.Other comprehensive income that
can be reclassified to profit or loss

under the equity method - (27)
2.Changes in fair value of receivables
at FVTOCI 4,890 (43,335)

3. Exchange differences on translating
foreign currency statements in

foreign currencies 116,113 22,014
Other comprehensive income attributable
to non-controlling interests, net of income

tax 43,244 (675)
VIl. Total comprehensive income 4,365,466 3,775,662
Total comprehensive income attributable to
Shareholders of the Company 3,637,581 3,154,961
Total comprehensive income attributable to
non-controlling interests 727,885 620,701
VIIl. Earnings per share XV 3 - -
() Basic earnings per share (RMB/share) 0.14 0.13
(I1) Diluted earnings per share (RMB/share) N/A N/A
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Company Profile and Major Financial Indicators

2) Summary of Consolidated Total Assets and Total Liabilities at the end of June 2020

Unit: RMB’000
30 June 2020 31 December 2019
Total assets 488,713,186 458,506,213
Total liabilities 369,972,309 341,600,705
Total Shareholders’ equity 118,740,877 116,905,508

VIIl. DIFFERENCE IN ACCOUNTING DATA BETWEEN DOMESTIC AND

IX.

OVERSEAS ACCOUNTING STANDARDS

[ ] Applicable Not Applicable

NON-RECURRING PROFIT AND LOSS ITEMS AND THEIR AMOUNTS
Unit: RMB'000

Non-recurring profit and loss items Amount Note (if applicable)

Profit or loss on disposal of non-current assets ,including the write-off

part of the impairment provision of the asset 13,478 Note 17
Government grants recognized in profit or loss (except for the

government grants that are closely related to the business of the

Company and received in accordance with the uniform state’s

regulations) 275,630 Note 17
The excess of the fair value of identifiable net assets acquired over the
cost for acquisition of subsidiaries, associates and joint ventures 3,930 Note 17

Profit/loss from the change of fair value of financial assets held for
trading, other non-current financial assets and transactional financial
liabilities and investment income from the disposal of financial assets
held for trading, other non-current financial assets and transactional
financial liabilities except for those profit/loss relating to the hedging

transactions under Company’s normal operating business 18,580 Note 17
Other non-operating income or expenses other than the above items 97,345 Note 17
Impact on non-controlling interests (28,129) Note 17
Impact on income tax (69,534) Note 17
Total 311,300 Note 17

MAJOR FINANCIAL DATA IN 2020 ON A QUARTERLY BASIS
Unit: RMB'000

The first quarter The second quarter

(January—March) (April-dune)
Operating revenue 72,724,921 107,840,272
Net profit attributable to Shareholders of the Company 1,892,109 1,699,816
Net profit attributable to Shareholders of the Company after deducting
non-recurring profits and losses 1,811,154 1,469,471
Net cash flow generated from operating activities (8,893,561) 10,307,578
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.  EXPLANATION ON THE PRINCIPAL BUSINESS, OPERATING MODEL
AND INDUSTRIES IN WHICH THE COMPANY ENGAGED DURING THE
REPORTING PERIOD

Following the strategic positioning of “being the national team for metallurgical construction, the main force for
fundamental construction, the forerunner of the emerging industries, and long-term adherence to pursuing the path
for development with advanced technologies and high quality” and relying on the excellent abilities in metallurgical
research, investigation, design, and construction, MCC has developed a complementary comprehensive business
structure with significant synergy effect of “four beams and eight pillars”, among which, beams refer to four
business sectors of engineering contracting, property development, equipment manufacturing and resources
development, while pillars are comprised of metallurgical engineering, high-end housing construction, mid-
and high-end real estate, transportation and municipal infrastructure, mine construction and development, core
technology equipment and MCC'’s steel structure, environmental engineering and new energy and featured theme

projects.
(U} Engineering Contracting Business
1. Industry Overview

The COVID-19 pandemic has spread across the globe ever since January 2020. Given this affect,
China’s economy was severely impacted with its GDP recording a year-on-year decline. Meanwhile,
anti-globalization is on the rise, structural, institutional and periodic problems intertwined in China’s
economy, thus increasing economic downward pressure. The constant spread of the pandemic
throughout the world directly affected transaction in international businesses and performance of
contracts, and control measures adopted by different countries to control the pandemic also brought
about far-reaching derivative effects on international businesses.

In the field of metallurgical construction, as the supply-side structural reform continued to advance,
the steel industry has gradually shifted from scale adjustment to quality and benefit adjustment,
and entered a critical stage to cut ineffective supply and foster new growth drivers. The process of
reducing production capacity, adjusting structure, and reinforcing weak links has further accelerated,
and application of green and intelligent technologies has sped up, urging the iron and steel
companies to continuously increase their investment, thus bringing various market opportunities.

In the field of fundamental construction, China has made greater efforts on contracyclical adjustment,
focusing on steadily promoting stability in six areas and security on six fronts, through implementing
proactive fiscal policy as well as robust and flexible monetary policy to expand domestic demand,
keep external demand stable and facilitate the development of new infrastructure and new-type
urbanization and key projects as well as other major projects. As governments at all levels sped up
to institute their implementation policies, investment and construction will embrace a peak period in
the industry, bringing favorable opportunities to infrastructure market.

As the national strategic planning, including western China development, the construction of China
(Hainan) Pilot Free Trade Zone, the integrated regional development of the Yangtze River Delta,
coordinated development in the Beijing-Tianjin-Hebei Region, construction of Xiong’an New Area
and Guangdong-Hong Kong-Macao Greater Bay Area, has been further advanced, the construction
for new infrastructure, new urbanization, large infrastructure projects have been further accelerated.
Emerging industries maintained strong growth momentum. Businesses related to these emerging
industries, including featured theme project, watershed treatment, soil remediation, prefabricated
buildings, will embrace great potential for development.
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Operating Results of the Business

Ever since the beginning of 2020, the unexpected COVID-19 pandemic has disrupted the normal
economic and social development, posing daunting challenges on corporate operation. “Attaching
equal importance to prevention and control of the pandemic and production and operation”, the
Company focused on core industries, core areas, core projects and core customers, and made
every possible effort to expand engineering market both at home and abroad so as to spare no pain
in making up for losses caused by the pandemic, and achieving growth in newly contracted amount
against the downtrend. During the Reporting Period, the newly signed engineering contracts of the
Company amounted to RMB449.562 billion, representing a year-on-year increase of 22.65%, further
creating a record high. Newly signed metallurgical engineering contracts amounted to RMB62.223
billion, representing a year-on-year decrease of 4.05%, and accounted for 13.84% of the newly
signed engineering contracts, representing a decrease of 3.85 percentage points over the same
period of 2019. Newly signed non-steel engineering contracts amounted to RMB387.339 billion,
representing a year-on-year increase of 28.38%, and accounted for 86.16% of the newly signed
engineering contracts, representing an increase of 3.85 percentage points over the same period of
2019. Newly signed overseas engineering contracts amounted to RMB11.281 billion.

The overall operating results of the engineering contracting business in the first half of 2020
Unit: RMB’000

Year-on-year
First half of 2020 % of the total First half of 2019 increase/decrease

Segment operating 163,537,270 88.61% 145,074,533 12.73%
revenue
Gross margin (%) 9.59 - 9.39 Increased by 0.20

percentage point

Note: The statistics of segment operating revenue and gross margin are figures before inter-segment eliminations.
(1) Metallurgical Engineering Construction Business

Closely keeping up with the pace of adjustment to the layout and upgrading of domestic iron
and steel industry during the Reporting Period, the Company seized market opportunities
brought by energy conservation and environmental protection, green manufacturing, smart
manufacturing in metallurgical construction, and facilitated further cooperation with key steel
enterprises to ensure that its control and absolute dominance in major steel construction
projects remain unchanged, and to continuously march towards the high-end of metallurgical
value chain. In particular, targeted planning should be made in advance with project
development strategies for key projects to ensure that MCC obtains medium and large
projects from major iron and steel enterprises.

The operating revenue of the metallurgical engineering construction business of the Company
for the recent three years and the proportion accounting for the total contract income of the
projects are as follows:

Unit: RMB'000
ltems of revenue First half of 2020 First half of 2019 First half of 2018
Amount Proportion (%) Amount Proportion (%) Amount Proportion (%)
Metallurgical
engineering 31,763,810 19.42 29,393,644 20.26 26,233,380 23.58

Note: The statistics of segment revenue are figures before inter-segment eliminations.
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During the Reporting Period, the Company made great breakthrough in metallurgical
construction contract amount, and won bid for a plenty of major construction projects. The
Company succeeded in winning the bid for general contracting project for iron-making
project section in green fine steel project of Zenith Steel, general contracting project for bid
section of rolling steel bar project, general contracting project for sintering and waste heat
power generation project and general contracting project for the bid section of coking project
with the total contract amount of RMB7.2 billion. As one of the major large-scale industrial
projects in Jiangsu in 2020, the project is a high-end green steel industrial park built near
a port with high positioning, high planning level and high standard at hundreds of billions
of investment. The Company succeeded in contracting general contracting project for cold
rolling project in Jingang intelligent industrial park. Integrating such main product lines
as pickling, galvanizing, color coating and retreating, the project developed a new model
that domestic full cold rolling unit is integrated and supplied by one engineering company,
pioneering the supply of domestic full cold rolling unit. In addition, the Company made
every possible effort to seize opportunities, and successively entered into contract for steel-
making and continuous casting in special steel plate reduction and replacement technical
transformation project of Zhongxin Steel, general contracting for iron-making system project,
steel-making main and auxiliary facilities project in relocation of iron & steel for environmental
protection, and transformation and upgrading of steel-making and continuous casting
project of Wuhan Iron and Steel in Kunming, industrial upgrading of HBIS and 1# and 2#
high line project in long product engineering in transformation of capacity in Xuanhua Steel,
coke oven system engineering in relocation project for environmental protection of Magang
(Hefei), general contracting project for sintering machine engineering covering the area of
2 X 450m? in Rizhao Steel in Shandong, thus its position of the national team for metallurgical
construction was further enhanced and consolidated.

In overseas market, the Company mainly developed and implemented iron and steel,
nonferrous construction and special engineering projects, and undertook projects under
EPC, EPC+F, and EPC+pre-planning and post-operation. The Company proposed to win
customers with “engagement in early and later stages”, i.e., transformation from bidding for
a project to operating a project through early intervention, provision of value-added service,
assisting in credit enhancement for financing; and then expansion and extension of service
scope through “engagement in later stage”, in order to improve success rate of project
marketing.

During the Reporting Period, overseas engineering market operation were confronted with
daunting challenges from the pandemic. While making great effort to ensure major projects
were conducted on schedule, the Company also further deepened its overseas development
strategies, and persistently distinguished itself as the top one brand of “the national team
for metallurgical construction” in the world with its first-class design and construction to
lead and drive iron and steel industry to high-quality development. In March, No. 1 blast
furnace in project of 3.5 million tons of steel at Steel Plant in Dexin, Steel Plant of Dexin
Steel Indonesia Indonesia, which is an iconic project of modern iron and steel production
base construction under the Belt and Road Initiative, fired up successfully. Thereafter, the
Company entered into the supply contract for nickel iron project (phase Il and phase Ill) with
PT.CNI, a company from Indonesia, thus further expanding the Company’s brand influence
in construction of nickel iron sector in Southeast Asia. The contract for high-end electrical
steel continuous annealing unit used in new energy vehicles signed between the Company
and NLMK, a steel giant in Russia, realized the export of China’s cold rolling silicon steel
technology and high-end cold rolling equipment to Europe, setting an example for the
Company to build intelligent, green silicon steel continuous annealing projects abroad.
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During the Reporting Period, the key metallurgical engineering construction projects newly
bid and entered into by the Company are as follows:

No.  Name of Project Contractual Amount
RMB100 million
Domestic project
1 Zenith Green Quality Steel (Haimen Port Area of Tongzhou Bay) Project of Zenith Steel Group 720
(Nantong) Co., Ltd. (R RAHEB(FR)ERAANTREERMARNLEMERE)ER) ™
2 Special Steel Plate Reduction, Replacement Technical Transformation Project of Zhongxin Steel 25.1
Group Co., Ltd. (PSS BERLRFHARMAEEREIEER)
3 Engineering General Contracting Project for 2x 1,580m® Blast Furnace and Supporting Public 16.8
Auxiliary Facilities in Inner Mongolia Chifeng Zhongtang Special Steel Co., Ltd. (A5 & 77 i
ERARLF 580 SR REEL BRI TRIBERIER)
4 Engineering General Contracting Project for Steel-making Main and Auxiliary Facilities Project in 105
Relocation of Iron & Steel for Environmental Protection, and Transformation and Upgrading of
Steel-making and Continuous Casting Project of Kunming Iron & Steel Holdings Co. Ltd. of
Wuhan Iron and Steel Group (RS £ EERRBERNER L RRRBELALGMEETREN
TERESREIEEARER)
5 Relocation Project of Saint-Gobain Musong Bridge Xuzhou Base in Jiangsu Province 9.5
(THEZLMBREENEDRETRER)
6 General Contracting Project for Sintering Machine Engineering Covering an Area of 2X 450m? 9.0
in Rizhao Steel Holding Group Co., Ltd. in Shandong (1L B BSI# AR 2 312 x 450m*E A T
RieApER)
Overseas project
1 General Contracting Supply Project for CNI Nickel-Iron in Indonesia (Phase Ill) 141
(BECNIBE R = Bt 575 E)
2 Engineering Project for OBI Nickel -Iron in Indonesia (Section 1) 8.5
(EDEEOBIRHIEE —1RRTIZER)
3 Supply Project for CNI Nickel-Iron Project in Indonesia (Phase Ill) 5.7
(EVECNIES#IER =it E15R)
Note :  The different bidding sections of the project are implemented by subsidiaries of of the Company,

i.e. Coking and Refractory Engineering Consulting Corporation, MCC, CISDI Group Co., Ltd.,
Zhongye Changtian International Engineering Co., Ltd. and MCC Huatian Engineering and
Technology Corporation, respectively.

Non-Steel Engineering Construction Business

1)

Housing Construction and Infrastructure Construction

Making continuous effort to keep “focusing on core industries, core areas, core
customers and core projects” as its main principle in marketing during the Reporting
Period, the Company concentrated its work in the core areas comprising of Beijing-
Tianjin-Hebei, Guangdong-Hong Kong-Macao Greater Bay Area, Yangtze River Delta,
urban agglomeration in central China, and urban agglomeration in Chengdu and
Chongging with due consideration to key areas in key cities in the northwest China
and southwest China, and achieved sustainable development in such popular areas as
national central cities and Xiong’an New Area, Beijing’s sub-center and regions along
the “Belt and Road” and other focal regions to improve its regional influence and
control. Meanwhile, brand and resource advantages in localities where its subsidiaries
operate were maximized to further promote localized marketing quality.
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In the urban agglomeration of Beijing-Tianjin-Hebei around Bohai, the Company
successively won the bid and entered into contract for a number of major projects,
including relevant construction and outdoor supporting facilities construction for
renovation project of dilapidated houses in Liupukang, Beijing, project for Hematology
Hospital (Tuanbo Hospital), Chinese Academy of Medical Sciences at Jinghai District,
Tianjin, construction project for Daoguo Yuncheng in Bazhou, 2017-2018 phase |
project for renovation of dilapidated rural houses in Lianchi District, Baoding, and
renovation project for dilapidated rural houses in urban villiage (Liguan Village) in
Lubei District, Tangshan City.

In the urban agglomeration of Guangdong-Hong Kong-Macao Greater Bay Area,
the Company successively won the bid and entered into contract for a number
of major projects, including urban renewal project for Hongji Export Supervised
Warehouse in Yantian Street, Shenzhen, general contracting project for construction
of Zhaoging Campus of Guangzhou University Songtian College, general contracting
project for urban renewal construction for central area in Nanwan, Longgang District,
Shenzhen, general contracting project for construction of pile foundation and main
building for basement in Zhuhai Jincheng Innovation Center, civic art center project
in Zhuhai Jinwan Airport City, and general contracting project for Shenzhen Eastsea
Regence Royale.

In the urban agglomeration of Yangtze River Delta, the Company successively won
the bid and entered into contract for a number of major projects, including (phase
I) joint plant project for Gigafactory of Shanghai Tesla, relocation and resettlement
housing project for line 14 of Shanghai Jiading Rail Transit, relocation and
resettlement housing project for Beixing, Changxing Island, Shanghai, construction
project for headquarters R&D center in land parcel of Shanghai Qingpu Jingyi
Electrical Apparatus, Hangzhou International Technology Innovation Center project
of Zhejiang University, and phase | project for intelligent equipment and big data
industrial park in Ma’anshan, Anhui.

In the urban agglomeration of central China, the Company successively won the
bid and entered into contract for a number of major projects, including phase Il
project for Yinxiang Hushan in Xinyang, Henan, renovation project for dilapidated rural
houses in Shaying River area, Zhoukou City, Henan, west area project in Zhongjia
Greentown, Dancheng County, Henan, phase | project for urbanization construction
in all areas in Henan Hebi Development Zone, reconstruction community project for
Yanling Garden, Dongxihu District, Wuhan City, Hubei, reconstruction community
project for Airport New Town, Wuhan City, Hubei, and construction project for R&D
center of GAC Mitsubishi Motors Co., Ltd. in Changsha City, Hunan.

In the urban agglomeration of Chengdu and Chongqing, the Company successively
won the bid and entered into contract for a number of major projects, including
post-disaster reconstruction and rescue and relief project for “17 June” earthquake
Changning County education system in Changning, Sichuan, general contracting
project for construction of Wulong-Daozhen Expressway (Chongging section) of
Chongging-Hunan Expressway (section from main urban areas to Youyang), EPC
general contracting project for section | and Il in construction of public supporting
facilities in Dujiangyan, Sichuan, and construction project for connecting track
construction in Chongging-Changsha Expressway (Port Logistics Expressway Tunnel-
Shilong interchange section).

In the urban agglomeration of northwest China and southwest China, the
Company successively won the bid and entered into contract for a number of
major projects, including construction project for Zhuanglang-Tianshui section of
S25 Jingning-Tianshui Expressway in Gansu, project for Jiayuguan section of S06
Jiuquan-Jiayuguan Ring Expressway, PPP project for preservation and construction
of historical culture in Wuwei, Gansu, PPP project (phase Il) for comprehensive
reconstruction of campus in Inner Mongolia University for Nationalities, and general
contracting project for construction of Fengcheng 7 Road, Xi'an City, Shaanxi, thus
showing its considerable growth and development.
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Making further cooperation with local governments, large enterprises and other
strategic customers, the Company captured market, made breakthrough in high-
end market, and realized comprehensive development that integrated investment
and financing, construction, operation and other business modes in fundamental
construction by flexible applying such business models as PPP, F+EPC and FEPCO.
During the Reporting Period, the Company conducted PPP construction projects
continuously and steadily to further expand market and increase fundamental
construction business. As of the Reporting Period, the Company won bid for 279 PPP
projects in aggregate with total project investment of RMB652.037 billion covering
such fields as municipal project, transportation, water conservancy construction,
tourism, sports and science and technology.

The operating revenue of the non-steel engineering construction business of the
Company for the recent 3 years and the proportion accounting for the total contract
income of the projects are as follows:

Unit: RMB’000

Iltems of revenue First half of 2020 First half of 2019 First half of 2018
Amount  Proportion (%) Amount  Proportion (%) Amount  Proportion (%)
Housing construction
engineering 83,477,320 51,04 67,438,866 46.49 43,267,674 38.90
Transportation infrastructure 32,043,668 19.59 31,022,810 21.38 27,745,846 24.94
Other engineering 16,252,472 9.95 17,219,213 11.87 13,991,327 12.58

During the Reporting Period, the key projects in the fields of housing construction and
infrastructure construction entered into by the Company are as follows:

No.  Name of Project Contractual Amount
RMB100 million

Housing construction projects

1 EPC Project for the Construction of the Cancer Institute of Chinese Academy of 475
Medical Sciences (Langfang Branch) (PR B 2N ERERER Sk (BHRE) BRT
f2EPCIER)

2 Financing (F) + Engineering General Contracting (EPC) Project for the New Campus 40.4
Construction of Sichuan Institute of Light Industry and Chemical Technology (East)
(M ITAER SRR BRR TI2aE(F)+ TREAB(EPC)ER)

3 EPC Engineering General Contracting Project for ZJU-Hangzhou Global Scientific and 35.3
Technological Innovation Center (Phase 1) (T A2 BB RIgIH 0B —HEPC
TREHRER)

4 EPC General Contracting Project for the Survey-Design-Construction of Chengdu 'Belt 29.5
and Road" International Railway Port Comprehensive Park (Phase I)(B & —%—

RIEREREGAERER AR UR-FH-HIRAREPC BR)

5 EPC General Contracting Project for the First Section of the Public Facilities (Phase |) 29.1
in Dujiangyan City in Sichuan Province (M)l & 8L EMAREETR(—)—E&
EPC &%BI8H)

6 Project in Zhongjia Greentown West District of Dancheng County in Henan Province (74 28.8
HEBHEPRRRERER)

7 Construction Project in Tianyang Innovation Center West District of Hebei Province (1 28.2
FTEXFEFPLORRRRIRER)

8 Engineering Construction (General Contracting) Project for Ukrainian National 28.0

Tchaikovsky Academy of Music in Hebei Province (71t % SR BLa AT AR £ 4
2R IRRRET(E%R)ER)
9 EPC General Contracting Project for Shanty Town Renovation in Lianchi District, 21.7
Baoding City, Hebei Province for the Year 2017-2018 (Phase |) (Tt 2 RETERE
2017-2018 FHFEHE—HEPCAABER)
10 Construction Project and Outdoor Supporting Project for Dilapidated Houses 27.6
Refurbishment in Dongcheng No. 18 Courtyard and 1443-01 Plot, 1443-07 Plot in
Liupukang, Beijing City QLR BEMBERRERM 185 R1443-013088 - 1443-
07 HRRRER RENMLEER)
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No.  Name of Project

Contractual Amount
RMB100 million

Infrastructure construction projects

1 General Contracting Project for Construction of Rong’an-
Congjiang Expressway Phase | Project (Rong’an to Antai
Section) (MZEWTISEAK —HITR(BELEL KL
“EBIAR)

2 General Contracting Project for Chongging - Hunan
Expressway (Main city to Youyang Section), Wulong to
Daozhen (Chongging Section) Expressway CRRE AR (E
ZEBR) REZEE(EER)SERNKEIAARIER)

&) EPC General Contracting Project for Heze East Station Plaza
Complex and Supporting Projects in Shandong Province
(WRESTERMESFEBIRERBEPCIREARIAR)

4 Construction Project of S25 Jingning — Tianshui Expressway
(Zhuanglang to Tianshui Section) in Gansu Province (H#&
HSSREZRKERABIDRER KB IIZIER)

5 PPP Project of S35 Jingtai-Lixian Expressway(Yuannan
Section in Longnan) of Transportation Bureau of Longnan
City, in Gansu Province (HfR&REM MR BERFSISZHE
BHEERAKEER(FEEEAN) TIZPPPIER)

6 Jiayuguan Section of S06 Jiugquan-Jiayuguan Ring
Expressway in Gansu Province (H % S06:8 (R )5 (14RF)
BHERNERIRER)

7 Engineering Project for the South Extension of Zizhou
Avenue (Provincial Highway 424 Dalin — Renshou Section)
in Tianfu New District, Meishan, Sichuan Province (P9)I1%&
BURMAHEEMNRNERLTR(BB424MECER)ITIEA
B)

8 Concession Project of Expressway from Mengyuan to
Guanlei Port, Mengla County, Yunnan Province (Mm% &
BHRDEZAROESRDBRTLLER)

9 Phase | Project of Panda Base Expansion of Comprehensive
Habitat Restoration Project (East and West Zones)(South
Zone) for the Around-city Ecological Zone in Chengdu
City, Sichuan Province (@J\téﬁﬁi%‘ﬁmiaiﬂiiﬁgliﬂiﬁb 1B184R
RIBR(R - ARFR)(FEHE)EIREEIERZ —RRIER

10  Lushan (Dapanshan) Tunnel Project of the Connection Line
from Fuyang 320 National Highway to Fuyang Bridge (£ /%
0B BEBEE S AMBEEAREIL(KEIL)BETIRER)

64.1

36.4

20.0

19.1

17.0

16.6

16.2

15.7

15.1

14.6

Other projects

1 Longyan Smart Home Industry Project in Fujian Province (&
BEEEEEBEREXER)

2 12 Inch Logic Integrated Circuit Manufacturing Project of
Jinan High-tech Zone, Shandong Province (L& & 7R &
B12ETRBEKERUEIER)

&) Yingshang Energy Storage and Electronic Packaging
Materials Industrial Park and Supporting Residential
Design-Construction Integrated Project in Fuyang City,
Anhui Province(Z#& B M FEEEE FHEMBESE
BEREEEERA-EI—8IER)

4 Procurement and General Contracting Project of 1.4 Million
Tons Annual Carbonization Chamber with 6.25 Meters Tall
Tamping Coke Furnace of Shanxi Lu’an Coking Co.,Ltd. (I
FEBRZELAREETAR1408MERIEEREES 25KIBREE
BT B R - e T AABIER)

() General Contracting Project of Qingdao FCP Fuel Cell and
Drive System (& &M FCPIAKIE it & SR B) K 4T TI2 e T4
BIEA)

6 The Tesla Gigafactory Project (Phase |) -Joint Plant of 3A
and 3B, and Ancillary Engineering Projects(4F T hz B 4% T g
ER(—H)-HARE3A - SBBRHEIRIER)

40.0

29.0

21.0

16.6

12.5

9.6
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No.  Name of Project Contractual Amount
RMB100 million

Overseas projects

1 General Contracting Project (Engineering + Construction) for 12.6
Wanli Rainforest Northern Park in Singapore (GHThni &2 4
RIS ARERBTR(RET+EI)ER)

2 General Contracting Project for Yuetai Phnom Penh Harbour 7.4
Urban Complex Project in Cambodia (Phase IIl) (SRIFZEE
FREBUTASERER =M ITAXETIEIEAR)

Emerging Industries

During the Reporting Period, in accordance with the requirements of the “forerunner
in the emerging industries to re-accelerate, re-expand and re-innovate”, the Company
exerted efforts on emerging industries, and made major breakthroughs in areas such
as urban integrated subterranean pipeline corridor, featured theme engineering,
sponge city, beautiful countryside and smart city, healthcare and senior care, and
environment improvement through resource integration, technological advancement,
marketing model adjustment to constantly increase its competitiveness in emerging
markets. The Company strove to seize market opportunities by leveraging the
advantages of its specialized technology in certain research institutes of specialized
technologies, so as to provide customers with all-round and comprehensive services
along the entire industry chain.

In the urban integrated subterranean pipeline corridor field, as the earliest
constructor of the integrated subterranean pipeline corridor in the PRC, the Company
is able to provide investment, consultation, planning, survey, design, construction,
supervision and operating services, with professional comprehensive capability
and overall strength in the whole process of the projects and entire industrial chain.
During the Reporting Period, the Company signed contract for a number of integrated
pipeline corridor projects with great social influence in Hebi (Henan), Zhaotong
(Yunnan), Shenzhen and Xi'an. As at the end of the Reporting Period, the Company
won the bid for pipeline corridor PPP and EPC projects with an accumulated mileage
of over one thousand kilometers, and continued to maintain its leading position in the
domestic integrated pipeline corridor market.

In eco-environmental protection improvement, the Company bore in mind the
concept that “Lucid Waters and Lush Mountains are Invaluable Assets”. By relying
on various design and research institutes of MCC, the Company focused on key
development of markets such as general treatment of river basins, general treatment
of black odorous water, municipal wastewater treatment, waste-to-energy, and soil
and mine remediation, and built the waste treatment brand of MCC characterized by
“‘One Low Three High”, namely “low cost, high standard, high technology and high
quality”, thereby continuously expanding its market share. In the first half of the year,
the Company won the bid and entered into contract for a number of major projects,
including treatment project for geological environment of mines in the mining areas
in the east of Sanhe, Langfang City, Hebei (Phase V), section Il in phase Il batch Il
construction for comprehensive ecological restoration project (east and west zones)
in ecological zones around the city of Chengdu, general contracting for design and
construction of comprehensive water environment treatment project (phase |) Shujia
River (north section) of basin of Fujiang River in Hi-tech District, Suining, general
contracting for construction of section Il in demonstration city construction project
for urban black and odorous water treatment in Zhaotong City, and PPP project for
upgrading construction for sewage treatment plant in Zhuozhou.
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In the field of special theme projects, the Company, as the world’s largest
contractor for theme park construction with the only professional design institute
for theme parks in China, is the country’s one and only enterprise qualified for both
theme park design and the execution of entire construction projects. During the
Reporting Period, the first domestic canyon swing developed, manufactured and
installed independently by the Company passed the on-site test performed by China
Special Equipment Inspection and Research Institute, signifying that the equipment
obtained national recognition, thus further enhancing the Company’s leading role in
the field of domestic amusement products. In the first half of the year, the Company
won the bid and entered into contract for such major projects as construction project
for Paramount film theme park, villa area and supporting facilities in Xianshan
International Cultural Village in Xiangyang, Hubei, and project engineering for Expo
Park of 2021 Yangzhou World Horticultural Expo, further displaying its brand influence
and industrial competitiveness in the field of theme parks.

In the healthcare and senior care field, the Company conformed to the development
trend of the industry and the pressing needs in demand of the market by adopting the
double innovative mode of “research institute + healthcare and senior care investment
platform”. Leveraging the technological advantage of the Healthcare and Senior
Care Industry Technology Research Institute of MCC, the Company offered owners
with all-round and comprehensive services of “healthcare, rehabilitation, senior care,
health-consciousness, fitness, travel and culture” with professional and full-range
perspectives.

During the Reporting Period, the key projects related to emerging industries entered
into by the Company are as follows:

No.  Name of Projects Contractual Amount
RMB100 million

Urban Integrated Subterranean Pipeline Corridor projects

1 General Contracting of Project Design, Procurement and Construction of the 178
Integrated Pipeline Corridor (Channel) Project in Hebi East District, Henan Province
(TREBERRERER(E)RE RS FEREIAABER)

2 General Contracting of Phase | Construction of the Integrated Subterranean Pipeline 8.8
Corridor in Zhaoyang District, Zhaotong City,Yunnan Province
(ERERBETRERL TRAER(—R)EARIEADER)

Theme Park Projects

1 Paramount Film Theme Park, Villa Area and Supporting Facilities in Xianshan 15.2
International Cultural Village in Xiangyang, Hubei
(MUAEEBTRLIBRX RN RYRTRLE HIZRREEIRER)

2 Project Engineering for Expo Park of 2021 Yangzhou World Horticultural Expo 7.5
oMt REEEE St BRERTR)
3 General Contracting (EPC) Project of Wuzhou Guangxi Forest Park Project in Guangxi 6.2

Province (BB M TEEFRMAEER(EPC)TRAARER)

24 METALLURGICAL CORPORATION OF CHINA LTD.



Report of Directors

No.  Name of Projects Contractual Amount
RMB100 million

Environmental Improvement Project

1 Supplementary Agreement(lll) to EPC General Contracting Contract of Comprehensive 16.2
Treatment PPP Project of Water Environment for the Central City of Ma'anshan in
Anhui Province (Z8E SRIITH OHEAREHARBPPPIER EPCAA P A AR
BEE(Z))

2 Geological Environmental Treatment Project (Phase V) for Mines in the Mining Areas at 10.5
the East of Sanhe, Langfang City, Hebei Province (I3t % B5Yim =1 R BERE L%
ERDABTIR(LE)ER)

3 Phase II, Batch Il, Second Section of the Construction of Comprehensive Ecological 6.1
Restoration Project for the Chengdu Around-city Ecological Zone (East and West
Zone) (RBTHRAELR ERBERAER(R  BRE) ZH=HRHBTHE)

4 Design-Construction General Contracting of Comprehensive Water Environment 5.5
Treatment Project (Phase 1) of Shujia River (South Section), Fujiang River Basin,

Suining High-tech Zone (¥ ZBHRZTRASFRACLR KB RGAAREE (—H)
Rit-HIEER)

Health Care and Featured Town Projects

1 Zhuoyaaolai Dream Town Project in Weihai of Shandong Province(\Li 5 & 5,8 £ 2 B3 9.4
BR/NMAER)

2 General Contracting of Fuyang Changkou “Micro Town” Project (E/5% 0 &' EE T 9.3
R@aRAER)

(1 Property Development Business

1.

Industry Overview of Property Industry

In 2020, as industrial reform guided by the policy of “houses should be built for living, not for
speculation” has accelerated, housing development shifted from the short-term extensive growth
for excessive profit to long-term sustainable development that obtains land rationally, improves
efficiency and promotes quality. Affected by COVID-19 pandemic, government authorities in all cities
and provinces required work suspension in real estate and construction sites in February 2020, thus
the sales departments in various cities were closed. Sales of new houses almost stopped in February
and March, but the market gradually restored to normal in April, and business reopen in real estate
has accelerated with continuous improvement in production in the industry since May. In terms of
market opportunities, even though the pandemic accelerated market segmentation and resource
integration in real estate industry, it also brought opportunities for new businesses. Competitions
in real estate market will focus on urban layout, brand effect, product quality, and operation and
management efficiency of real estate enterprises.

The Operating Results of the Business

Weighted by the policies relating to “de-stocking” and “restrictions on property purchase and credit
grant” during the Reporting Period, the Company adopted different policies that were tailored to
characteristics of each category and of each city, and continuously carried on accomplishing the
strategic layout that Yangtze River Delta, Pearl River Delta and the Beijing-Tianjin-Hebei Region
are taken as core development areas with coverage nationwide by speeding up works on reserving
quality land parcels in key areas. In the first half of the year, through market tender, the Company
acquired 4 land parcels with site area and permissible gross floor area of 76,300 sq.m. and 145,000
sqg.m. respectively. During the Reporting Period, the amount invested by the Company in property
development was RMB15.109 billion, representing an increase of 59.89% as compared with that in
he corresponding period last year. The new construction area was 1,538,000 sg.m., representing an
increase of 85.41% as compared with that in the corresponding period last year, while completed
area was 1,055,300 sg.m., representing an increase of 0.11% as compared with that in the
corresponding period last year.
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The overall operating results of the property development business in the first half of 2020
Unit: RMB’000

Year-on-year
First half of 2020 % of the total First half of 2019 increase/decrease

Segment operating 13,110,589 7.10% 10,385,089 26.24%
revenue
Gross margin (%) 20.37 - 27.64  Decreased by 7.27

percentage points

Note. The statistics of segment operating revenue and gross margin are figures before inter-segment eliminations.

During the Reporting Period, the highlights of property projects developed by the Company are as
follows:

(1) Zhuhai MCC Yijing Mansion Project. The project is located in the international residential
area planned by Hengqin Free Trade Area. The land parcel is the first land parcel solely for
residential purpose in the international residential area, and the first land parcel transferred
by Henggin Free Trade Area solely for residential purpose since 2013. The project covers a
site area and permissible gross floor area of 170,000 sg.m. and 230,000 sg.m. respectively,
with an integrated plot ratio of 1.35. In addition, the project lies against mountain and is
faced with sea, which is a scarce low-density landscape residential project in Henggin New
Area and even in Zhuhai. Project phase | started its first sales on 28 June 2018, and began
completion acceptance on 22 June 2020; project phase Il started its sales on 24 May 2020,
and it is in the process of construction of its main structure with completion acceptance to be
conducted in June 2021.

(2) Qinhuangdao Zhongye Dexian Huafu Project. The project is located in Qinhuangdao
development zone, which is recognized as popular property development areas in
Qinhuangdao. The project covers a site area and permissible gross floor area of 37,600
sg.m. and 74,600 sg.m. respectively, with an integrated plot ratio of 1.98. Its construction
was conducted in August 2018, while sales started in October 2019. As a large intelligent
community integrating low-density foreign-style houses, small high-rise buildings, and
business street covering an area of approximately 30,000 sg.m., office building with high
standards and other comprehensive businesses built by MCC in Qinhuangdao after Dexian
Mansion was constructed, the project attracted high-end customers who desired to improve
their living environment with the concept of green, health and intelligence as well as the
brand advantage of the first health experience hall in Qinhuangdao.

(3) Shijiazhuang Zhongye Dexian Huafu and Dexian Shengshi Plaza Project. Located in Xinhua
District, Shijiazhuang City, the project enjoys convenient transportation and favorable
geographical location as it sits near Zhonghua Street and North Second Ring Highway. The
project covers a site area and permissible gross floor area of 103,200 sg.m. and 332,400
sg.m. respectively, with an integrated plot ratio of 2.8 for residential property and 4.5 for
commercial property. Its construction started in April 2019, and sales began in October 2019.
The phase | residential houses are expected to be delivered at the end of 2020.
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(4) Qingdao Zhongye Dexian Mansion Project. Located in the West Jimo District, Qingdao, the
project enjoys planning advantages in the development of main urban areas in Jimo moving
towards west, and has supporting resources such as quality school access resources and
industrial markets, making it a popular property project in Jimo District over the past few
years. The project covers a site area and permissible gross floor area of 190,100 sg.m. and
359,500 sqg.m. respectively, with an integrated plot ratio of 2.0 for residential and commercial
land and 1.5 for amusement park. Its construction started in June 2020, and the selling is
expected to begin in October 2020. The project was awarded “2020 China TOP 100 Value
Property Project” in Seminar for “Trends in Property Market in the First Half of 2020” held by
China Real Estate Index System and China Index Academy.

Equipment Manufacturing Business

Industry Overview

Even since the “13th Five-year Plan”, China has adopted such strategies as the “Belt and Road
Initiative” and Made in China 2025. With the acceleration of industrial transformation and upgrading
and structural adjustment, the metallurgy equipment manufacturing industry embraced important
reform and development opportunities. In the future, advanced technology, digitalized equipment,
intelligent production and green process will become the development trends in China’s metallurgy
equipment manufacturing industry.

With its structural advantages such as sound mechanical properties and high levels of
industrialization and recyclability, steel is extensively applied to areas including super high-rise,
large-span spatial structure and infrastructure, and is increasingly valued by governments and
recognized in markets. With the rapid development in building industrialization and industrialization
of houses with steel structure, building industrialization, standardization and greening represented
by fabricated steel structures will become the main development direction in steel structure industry
in China in the future.

The Operating Results of the Business

The business of the Company’s equipment manufacturing segment mainly includes research and
development, design, manufacturing, sale, installation, fine-tuning, inspection, repair and other
relevant services of metallurgical equipment and its spare parts, steel structures and other metal
products.

Closely keeping pace with layout adjustment and industrial upgrading in China’s steel industry,
the Company adopted energy conservation and environmental protection, green manufacturing
and smart manufacturing as breakthrough points to accelerate and facilitate productization and
industrialization of core technologies in equipment manufacturing sector. In addition, the Company
also integrated competitive upstream and downstream business resources, included core equipment
manufacturing into equipment industry park for unified management, put core technologies
developed by the Company into fuse box to be sold and delivered along with its products to the “Belt
and Road” regions and all over the world, and developed equipment manufacturing business into
the “Hard Support” of the national team, the “Incubator” of new products for metallurgical equipment
and the “Carrier” for the “MCC Equipment” brand. The Company has seized the great opportunities
brought by China’s great efforts to promote fabricated steel structure buildings, and facilitate
industrial transformation and upgrading, reduce costs and enhance efficiency by making good use
of “6G, Al, Internet+” and other technologies. Moreover, the Company will also keep improving its
resource allocation in steel structure business to maximize the Company’s integration advantages in
the whole industry chain integrating R&D, design, production, installation, detection and maintenance
in steel structure business so as to build core competitiveness in “MCC Steel Structure” brand on an
ongoing basis.
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Over the past few years, construction quality of various steel structures in buildings constructed
by the Company all reached leading level in China. In the first half of 2020, 10 steel structure
projects constructed by the Company, including construction for section | in phase Il expansion
of terminal in Haikou Meilan International Airport, phase IlI project for Nanjing International Expo
Center, amusement facility project for section V of Universal Beijing Film Theme Park, were awarded
“Steel Structure Gold Award in China” in the 14th “Steel Structure Gold Award in China” by China
Construction Metal Structure Association, further displaying influence and core competitiveness of
“MCC Steel Structure” brand.

During the Reporting Period, the Company won the bid successively for several projects, including
steel structure construction (phase Il) for Zhuhai Hengqin Headquarter Building, supply project
for steel structure construction in one stadium and three centers of Lanzhou Olympic Sports
Center project, steel structure construction for opening ceremony venue of Asian Beach Games in
Sanya City, construction project for trestle steel box girder in Laayoune, Morocco, steel structure
construction for outdoor viaduct for phase Il project of Hangzhou Xiaoshan International Airport,
thus further enhancing its market position in high-end steel structure field.

The overall operating results of the equipment manufacturing business in the first half of 2020
Unit: RMB’000

Year-on-year
First half of 2020 % of the total First half of 2019 increase/decrease

Segment operating 4,794,479 2.60% 3,728,240 28.60%
revenue
Gross margin (%) 14.78 - 11.40 Increased by 3.38

percentage points

Note: The statistics of segment operating revenue and gross margin are figures before inter-segment eliminations.
(v) Resources Development Business
1. Industry Overview

Since the first half of the year, impacts of COVID-19 pandemic, coupled with “anti-globalization” and
other factors, have resulted in the great fluctuations in international crude oil and commodity markets
in 2020. In March, prices of such metal as LME copper, nickel, lead and zinc dropped rapidly with
the lowest price reaching USD4,371/ton, USD10,865/ton, USD1,570/ton, and USD1,763/ton in the
market respectively. As China gradually controlled the spread of COVID-19 pandemic, social and
economic development resumed to normal status, and major countries in Europe and US introduced
various stimulus policies, prices of such metal as LME copper, nickel, lead and zinc recovered
unstably in the second quarter. In the first half of 2020, the average price of LME copper, nickel, lead
and zinc amounted to USD5,509/ton, USD12,511/ton, USD1,764/ton and USD2,053/ton respectively,
but there remained great drop as compared with the average price in corresponding period of 2019
and average price in the whole year of 2019. Given that recession in the world economy in 2020 is a
fait accompli, international mining market will be impacted, and mining enterprises will face greater
challenges and pressure.
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Increase/ Increase/

Average price Average price Average price decrease as decrease as

in the first half in the year in the first comparedto  compared to

of 2019 of 2019 half of 2020 the first half the year

(USD/ton) (USDyton) (USD/ton) of 2019 of 2019

LME copper 6,181 6,030 5,509 -10.87% -8.64%
LME nickel 12,392 13,993 12,511 0.96% -10.59%
LME lead 1,972 2,007 1,764 -10.55% -12.11%
LME zinc 2,670 2,513 2,053 -23.11% -18.30%

Source: WIND, LME
The Operating Results of the Business

Striving to overcome impacts from COVID-19 pandemic in its resources development business
during the Reporting Period, the Company made continuous effort to update prevention and control
plan and contingency plan by adopting measures according to local situations and time, strictly
implemented various pandemic prevention and control measures, and reserved sufficient supplies
for prevention and control, living materials and production materials, so as to ensure that no cases
occur within the project sites. Meanwhile, as staff could not returned to project site in China,
the Company transferred personnel and resources reasonably to conduct key production, key
maintenance and key construction so as to ensure projects were operated normally. Besides, the
Company continuously optimized various production technical indicators, and focused on reducing
cost and enhancing efficiency to make every possible effort to finish the specified production and
operation plan for the whole year.

Overall Operations of Resources Development Business in the first half of 2020
Unit: RMB'000

Year-on-year

First half First half increase/
of 2020 % of the total of 2019 decrease

Segment operating
revenue 1,479,442 0.80% 2,268,661 -34.79%
Increased by 1.65
Gross margin (%) 20.80 - 19.15 percentage points

Note: The statistics of segment operating revenue and gross margin are figures before inter-
segment eliminations.

The progress of the Company’s major mine resources projects under production are as follows:
(1) Papua New Guinea Ramu Nico Project

As a benchmark project for the world’s lateritic nickel mine, the project continued to reach
the production target and meet the required standards. In the first half of the year, the project
produced nickel cobalt hydroxide, which contained 16,239 tons of nickel and 1,375 tons of
cobalt, which are basically equal to those of the corresponding period of 2019. However, due
to the impact of the pandemic, the sales of nickel cobalt hydroxide contained 13,664 tons of
nickel and 1,166 tons of cobalt, representing a decrease of 14.8% and 21.2% respectively
compared to those of the corresponding period of 2019.
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(2) Pakistan Duddar Lead-Zinc Mine Project

In the first half of the year, due to insufficient manpowers arising from failing to return to work
under the epidemic situation, and technical renovation, inspection and repair, the project
produced 30,809 tons of zinc concentrate and 5,418 tons of lead concentrate, representing
a decrease of 15.6% and 16.4% respectively compared to that of the corresponding period
of 2019. Meanwhile, restricted by measures introduced by local governments such as
shutdown, sales of the site concentrate products had ground to a standstill. As of the end
of June, the sales only achieved 24,349 tons of zinc concentrate and 2,952 tons of lead
concentrate, representing a decrease of 22.7% and 57.5% respectively compared to those of
the corresponding period of last year.

(3) Pakistan Saindak Copper-Gold Mine Project

In the first half of the year, the mining, processing and production of the project exceeded the
schedule, and produced 8,353 tonnes of copper concentrate. However, due to the outbreak
of COVID-19 epidemic, the Chinese employees of the smelter who were on leave in China
were unable to return to work as planned and failed to produce crude copper products in the
first half of the year. On 6 June, after implementing strict epidemic prevention and control
measures and medical isolation and observation, employees officially returned to work and
resumed production. After maintenance test and trial run, the smelter successfully ignited
and resumed production on 9 July.

With the recent stabilization and recovery of nickel, copper, lead and zinc prices, the
Company’s overseas mining projects under production will strive to overcome the impact of
the COVID-19 epidemic, strengthen production organization, increase sales efforts, open up
sales channels and transportation routes, gradually reduce inventory, and strive to achieve
the set production and operating objectives for the whole year.

. MATERIAL CHANGES IN MAJOR ASSETS OF THE COMPANY DURING
THE REPORTING PERIOD

D Applicable Not applicable

lll. ANALYSIS ON CORE COMPETITIVENESS DURING THE REPORTING
PERIOD

In ferrous metallurgy field, the Company, being a metallurgical engineering contractor with the longest operating
history and strongest capabilities in professional design, construction and service in China, has monopolistic
and leading advantages with the service capacity for the whole industrial chain from design, manufacturing,
construction to operation, so most of the metallurgical engineering projects are designed and constructed by the
Company. The Company also masters various leading domestic or even international metallurgical processes and
core technologies in consultation, mining and processing, raw material field, coking, sintering, pelletizing, iron-
making, steel-making, continuous casting, hot rolling and cold rolling, providing strong technological support for
its competitiveness in main industries. Over the past few years, while maintaining its leading role in metallurgical
industry, the Company made active effort to expand its business in non-metallurgical engineering and real estate
to facilitate transformation and upgrading in its business structure and steadily increase its comprehensive market
competitiveness.

In project construction field, the Company, as one of the world’s largest engineering contracting companies, has

strong construction and technical advantages in housing construction, steel structure, prefabricated buildings, real
estate, municipal infrastructure, comprehensive industrial engineering construction and equipment installation.
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In nonferrous metallurgy and resource development field, the Company has established a design institute with
the strongest comprehensive strength in nonferrous metallurgy in China, possessed well-developed mine, smelting
process and equipment technologies of copper, lead, zinc, nickel and plenty of other metal, and developed digital
measurement and geographic information system and geotechnical engineering investigation technology for
complicated geological conditions. In terms of metallurgical mining, the Company plays a leading role in large-
scale underground iron ore mining technology and large-scale open mining technology in China.

In energy conservation and environmental protection field, the Company embraces such core technologies
as complete technology for self-decomposition and stabilization of steel slag, application technology of steel slag
powder and steel slag composite powder, and waste-to-energy in disposal of solid waste; complete technological
equipment for comprehensive wastewater treatment and reuse in industrial enterprises, nitrogen and phosphorus
removal process and sludge reduction technology, and high chroma wastewater treatment technology in sewage
treatment. In addition, the Company has mastered activated carbon purification technology, coordinated control
technology and equipment for multi-pollutants in sintering flue gas, and fine dust control technology and equipment
in smoke-gas treatment, and has developed remediation technology for sites contaminated by volatile organic
compounds, semi-volatile organic compounds, pesticides, heavy metals and various pollution factors in ecosystem.
Moreover, the Company has created thermochemical power generation technology for low-grade industrial waste
gas, technology of safe, clean and efficient power generation with low calorific value gas in metallurgical industry,
and cascade heat recovery technology for sintering waste heat in application of low-grade energy.

In emerging industries field, with its one-stop service capability in planning, investigation, design, construction,
and operation service in urban integrated pipeline corridor sector, the Company has set up technical and standard
system, and developed leading technologies in investigation, multi-disciplinary collaborative design, foundation
treatment under complicated conditions, protection and construction of underground obstacles, installation and
maintenance of different medium pipelines, intelligent pipeline network, and fabricated steel composite pipeline
corridor. With system planning and design capability for one core business and several sectors in the construction
of beautiful villages, the Company has created special technology construction of rural roads, complete technology
of domestic sewage treatment, and treatment technology for solid waste (livestock manure), and has developed
tailored product system designed for resources in villages. In smart city field, the Company has developed a
number of technologies, including intelligent energy, intelligent pipeline network, intelligent water, monitoring on
environmental protection, intelligent transformer substation, and intelligent parking management. Built technical and
standard system in sponge city with a number of such patented technologies as drainage kerb and asphalt road
with drainage structure, the Company has created model and technology for rain and flood in sponge city covering
complete technology in the low influences in “permeation, retention, storage, purification, application and drainage”.
In the field of construction for theme park, the Company has built new materials for theme park and construction
technical and standard system for theme park, developed a series of products in painted paint, epoxy glass fiber
reinforced plastic, acid soft color agent and spray mortar, and created construction method of plastic stone rockery
in theme park, GRC construction technology and application method, and wastewater discharge technology and
treatment method for construction of large plastic stone rockery. In the field of treatment for water environment,
the Company has developed core technologies in water environment management and ecological restoration
of rivers and lakes, treatment and reuse of industrial wastewater, construction and operation of urban sewage
treatment pipeline network, efficient water treatment equipment and biological agents, including synergistic removal
technology for biological nitrogen and phosphorus removal from sewage, treatment technology for high chroma
wastewater, efficient clarification and chemical degreasing technology, highly efficient self-priming hybrid surface
aeration equipment and technology. In the field of healthcare and senior care, the Company set up standards for
the construction of a livable environment for the elderly and other technical and standard system in healthcare
and senior care industry, developed “Health Keeper” application system, and created application technology for
information integration in intelligent healthcare and senior care community and application technology of senior
care building ecological environment system. In the field of fabricated building, the Company has established
Chinese National Engineering Research Centre for Steel Construction, obtained recognition for 5 fabricated
building industrial bases from the Ministry of Housing and Urban-Rural Development, developed fabricated
concrete structural system, fabricated steel-mixed structure system, fabricated low-energy building system with
MCC characteristics, and fully grasped design method of fabricated integral concrete structure as well as design,
manufacturing and modular installation technology in fabricated steel structure.

No major changes in the Company's core competitiveness occurred during the Reporting Period.
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. BUSINESS DISCUSSION AND ANALYSIS

During the Reporting Period, the Company realized operating revenue of RMB180,565,193 thousand with a year-on-
year growth of 13.55%, total profit of RMB5,503,385 thousand with a year-on-year growth of 12.72%, and net profit
attributable to the Shareholders of the listed company of RMB3,591,925 thousand with a year-on-year growth of
13.78%.

. MAJOR OPERATING BUSINESS DURING THE REPORTING PERIOD

(U} Analysis on major operating business
1. Analysis on the changes in the relevant items in financial statement
Unit: RMB’000

Amount for the

same period
Amount for the of the Change in
Item current period previous year proportion (%)
Operating revenue 180,565,193 159,017,379 13.55
Operating costs 161,154,787 141,523,492 13.87
Selling expenses 971,393 1,030,968 -5.78
Administrative expenses 4,072,741 4,147,974 -1.81
Financial expenses 1,234,863 1,683,808 -26.66
Research and development expenses 4,127,934 3,716,817 11.06
Net cash flows from operating activities 1,414,017 (5,232,028) N/A
Net cash flows from investing activities (3,591,222) (3,345,769) N/A
Net cash flows from financing activities 10,230,765 1,832,277 458.36

Explanation of change in operating revenue: Increase in operating revenue was due to active
expansion in the market by the Company.

Explanation of change in operating costs: Increasing correspondingly along with the increase in
operating revenue and at the same time, impacted by the increase in costs including raw materials
in the market and labor costs.

Explanation of change in selling expenses: Mainly due to decrease in market development expenses
such as staff expenses, advertising and sale service fees, and travelling expenses.

Explanation of change in administrative expenses: Mainly due to decrease of travelling expenses,
office expenses and other expenses.

Explanation of change in financial expenses: Due to decrease in interest expenses caused by the
reduction of market rate for the current period.

Explanation of change in research and development expenses: Mainly due to increase in investment
in research and development by the Company, leading to increase in research and development

expenses.

Explanation of change in net cash flows from operating activities: Mainly due to increase in cash
received from sales of commodities and provision of labour service.

Explanation of change in net cash flows from investing activities: Mainly due to increase in cash
outflow from the payment of investment activities.

Explanation of change in net cash flows from financing activities: Mainly due to increase in inflow
from receipt in investments and borrowings.
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2. Analysis on revenue and costs

(1)

Analysis on the factors causing the changes in business revenue

The Company’s financial position and business performance were subject to the combined
impact of multiple factors, including the changes in international and domestic macro
economies and the state financial and monetary policy and the development status of the
industry in which the Company was involved and the implementation of adjustment and
control measures of the industry imposed by the state:

1

2)

3)

Trend of macro-economy internationally and domestically

The international and domestic macro-economic environments and trends might
have an impact on the business segments of the Company, including procurement,
production and sales, thereby causing fluctuations in the Company’s business
performance. The Company’s business revenue mainly came from the domestic
market and the Company’s business performance would vary during different
domestic economic cycles.

Changes in the policies of industry in which the Company was involved and demands
of its domestic and overseas markets

The Company’s engineering contracting, property development, resources
development and equipment manufacture businesses were all influenced by the
policies of the industry. In recent years, the Company’s adjustments to the business
fields and regional market strategies were, to a certain extent, a result by following the
structure adjustment and upgrade of the steel and iron industry, the implementation
of “Made in China 2025”, a nation strengthening strategy focusing on manufacturing
industries, and the implementation of regulatory policies for the property industry,
periodic fluctuations of the industries and changes in the operating situation of
upstream and downstream enterprises of the industries, which thereby affected the
Company’s internal business structure and in return affected its financial position.

Both items 1) and 2) above were the major risk factors that impacted the Company’s
performance for the first half of 2020.

Changes in the State’s tax policy and exchange rates
@ Impact from changes in the tax policy

The Company’s operating results and financial position were influenced by
changes in the state’s tax policy through the impact of tax burdens of the
Company and its subsidiaries.

The preferential tax policy for the development of the western regions and
the preferential tax policies for hi-tech enterprises currently enjoyed by some
of the Company’s subsidiaries, as well as the resources tax, and other taxes
may undergo some changes following the changes in the PRC’s tax policies.
Changes in the relevant preferential tax policies would affect the Company’s
financial performance.

@ Impact of the fluctuation in exchange rate and monetary policy
Part of the Company’s business revenue came from overseas markets.

Changes in the exchange rates may bring exchange rate risks to the
Company’s overseas business revenue and currency settlement.
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In addition, adjustment in banks’ deposit reserve ratio and changes in
the benchmark interest rates for deposits and loans would impact on the
Company’s financing costs and interest income.

4) Overseas tax policies and their changes

The Company has business operations in many overseas countries and regions
and pays various taxes. Since the tax policies and environments are different in
various places and the regulations of the various taxes, including enterprise income
tax, tax of foreign contractors, individual income tax, capitation tax and interest
tax, are complicated and diversified, the Company’s overseas business may incur
corresponding risks due to tax policies and the changes thereof. Meanwhile, the
tax treatment for transactions and matters related to certain operating activities may
require enterprises to make corresponding judgment because of the uncertainty of
such tax treatment.

5) Changes in major raw materials prices

The Company’s engineering contracting, resource development and property
development businesses require raw materials including steel, wood, cement,
explosive initiators, waterproof materials, geometrical and additive agents while the
Company’s equipment manufacture business requires steel and electronic parts, etc.
Changes in the prices of the aforementioned raw materials due to factors such as
supply, market conditions and costs on materials will impact the Company’s costs of
the corresponding raw materials and consumables.

6) Construction subcontracting expenses

The Company may, according to the different situations of engineering contracting
projects, subcontract non-crucial construction parts to subcontractors. On one hand,
subcontracting boosted the Company’s capacity to undertake large-scale projects
and to fulfill contracts flexibly. On the other hand, the management of subcontractors
and the control of subcontracting costs may also affect profit on projects of the
Company.

7) Operation of subsidiaries and key projects

The final result of the third party’s audit of the Western Australia SINO Iron Ore EPC
General Contract Project, the progress of the Project of MCC Real Estate in Xiaguan
District of Nanjing, the recovery of payment for contract work from the government
and its financing platforms, the investment and operation of PPP project and the
recovery of payment from projects of some steel and iron enterprises will significantly
affect the future financial performance of the Company.

8) Enhancement in the quality of operational management

The quality of operational management will significantly affect the results of the
Company. The Company will continue to “Highlight the Theme of Reform and Focus
on Core Business”, strive to further improve the corporate governance and operation
of internal control in order to strengthen the operation management and risk control,
raise management quality and effectiveness, and perfect the assessment and
incentive systems of the Company. The Company will continue to deepen the design
and operation of “macro environment, major customers and large-scale projects”,
through systematic reform and innovation, as well as scientific decision-making to
stimulate the Company’s vitality and creativity, and achieve a simple, efficient and
effective management and control system. Whether these management goals can be
effectively implemented will also influence, to quite a large extent, the improvement in
the operating results of the Company.
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9) Uneven distribution of revenue

The Company’s operating revenue mainly comes from the engineering contracting
business. Since the income of such business is affected by factors such as
government’s project approval, public holidays and the “freeze period” in the north,
the business revenue of the Company is usually higher in the second half of the year
than the first half, leading to an uneven distribution of income.

2) Major business by segment and region
1) Major business by segment
Unit: RMB’'000

Information of principal business by segment
Increase or
decrease in the Increase or Increase or
operating decreaseinthe  decrease in the
revenue as operating costs  gross profit margin
compared to as comparedto  as compared to

Operating that of previous that of previous that of

Segment revenue Operating costs Gross Margin(%)  period (%) period (%)  previous period
Increased by 0.20

Engineering contracting 163,537,270 147,847,781 9.59 1273 1247 percentage points
Decreased by 7.27

Property development 13,110,589 10,439,747 20.37 26.24 3893 percentage points
Increased by 3.38

Equipment manufacture 4,794,479 4,085,988 1478 28.60 2370 percentage points
Increased by 1.65

Resource development 1,479,442 1171729 20.80 -34.79 -36.11  percentage points

Note:  The statistics of segment revenue and costs are figures before inter-segment eliminations.
@ Engineering contracting business

Engineering contracting business is the traditional core business of the
Company which is mainly carried out by way of EPC contract and general
financing and construction contracting contract, and is currently the major
source of income and profits of the Company. The gross profit margins of the
engineering contracting business for the first half of 2020 and for the first half
of 2019 were 9.59% and 9.39%, respectively, with a year-on-year increase
of 0.20 percentage point. The increase was mainly due to the Company'’s
strengthening of project management and improvement of project income.
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The proportion of the operating revenue accounting for the total amount
of engineering contracting in each sub-segment of the Company for the
corresponding period during the recent three years are as follows:

Unit: RMB’000

First half of 2020 First half of 2019 First half of 2018
Items of revenue Amount  Proportion (%) Amount  Proportion (%) Amount  Proportion (%)
Metallurgical engineering 31,763,810 1942 29,393,644 2026 26,233,380 23.58
Housing construction
engineering 83,477,320 51.04 67,438,866 4649 43267674 38.90
Transportation
infrastructure 32,043,668 1959 31,022,810 2138 27,745,846 24.94

Note:  The statistics of segment revenue are figures before inter-segment eliminations.
@) Property development business

For the first half of 2020 and the first half of 2019, the total gross profit margins
of the Company’s property development business were 20.37% and 27.64%
respectively, with a year-on-year decrease of 7.27 percentage points, mainly
due to factors such as macro regulatory environment of the property market.

® Equipment manufacture business

The Company’s equipment manufacture business mainly included
metallurgical equipment, steel structures and other metal products. For the
first half of 2020 and the first half of 2019, the gross profit margins of the
Company’s equipment manufacture business were 14.78% and 11.40%,
respectively, representing an increase of 3.38 percentage points as compared
with the same period last year.

@ Resource development business

The Company’s resource development business included mining and
processing. MCC Tongsin Resources Limited (MCCT) (/&8 £BiRZ AR A7)
and MCC-JJJ Mining Development Company Limited (F/6& S REMEAR LD
Al), among others, were mainly engaged in the mining business while China
Silicon Co., Ltd. (85 EREHRAR A E]), the polysilicon manufacturing
enterprise, was mainly engaged in the processing business. For the first half
of 2020 and the first half of 2019, the gross profit margins of the Company’s
resource development business were 20.80% and 19.15%, respectively,
representing an increase of 1.65 percentage points as compared with the
same period last year, mainly due to changes in international commodity
prices and the Company’s strengthening implementation of cost management
measures.

2) Major business by region

For details, please refer to the Note XV “1. Segment Information” to “Financial
Statements” in this report.
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(3)

Table of analysis on costs

Situation by segment

Proportion of the

Unit: RMB’000

Percentage change
Proportion of the  in the amount for the
amount for the current period as

Costs amountforthe  Amountforthe  same period inthe  compared to that for

component  Amount forthe  current period o same period i previous yeartothe  the same period in

Segment items  current period  the total costs (%)  the previous year total costs (%)  the previous year (%)
Engineering contracting  Operating costs 147,847,781 89.65 131,450,459 90.29 1247
Property development Operating costs 10,439,747 6.33 7,514,380 516 38.93
Equipment manufacture  Operating costs 4,085,989 248 3,303,118 221 23.70
Resource development  Operating costs 1171729 071 1,834,103 1.26 -36.11

Note:  The statistics of segment costs are figures before inter-segment eliminations.

Description of other results in the analysis on costs:

The major components of costs of construction projects of the Company for the same period

of the first half of recent three years are as follows:

Unit: RMB’000

First half of 2020 First half of 2019 First half of 2018
Items of costs Amount  Proportion (%) Amount  Proportion (%) Amount  Proportion (%)
Subcontracting expenses 72,169,168 48.81 63,866,006 48.59 48,729,406 48.47
Materials expenses 54,184,012 36.65 45,008,851 34.24 34,485,560 34.30
Labour costs 8,182,285 553 9,228,230 7.02 7,126,202 7.09
Machinery usage fees 2,789,954 1.89 2,561,410 1.95 1,908,568 1.90
Others 10,522,362 712 10,785,962 8.20 8,279,185 8.24
Total engineering cost 147,847,781 100.00 131,450,459 100.00 100,528,921 100.00

The major components of costs of construction projects of the

Company are subcontracting

expenses, materials expenses, labour costs and machinery usage fees. The proportion of

each component of costs to operating costs is relatively stable.
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(4) Information of major customers and major suppliers

The sales of top five customers amounted to RMB9,740,375 thousand, accounting for 5.39%
of the total sales of the Reporting Period; among them, no sales of top five customers is

derived from sales to related parties.

Unit: RMB’000

Proportion of the

Operating  total operating
Customer’s name revenue revenue (%)
Unit 1 3,243,204 1.80
Unit 2 2,080,593 1.15
Unit 3 1,539,892 0.85
Unit 4 1,484,966 0.82
Unit 5 1,391,720 0.77
Total 9,740,375 5.39

The procurement of top five suppliers amounted to RMB3,355,534 thousand, accounting for
2.08% of the operating costs of the Reporting Period; in particular, procurement from related
parties under the procurement of top five suppliers amounted to RMB1,243,173 thousand,
accounting for 0.77% of total procurement of the Reporting Period.

Supplier’s name

for the

current period

Unit: RMB’000

Procurement Proportion of the

total operating
costs (%)

Supplier 1 1,243,173 0.77

Supplier 2 944,893 0.59

Supplier 3 468,394 0.29

Supplier 4 352,600 0.22

Supplier 5 346,474 0.21

Total 3,355,534 2.08
3. Analysis on Expenses

(1) Selling expenses

The Company’s selling expenses mainly include employee compensation costs, travelling
expenses, transportation expenses, advertising and sale services expenses. In the first
half of 2020 and 2019, the Company’s selling expenses were RMB971,393 thousand and
RMB1,030,968 thousand respectively, representing a year-on-year decrease of 5.78%.

2) Administrative expenses

The Company’s administrative expenses mainly include employee compensation costs,
depreciation expenses, office expenses and travelling expenses. For the first half of 2020 and
the first half of 2019, the Company’s administrative expenses were RMB4,072,741 thousand
and RMB4,147,974 thousand respectively, representing a year-on-year decrease of 1.81%.
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(3) Financial expenses
The Company'’s financial expenses include costs of borrowing, exchange gains or losses,
bank charges, etc. incurred in operating business. For the first half of 2020 and the first half
of 2019, the Company’s financial expenses were RMB1,234,863 thousand and RMB1,683,808
thousand respectively, representing a year-on-year decrease of 26.66%.
4. Research and development expenditure

The research and development expenditure of the Company are as follows:

@)

Unit: RMB’000
Research and development expenditure for the current period 4,127,934
Total research and development expenditure 4,127,934
Proportion of total research and development expenditure to operating income (%) 2.29

5. Cash flows

The cash flows of the Company are as follows:

Unit: RMB’000

January to January to

ltems June 2020 June 2019
Net cash flows from operating activities 1,414,017 (5,232,028)
Net cash flows from investing activities (3,591,222) (3,345,769)
Net cash flows from financing activities 10,230,765 1,832,277
(1) Operating activities

For the first half of 2020 and the first half of 2019, the Company’s net cash flows generated
from operating activities amounted to RMB1,414,017 thousand and RMB-5,232,028 thousand
respectively. For the first half of 2020 and the first half of 2019, the cash inflow generated
from operating activities mainly came from the cash received from the sale of goods and the
rendering of service. The Company’s cash outflow generated from operating activities mainly
consisted of cash payments for goods purchased and services received, cash payments to
and on behalf of employees and payments of various types of taxes.

Investing activities

For the first half of 2020 and the first half of 2019, the Company’s net cash flows generated
from investing activities amounted to RMB-3,591,222 thousand and RMB-3,345,769 thousand.
The operating activities of the Company mainly came from engineering contracting and
property development business.

The Company’s cash inflow generated from investing activities mainly consisted of cash
received from recovery of investments, investment income and disposal of assets. Cash
outflow mainly included cash payments to acquire or construct fixed assets, intangible assets
and other long-term assets and cash payments to acquire investments.
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(3) Financing activities

For the first half of 2020 and the first half of 2019, the Company’s net cash flows generated
from financing activities amounted to RMB10,230,765 thousand and RMB1,832,277 thousand
respectively.

The Company’s cash inflow from financing activities mainly consisted of cash received
from capital contributions and net cash inflow from interest-bearing liabilities in accordance
with the needs of operation and management. Cash outflow mainly consisted of cash on
repayment of debts and interest.

6. Detailed statement of significant changes in the composition or source of the Company's
profits

|:| Applicable Not applicable

(W) Description of material changes in profits from non-major business

|:| Applicable Not applicable

(1 Analysis on assets and liabilities

1. Assets and liabilities
Unit: RMB'000
Percentage
Proportion of the Proportion of the change in the
amount at the amount at the amount at the end
end of the current end of the previous of the current
period with period with period as
respect to the respect to the  compared to that
total assets/total total assets/total ~ at the end of the
[tems 30 June 2020 liabilities (%) 31 December 2019 liabilities (%) previous period (%)
Current Assets 372,051,373 76.13 347,435,959 75.78 7.08
Cash and bank
balances 50,709,606 10.38 43,677,662 9.53 16.10
Accounts receivable 69,017,865 14.12 66,026,606 14.40 4.53
Prepayments 28,499,461 5.83 24,705,845 5.39 15.36
Other receivables 54,599,922 11.17 57,290,123 12.49 -4.70
Inventories 59,584,857 12.19 60,636,905 13.22 -1.73
Contract assets 86,538,016 17.71 72,800,575 15.88 18.87
Non-current assets due 116,661,813 23.87 111,070,254 24.22 5.03
Long-term receivables 26,848,658 5.49 24,326,794 5.31 10.37
Fixed assets 25,407,960 5.20 26,121,239 5.70 -2.73
Intangible assets 16,562,278 3.39 15,796,873 3.45 4.85
TOTAL ASSETS 488,713,186 100.00 458,506,213 100.00 6.59
Current Liabilities 331,757,706 89.67 305,928,537 89.56 8.44
Short-term borrowings 56,380,402 15.24 40,476,556 11.85 39.29
Bills payable 34,888,098 9.43 31,487,132 9.22 10.80
Accounts payable 129,103,476 34.90 115,855,013 33.92 11.44
Contract liabilities 62,562,949 16.91 64,595,970 18.91 -3.15
Non-current liabilities 38,214,603 10.33 35,677,168 10.44 7.11
Long-term borrowings 30,994,905 8.38 27,219,615 7.97 13.87
TOTAL LIABILITIES 369,972,309 100.00 341,600,705 100.00 8.31
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Analysis on assets and liabilities:
(1) Analysis on the structure of assets
Cash and bank balances

As at 30 June 2020 and 31 December 2019, the cash and bank balances of the Company
were RMB50,709,606 thousand and RMB43,677,662 thousand, respectively, representing an
increase of 16.10%.

As at 30 June 2020 and 31 December 2019, the restricted cash and bank balances of the
Company were RMB10,777,705 thousand and RMB11,862,762 thousand respectively. The
restricted cash and bank balances mainly included the cash deposits of acceptance bill, and
savings and statutory reserve saved in the Central Bank.

Accounts receivable

As at 30 June 2020 and 31 December 2019, the Company’s net accounts receivable were
RMB69,017,865 thousand and RMB66,026,606 thousand respectively, representing an
increase of 4.563%. On the one hand, this was mainly due to the increase in current income by
13.55% as compared to the same period of last year and the increase in trade receivables;
on the other hand, the Company always attaches great importance to the safety and integrity
of accounts receivable and adopts strong measures to clear up debts, collects each of the
receivables timely based on terms and schedules as agreed in the contracts. Provision for
bad debts has been made to receivables with potential risks in collectability, but the efforts
put to collect the receivables will not be affected.

Prepayments

As at 30 June 2020 and 31 December 2019, the Company’s net prepayments amounted
to RMB28,499,461 thousand and RMB24,705,845 thousand, respectively, representing an
increase of 15.36%, mainly attributable to the increase in the Company’ s prepayments for
subcontractor’s works and purchases of goods.

Other receivables

As at 30 June 2020 and 31 December 2019, the Company’s net amount of other receivables
were RMB54,599,922 thousand and RMB57,290,123 thousand, representing a decrease of
4.70%, mainly attributable to the decrease in borrowings granted to related parties by the
Company.

Inventories

The inventories of the Company mainly consisted of property costs under development,
completed properties held for sale, raw materials, work in process, finished goods, etc. The
inventory of the Company reflected the characteristics of the engineering and contracting,
property development, equipment manufacture and resource development businesses in
which the Company was engaged. As at 30 June 2020, the Company’s net inventories were
RMB59,584,857 thousand. As at 31 December 2019, the Company’s net inventories were
RMB60,636,905 thousand, representing a decrease of 1.73%.
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Contract assets

The contract assets are mainly related to engineering contracting service. As at 30 June
2020 and 31 December 2019, the net contract assets of the Company were RMB86,538,016
thousand and RMB72,800,575 thousand respectively, representing an increase of 18.87%,
mainly attributable to the increase in contract assets related to the engineering contracting
services.

Long-term receivables

As at 30 June 2020 and 31 December 2019, the net long-term receivables of the Company
amounted to RMB26,848,658 thousand and RMB24,326,794 thousand, respectively,
representing an increase of 10.37%, mainly attributable to the increase in long-term
construction receivables of the Company.

2) Analysis on the structure of liabilities
Long-term and short-term borrowings

Long-term and short-term borrowings of the Company mainly consisted of credit loans, and
pledge loans from commercial banks and other financial organizations. As at 30 June 2020
and 31 December 2019, the carrying amount of the Company’s short-term borrowings were
RMB56,380,402 thousand and RMB40,476,556 thousand, respectively, with a year-on year
increase of 39.29%. As at 30 June 2020 and 31 December 2019, the carrying amount of
the Company’s long-term borrowings were RMB30,994,905 thousand and RMB27,219,615
thousand, respectively, with an increase of 13.87%.

Accounts payable

Accounts payable mainly included such material costs payable to suppliers and engineering
costs payable to subcontractors by the Company. As at 30 June 2020 and 31 December
2019, the Company’s carrying value of accounts payable were RMB129,1083,476 thousand
and RMB115,855,013 thousand respectively with an increase of 11.44%.

Contract liabilities

The contract liabilities mainly included engineering contracting service contracts, sales
contracts and related contract liabilities. As at 30 June 2020 and 31 December 2019, the
carrying amount of the Company’s contract liabilities was RMB62,562,949 thousand and
RMB64,595,970 thousand, with a decrease of 3.15%.

2. Restrictions on major assets as at the end of the Reporting Period

For more details, please refer to Note VII 70 to the “Financial Report” of this report.
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(IV)  Analysis on the operational information in the construction industry
1. Inspection and acceptance on completion of construction projects during the Reporting Period
Unit: RMB’'000
Housing Infrastructure Metallurgical
Sub-segment construction construction engineering Others Total
Number of
projects (Unit) 1,432 336 1,414 551 3,733
Total amount 3,772,664 3,545,437 7,595,240 1,478,383 16,391,724
Unit: RMB’000
Project location Domestic Overseas Total
Number of projects (Unit) 3,655 78 3,733
Total amount 15,961,924 429,800 16,391,724
Projects under construction during the Reporting Period
Unit: RMB’000
Housing Infrastructure Metallurgical
Sub-segment construction construction engineering Others Total
Number of
projects (Unit) 3,722 2,510 4,111 1,509 11,852
Total amount 70,502,980 31,787,591 32,602,005 15,804,887 150,697,463
Unit: RMB’'000
Project location Domestic Overseas Total
Number of projects (Unit) 11,178 674 11,852
Total amount 144,566,743 6,130,720 150,697,463

Substantial projects under construction

|:| Applicable Not applicable
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4. Overseas projects during the Reporting Period
Unit: RMB’'000
Number of
Project location projects (Unit) Total
Asia 506 5,250,512
Africa 97 646,471
South America 53 536,530
Europe 45 51,415
Oceania 29 53,300
North America 22 22,292
Total 752 6,560,520

Note: The statistics above are figures before inter-segment eliminations.
5. Financing arrangements of the Company

As at the end of the Reporting Period, the balance of debt financing and financing by other equity
instruments of the Company amounted to RMB125.763 billion, representing an increase of 10.68%
as compared to the beginning of the period, which better satisfied the capital needs for enterprise
development and industrial structure adjustment. In particular, the balances of debt financing
and financing by other equity instruments amounted to RMB96.399 billion and RMB29.364 billion,
respectively, which contributed to the further optimization of financing structure; the balance of
financing due within one year and the long-term financing balance amounted to RMB64.343 billion
and RMB61.420 billion respectively.

6. Investment in Yingtan MCC-CIF Industrial Development Partnership (LP)

As reviewed and approved by the Board of the Company, MCC, China Credit Trust Co., Ltd., MCC-
CCB Investment Fund Management (Beijing) Company Limited (FIRZEEREELSEEULR)ER
A7) and CIF (Beijing) Investment Fund Management Co., Ltd. (S8 {REQLR)BEREEEE
BHMR/AA]) jointly established Yingtan MCC-CIF Industrial Development Partnership (LP) on 22
December 2017. The total subscribed contribution is RMB18,000.16 million in cash, among which
the subscribed contribution of MCC, being a limited partner, is RMB8,800 million or 48.8885%; the
subscribed contribution of China Credit Trust Co., Ltd., being a limited partner, is RMB9,200 million
or 51.1107%; MCC-CCB Investment Fund Management (Beijing) Company Limited (F/ARZEIEEE
£ BB (LR AR AF]) and CIF (Beijing) Investment Fund Management Co., Ltd. ({Z8RIREE (1L R ) A%
ARG EERHBRRAR]) are general and executive partners and their subscribed contributions are
RMB80 thousand or 0.0004%, respectively. During the Reporting Period, no additional paid-in capital
contribution of the Company was made.

V) Investment analysis
1. General Analysis of External Equity Investments

As of 30 June 2020 and 31 December 2019, the net financial assets held for trading of the Company
were RMB2,284,333 thousand and RMB2,162,432 thousand, respectively, representing a year-
on-year increase of 5.64%. As of 30 June 2020 and 31 December 2019, the net long-term equity
investments of the Company were RMB23,265,626 thousand and RMB21,834,366 thousand,
respectively, representing a year-on-year increase of 6.56%. As of 30 June 2020 and 31 December
2019, net investment in other equity instruments of the Company were RMB1,822,321 thousand and
RMB1,871,747 thousand, respectively, representing a year-on-year decrease of 2.64%. As of 30
June 2020 and 31 December 2019, the net investment in other non-current financial assets of the
Company was RMB4,292,774 thousand and RMB4,171,068 thousand, respectively, representing an
increase of 2.92%.

44 METALLURGICAL CORPORATION OF CHINA LTD.



(V1)

(Vi)

(v

U]

(1)

Discussion and Analysis on Business Operations

For details, please refer to Note VII 2, 14, 15, 16 to “Financial Statements” in this report.

(1) Substantial equity investments
|:| Applicable Not applicable
2) Substantial non-equity investments
|:| Applicable Not applicable
(3) Financial assets measured at fair value

For details, please refer to Note Xl to “Financial Statements” in this report.

Disposal of substantial assets and equity interest

|:| Applicable Not applicable

Analysis of major controlled companies and investees

For details, please refer to Note IX to “Financial Statements” in this report.

Structured entities under the control of the Company

|:| Applicable Not applicable
OTHER DISCLOSURE

Warning and description of a forecast recording a loss-making aggregate net profit from the beginning
of the year to the end of next reporting period or recording a substantial year-on-year change

|:| Applicable Not applicable

Possible Risks

1.

Risks associated with macro-economy

The Company’s main businesses such as project contracting and real estate development are
greatly affected by the national macroeconomic operation, fixed asset investment, competition in
the construction industry, urbanization and other external factors. Since the beginning of this year,
the COVID-19 outbreak has accelerated changes in the external market situation. The epidemic
interrupted the process of global recovery, and the global economy may be in its worst slump
since the Great Depression. The economic and social development of our country are posed
unprecedented challenges, and the business environment in which enterprises operate has
undergone profound changes. The epidemic is not only a test of the risk tolerance of an enterprise,
but also a test of its daily business capacity and the ability to respond to challenges. Increasing
pressure brought by the economy downward has led to increased risks such as business difficulties
and debt default of enterprises. Some small and medium-sized enterprises are facing increasing
operating risks and it is necessary to pay high attention to the operating risks of cooperative
enterprises on the industrial chain, especially small and medium-sized enterprises. The epidemic
has a direct impact on real estate sales. In order to promote sales and withdraw funds as soon as
possible, real estate companies are under pressure to reduce prices and promote sales. In addition,
the spread of overseas epidemics has caused difficulties in market development and project
implementation, and has also posed a threat to lives and health of overseas personnel. The external
macroeconomic situation is uncertain and more complex and changeable, which will bring greater
challenges to the business development of the Company.

The Company will make reasonable expectations and adjust its business strategy in due time, make

full use of positive development conditions, seize opportunities, effectively avoid risks, and promote
high-quality development of the Company.
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2. Risks associated with traditional metallurgical engineering business segment

In recent years, the global steel industry has entered the third period of in-depth adjustment. The
goal to speed up the construction of a manufacturing power and strengthen environmental pollution
prevention and control made higher requirements on the steel industry. The recovery of the iron
and steel industry will promote the iron and steel industry to accelerate the pace of environmental
protection transformation, structural adjustment, transformation and upgrading. At present, the main
contradictions faced by the iron and steel industry have been transformed into inadaptation between
industrial structure and competitive market demand, and inadaptation between the level of green
development and ecological environment demand. Companies are facing new opportunities and
challenges brought by the unbalanced and uncertain industry development trend.

The Company persistently adheres to the guideline of “building up a national team for metallurgical
construction” to propel the implementation of the top-level design plan and strategies by a national
team and push forward the integration of internal resources and professional echelon division, in
order to continuously increase the competitiveness and influence of the Company in the global iron
and steel engineering technology sector. In recent years, while focusing on new production capacity,
the Company has paid attention to the technological transformation of its existing production
capacity, and continuously enhanced its efforts on transformation from traditional metallurgical
engineering field to fundamental construction area and emerging markets to expand its market
share. The amount of newly signed contracted value of metallurgical engineering fell below 20% of
the total amount of newly signed contracted value by the Company, which shows that the Company
successfully completed business transformation and effectively defused the risk associated with
metallurgical engineering market.

3. Risks associated with the non-steel engineering segment

Unlike the traditional metallurgical engineering market, the overall growth of investment in fixed assets
slowed down and the competition in the non-steel engineering market is increasingly competitive.
The state has successively introduced relevant policies to continuously increase its investment in
municipal infrastructure construction. The total market volume of highways and railways will remain
at a high level for a period of time. New municipal engineering projects such as urban rail transit,
sewage and garbage treatment, subterranean pipeline corridor and sponge city are expected to
maintain rapid growth. Optimization of industry investment structure, control of scale of real estate
investment, reasonable layout of infrastructure investment, standardized regulation of PPP projects
are the main factors affecting the investment.

As “the main force for fundamental construction and the forerunner of the emerging industries”, the
Company has actively responded to the risk of competition in the non-steel engineering markets
with open mind and advanced with time, and further adapted to the environmental changes. It has
expanded the research and innovation of business models such as F+EPC model, PPP model and
constantly improved the design and operation of “macro environment, heavyweight clients and mega
projects”. It devotes its efforts to developing the non-steel engineering markets such as premium
property construction, highways, transport and municipal infrastructure, integrated subterranean
pipeline corridor, sponge city, smart city and beautiful countryside by relying on its traditional
comparative advantages and core competitiveness in terms of technology, management and capital.
It endeavors to build up an entire industrial chain capability for one-stop services, enhance its brand
influence, vigorously expand and develop markets and continuously strengthen risk resistance
capability and has achieved remarkable success.
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4. Risks associated with the property development business segment

In 2020, under the influence of COVID-19, the central government maintained its regulation and
control on real estate policies. During the NPC & CPPCC sessions, it was emphasized that “housing is
for accommodation, not for speculation”, and the governments must implement differentiated policies
for different cities, improve the market-oriented allocation of factors such as land, population, and
capital, release mid-term and long-term benefits, and meanwhile accelerate the implementation of
regional development strategies, promote coordinated development among districts, strengthen
financial support for stable enterprises, and focus on “Six Stabilities” and “Six Guarantees”.

In the long run, in the context of the high-quality development of China’s economy and real estate
industry, housing development will shift from a short-term extensive growth in pursuit of huge
profits to a long-term sustainable development which requires rational land acquisition, efficiency
improvement, and quality improvement. As market competition intensifies, the regulatory policies
and financing environment of the real estate industry will generally remain strict. The polarization
of corporate sales performance will also accelerate changes of the industry structure and the
continuous improvement of market concentration. The threshold of each echelon of real estate
enterprises will be raised, and the pattern that powerful companies will keep powerful has not be
overthrown. The superposition effect of scale advantage will be continuously enlarged. The real estate
industry is expected to be generally stable and the trend of structural differentiation will not change.
In the future, improving operational efficiency and quality and ensuring the security of the capital
chain are still important tasks for most real estate companies.

The Company will further accelerate the strategic upgrade of shifting from a “real estate developer”
to an “urban operator”, create a unique urban operation model, actively adapt to the requirements
of the situation and market changes, keep a close eye on the core city layout, and follow the path
of differentiated and quality development. It will optimize land acquiring method, seize the current
favorable opportunities for industry integration, and actively acquires scarce land in the central
location of core cities or construction land around central cities through reconstructing old city,
regional development, strategic cooperation, and headquarters economy, so as to increase strategic
land reserves and reduce land acquisition costs. In the process of project development, we will do
a good job in project planning, improve project quality, ensure the realization of expected benefits,
and effectively respond to risks associated with the real estate development business segment.

5. Risks associated with the financial sector

The international financial situation is still complex, as the overseas epidemic spread has not seen
an inflection point, the impact of Sino-US trade frictions still persists, trading system and free
trade principle lasting for years are now under threat of unilateralism, protectionism and economic
hegemonism, and the foreign exchange rates and interest rates fluctuate with uncertainty.

The Company will continue to optimize its financing structure, pay close attention to exchange rate
changes, strengthen management and control of foreign exchange risk exposure, carry out foreign
exchange hedging business only for the purpose of hedging in a timely and effective method. It is
determined not to engage in speculative arbitrage, and meanwhile take multiple measures to save
financial costs and increase capital efficiency.

6. Risks associated with bulk commodity prices
The market price of bulk commodities such as engineering raw materials and metal mineral
resources related to the Company’s business will be affected by the international and domestic

macro-economic environment as well as the changing market needs and may fluctuate in varying
degrees and thus affect the production and operation costs, income and profits of the Company.
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In response to the market price of bulk commodities, the Company strengthened the research
and forecast on the trends and policies, and made appropriate adjustments for procurement and
sales strategies. At the same time, the Company will strengthen its efforts on process improvement
to further improve output, and strengthen the costs control management, further reduce energy
consumption and take all possible measures to reduce the costs on production, operation and other
costs.

7. Risks associated with international operations

The operating businesses of the Company in various countries and areas are subject to local factors
in respect of politics, economy, society, laws, exchange rate, COVID-19 and etc., which may subject
overseas businesses of the Company to certain risks and may lead to the project suspension, cost
increases, the failure of projects to be completed on schedule or occurrence of claims and disputes.
These will affect the revenue and profits of overseas businesses of the Company.

The Company will urge all subsidiaries and overseas institutions to conduct in-depth research on
the policies, regulations and human environment where overseas projects are located, establish
good cooperative relationship with local governments and property owners, and speed up the pace
of localization; continue to carry out contract review before tendering, and conduct risk review for
major overseas projects before tendering and implement the risk management mechanism during
the implementation process, improve the emergency plan for overseas engineering projects,.In the
context of the normalization of the epidemic, the Company will stick to the contract and do its best
to fulfill the contract on schedule. On the other hand, it will protect its own interests in accordance
with provisions in connection with force majeure and otherwise, and strive to reduce the risks of
international operations.

8. Environmental and social risks

Fully intensifying ecological and environmental protection, striving to win the battle of pollution
prevention and control, and insisting on green development has become important national
strategies. The subsidiaries of MCC engage in businesses including resources development,
equipment manufacturing, engineering and contracting, as well as property development. Numerous
subsidiaries and respective projects result in higher standard of requirements on environmental
protection management for the enterprises. The Company continuously improves its awareness
on the ecological and environmental protection, consciously fulfills the political task and social
responsibility of implementing the Xi Jinping’s ecological civilization thought, seriously putting into
practice the ideology that “Lucid Waters and Lush Mountains are Invaluable Assets”, and persisting
on winning the battle of pollution prevention and control, and actively persists on the relevant
national laws and regulations of energy conservation and environmental protection, implements
accountability system on enterprise bodies, continuously improves the energy conservation and
environmental protection system, enhances daily supervision, and proactively initiates environmental
pollution control. The construction enterprises affiliated to the Company, shall carry out in-depth
environmental friendly construction, and push forward the work process of “four conservations in
energy, land, water and resources and one protection” in full efforts; and the production enterprises
affiliated to the Company, shall increase the utilization efficiency of the resources through technology
innovation, so as to reduce the emission of pollutants and enhance clean production.
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9. Risks associated with data fraud or theft
During the Reporting Period, MCC did not get involved in any data fraud and theft cases.

In order to guard state secrets and protect commercial secrets, the Company has formulated a set
of relatively complete confidentiality system, including: “Administrative Measures for Protecting
State Secrets”(CIRSFERMEEIEYHE)Y), “Administrative Measures on Commercial Secrets”({ g%
MBERYIE)), “Confidential Responsibility Accountability Measures”({fRE THESFIB T HEE)),
“Implementation Rules for the Carriers of State Secrets and Commercial Secrets”({ BIZ #23 F 7 % s
BHEEEMA)), “Detailed Implementation Rules for the Early Entry Management of Confidentiality
Work for Major Projects”((ZEAREERZ TIEXBIEAEEEEAEA])), “Detailed Implementation
Rules for the Management of Secret-related Personnel of Headquarters” ({24 H A B EIEE
4881)), “Implementation Rules for Exchange of Confidential Information”({# Z 2 # T {FE i 40
A)), “Implementation Rules for the Management of Meetings Involving Confidential Information of
Headquarters”({ RIS Z @R REETIZEHEMALD).

The Company adopts various promotional and educational measures annually in order to raise
awareness of information confidentiality of the employees, and urge the employees to be alert. The
Company randomly assesses the information confidentiality of its subsidiaries every year, conducts
interviews with members from the information confidentiality office of all subsidiaries, investigates
and reviews relevant system and recorded documents, retrieves previous confidential documents
and on-site investigation to conduct investigation on the employment of personnel in all units,
establishment of information confidentiality system, secret classification management, information
system management and other aspects, as well as requires the units under investigation to submit
rectification reports within a time limit.

10. Cyber risk and security

Following the in-depth application of “Internet Plus” in informatization domain, network topology
of enterprises becomes increasingly complicated. The number of information system is surging,
resulting in higher possibility of internet disruptions and system breakdown; the Company endeavors
to expand overseas markets for enhancement in international influence. At the same time, the risk
from cyberattacks to the information system has been increased. Any occurrence of the risk events
cause adverse impacts on the production and operating activities of the Company.

The Company persistently optimizes and improves the information network system, upgrades
the capability of protection and emergency response, forms a professional team for security of
network and information system, initiates protection by levels, major security checks and other
relevant projects each year to develop a comprehensive safety and protection system. Thus, the
Company will make the utmost effort to prevent from risks associated with the internet and avoid the
occurrence of security incidents.
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. SUMMARY OF THE GENERAL MEETING

Enquiry index of the designated Date of disclosure
website for the publication of the publication
Session of the meeting Convening date of the resolutions of the resolutions
2020 first extraordinary general 29 April 2020 www.sse.com.cn 30 April 2020
meeting www.hkexnews.hk
2019 annual general meeting 29 June 2020 Www.sse.com.cn 30 June 2020

www.hkexnews.hk

Note:  Poll results announcements of the abovementioned general meetings have been published on the website of the Hong Kong
Stock Exchange on the date of such meetings.

Description of Shareholders’ Meeting

On 29 April 2020, the Company convened the 2020 first extraordinary general meeting, at which Zhang Zhaoxiang,
Lin Jinzhen, both being Directors of the Company, Cao Xiuyun, Zhang Yandi, Chu Zhiqi, all being Supervisors of
the Company, and Zeng Gang, being the secretary to the Board attended; other senior management personnel of
the Company attended the meeting without voting rights. Two ordinary resolutions were considered and approved
at the meeting, including the “Resolution on the Election of Mr. Ng, Kar Ling Johnny as the Independent Non-
executive Directors of the Third Session of the Board of the Company” and the “Resolution on the Adjustment of the
Emoluments of Independent Directors of MCC”.

On 29 June 2020, the Company convened the 2019 annual general meeting, at which Zhang Zhaoxiang, Lin
Jinzhen, both being Directors of the Company, Cao Xiuyun, Zhang Yandi, Chu Zhiqi, all being Supervisors of the
Company, and Zeng Gang, being the secretary to the Board attended; other senior management personnel of the
Company attended the meeting without voting rights. Seven ordinary resolutions were considered and approved at
the meeting, including the “Resolution on the Work Report of the Board of MCC for the Year 2019”, the “Resolution
on the Work Report of the Supervisory Committee of MCC for the Year 2019”, the “Resolution on the Report of
MCC on Final Accounts for the Year 2019”, the “Resolution on Profit Distribution of MCC for the Year 2019, the
“Resolution in relation to the Emoluments of Directors and Supervisors of MCC for the Year 2019”, the “Resolution
on the Guarantee Plan of MCC for the Year 2020", the “Resolution on the Appointment of the Auditor of the Financial
Report and Internal Control Auditor of the Company for the Year 2020”; two special resolutions were considered and
approved at the meeting, including the “Resolution on the Grant of General Mandate to the Board of Directors to Issue
Shares”, the “Resolution on the Amendment to the Articles of Association and the Rules of Procedures for General
Meetings”. The “Work Report of Independent Directors for the Year 2019” was heard at the meeting.

. PROPOSALS ON PROFIT DISTRIBUTION OR TRANSFER OF CAPITAL

RESERVE

(U} Proposal for profit distribution and transfer of capital reserve to share capital for the first half of the
year
Any distribution or transfer No
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lll. PERFORMANCE OF UNDERTAKINGS

(U]

Background of
undertaking

Significant Events

Undertakings made by relevant parties such as de facto controllers, Shareholders, related parties
and acquirers of the Company and the Company during the Reporting Period or subsisting to the

Reporting Period

Type of
undertaking

Undertaking
party

Details of undertaking

Whether
thereis a

Whetheritis  If not performed If not

strictly

timely, specify  performed

time limit for performedina the reasonsin timely, specify

performance timely manner  details

further plans

Undertakings in
relation o the
initial public
offering

Undertakings
in relation to
the strategic
restructuring

Solutiontoand ~ CMGC

prevention
of horizontal
competition

Solutiontoand ~ China

prevention
of horizontal
competition

Minmetals

CMGC, the Controlling Shareholder of MCC, undertook 5 December 2008
to avoid being engaged in or taking part in any
business which may compete horizontally with the
principal business of MCC.

In respect of businesses carried out by China 17 February 2016

Minmetals and other controlled companies which
overlap with those of MCC, China Minmetals
will, according to its actual situations and the
characteristics and development trend of the
industry in which it operates, actively adopts
different methods such as entrusted management,
asset restructuring, equity swap and business
adjustment to minimize the business overlap
between the two parties.

Upon the completion of the acquisition, China
Minmetals and other controlled companies will
not, in whatever form, directly or indirectly,
engage in the businesses competing with MCC,
and will not establish controlling subsidiaries who
engage in the same or similar businesses that
will constitute substantial horizontal competition
with MCC. China Minmetals will supervise
its controlled companies and adopt certain
measures when necessary.

Subject to the above principles 1 and 2 and
upon the completion of the acquisition, if the
products or services that will be operated by
the unlisted subsidiaries controlled by or other
unlisted related enterprises of China Minmetals
are likely to compete with the main products or
services of MCC, China Minmetals will agree that
MCC shall be entitled to preferentially acquire
the assets in relation to these products or
services or 100% equity of China Minmetals in the
subsidiaries. MCC shall be entitled to determine
the time to request China Minmetals to sell the
abovementioned competing businesses at its
discretion.

No

No

Yes

Yes
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Whether ~ Whetheritis  If not performed If not

thereisa  strictly timely, specify ~ performed
Background of  Type of Undertaking Date and duration ~ time limit for performedina the reasonsin timely, specify
undertaking undertaking  party Details of undertaking of undertaking performance timely manner  details further plans

4. China Minmetals will abstain from voting at the
Board meeting or general meeting at which MCC
reviews whether its new businesses constitute
horizontal competition with China Minmetals and
whether to exercise the above option right and
pre-emptive rights.

5. China Minmetals undertook that it will strictly
comply with the relevant regulations of the CSRC
and the SSE, and the Articles of Associations and
other rules and regulations of MCC, and equally
exercise the shareholder's rights and perform the
shareholder's obligations. It also undertook not
to take advantage of its privileged positions as
the substantial shareholder nor impair the legal
interests of MCC or other shareholders.

The commitments continue to be valid, cannot be
altered and is irrevocable during the period in which
China Minmetals has control over MCC or there is
relatively material impact. If there is any breach of the
above commitments, China Minmetals shall undertake
all losses to MCC.

Undertakingsin ~ Others MCC During the renewable period of Corporate Bonds 25 October 201710 Yes Yes = =
relation to the (First Tranche) for 2017 under the Public Issuance 25 October 2022
corporate bonds by Metallurgical Corporation of China Ltd. (2017
Corporate Bonds"), if the Company does not expect
to pay the principal and interest for this tranche
of bonds on time or fails to pay the principal and
interests on time at the maturity date of this tranche
of bonds, at least the following measures will be
taken: (1) no distribution of profits to the ordinary
Shareholders; (2) no reduction in registered capital.
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Whether ~ Whetheritis  If not performed If not

thereisa  strictly timely, specify ~ performed
Background of  Type of Undertaking Date and duration time limit for performedina the reasonsin timely, specify
undertaking undertaking  party Details of undertaking of undertaking performance timely manner  details further plans
During the renewable period of Corporate Bonds 8 May 201810 8 May Yes Yes = =
(First Tranche) for 2018 under the Public Issuance 2023
by Metallurgical Corporation of China Ltd.* (2018
Corporate Bonds"), if the Company does not expect
to pay the principal and interest for this tranche of
bonds on time or fails to pay the principal and interest
on time at the maturity date of this tranche of bonds,
at least the following measures will be taken: (1) no
distribution of profits to the ordinary Shareholders; (2)
no reduction in registered capital.
The funds raised from 2017 Corporate Bonds and  The issuance dates  Yes Yes - -

2018 Corporate Bonds are used only for production  of 2017 Corporate
and operating activities of enterprises that comply ~ Bonds and 2018

with national laws, regulations and policies. Such  Corporate Bonds
raised funds will be used strictly in accordance with

the agreed purpose mentioned in the prospectus.

Such funds will not be used by others and will not

be used as non-production expenditures and real

estate business. A practical and effective monitoring

mechanism and isolation mechanism for raised funds

will be established.

V.

APPOINTMENT AND DISMISSAL OF ACCOUNTING FIRM

Appointment and Dismissal of Accounting Firm

Deloitte Touche Tohmatsu CPA LLP (Special General Partnership) is the auditor of financial report and internal
control auditor of the Company for the year 2019 and has been the auditor of the Company for six years.
Considering the needs of the Company’s business development and annual audit work, upon the approval at the
2019 annual general meeting of the Company, we engaged WUYIGE Certified Public Accountants LLP as the
auditor of the financial report of the Company for the year 2020, the auditor of the interim financial report and the
internal control auditor of the Company for the year 2020, and authorized the Board to determine its emoluments.

Explanation on change in appointment of accounting firm during the audit period
|:| Applicable Not applicable

Explanation on the “non-standard audit report” issued by the accounting firm

|:| Applicable Not applicable

Explanation on the “non-standard audit report” issued by the certified public accountant in respect of the financial
report contained in the annual report for the previous year

|:| Applicable Not applicable
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V. EVENTS IN RELATION TO BANKRUPTCY AND REORGANISATION
D Applicable Not applicable

VI. MATERIAL LITIGATION AND ARBITRATION

The Company does not have material litigation or arbitration during the Reporting Period

VIl. THE PENALTIES AND RECTIFICATION OF THE LISTED COMPANY AND
ITS DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT, CONTROLLING
SHAREHOLDER, DE FACTO CONTROLLERS AND ACQUIRERS

|:| Applicable Not applicable

VIIl. INTEGRITY OF THE COMPANY AND ITS CONTROLLING SHAREHOLDER
AND DE FACTO CONTROLLERS DURING THE REPORTING PERIOD

During the Reporting Period, the Company and its Controlling Shareholder, CMGC, did not have any court ruling
that was yet to be executed, or any debt with a relatively large amount that is due but remained unpaid.

IX. EQUITY INCENTIVE PLAN, EMPLOYEE STOCK OWNERSHIP PLAN OR
OTHER EMPLOYEE INCENTIVE MEASURES OF THE COMPANY AND
THEIR IMPACT

(U} Relevant equity incentive events disclosed in temporary announcements without further development
or change in subsequent implementation

D Applicable Not applicable

(W)} Incentive events not disclosed in temporary announcements or with subsequent progress

Equity incentives
|:| Applicable Not applicable

Employee stock ownership plan

|:| Applicable Not applicable

Other incentives measures

After CISDI Group Co., Ltd., China ENFI Engineering Co., Ltd., China MCC 17 Group Co., Ltd. and WISDRI
Engineering & Research Incorporation Limited, all being subsidiaries of the Company, have been included
in the list of “Double Hundred Enterprises”, MCC Capital Engineering & Research Incorporation Limited was
included in the “Model Action for Scientific Reform”. The above five subsidiaries have plans to carry out
mixed ownership reform and employee stock ownership for their subsidiaries.

The Company will, as required by the overall arrangement and guidance of the SASAC, thoroughly
study and understand “1+N” documents on reform of state-owned enterprises and the Guidelines for the
Implementation of Equity Incentives of Listed Companies Controlled by Central Enterprises, and will consider
and develop equity incentive plan based on the actual conditions of the Company. As the plan is now under
preparation, specific plan contents and schedule are to be determined. Relevant plan is to be implemented
after it has been submitted to and approved by SASAC and the institutions at high levels. The Company will
perform the obligation of information disclosure in a timely fashion according to work progress.

54  METALLURGICAL CORPORATION OF CHINA LTD.



X. MATERIAL CONNECTED TRANSACTIONS

Significant Events

(0] Connected transactions related to daily operation
1. Events disclosed in temporary announcements without further development or change in
subsequent implementation
|:| Applicable Not applicable
2 Events disclosed in temporary announcements and with further development or change in
subsequent implementation
|:| Applicable Not applicable
3. Events not disclosed in temporary announcements
Unit: RMB’000
Reason for
significant
difference
between
Pricing Percentage  Payment transaction
Content of principleof ~ Annual Priceof ~ Amountof tosimilar method for price and
Party to Connected connected connected  capsfor connected  connectedtransactions connected  Market reference
connected transaction relationship transaction transaction 2020 transaction transaction (%) transaction price  market price
China Minmetals and its  Indirect controlling Sales of Purchase and sales  Agreed price 1,177,000 - 874,017 1393 = = =
subsidiaries shareholder of materials- income
(Except MCC)
China Minmetals and its  Indirect controlling Purchase of ~ Purchase and sales Agreed price 13,187,000 - 3214247 5.86 s = =
subsidiaries shareholder of materials-
(Except MCC) expense
China Minmetals and its  Indirect controlling Provisionof ~ Engineering Agreed price 17,962,000 - 536,977 033 - - -
subsidiaries shareholder labour services - construction -
(Except MCC) income
China Minmetals and its  Indirect controlling Acceptance of ~ Engineering Agreed price 5,817,000 s 17,440 0.02 s = =
subsidiaries shareholder construction -
(Except MCC) expense
China Minmetals and its  Indirect controlling Provisionof ~ Metallurgy and Agreed price 533,000 - 16,452 0.09 - - -
subsidiaries shareholder labour services management
(Except MCC) services-income
China Minmetals and its  Indirect controlling Provisionof ~ Metallurgy and Agreed price 42,000 s 7,958 0.05 s = =
subsidiaries shareholder labour services management
(Except MCC) services-expenses
China Minmetals and its  Indirect controlling Interest Industrial financing ~ Agreed price 1,600,000 - 46,580 243 = = =
subsidiaries shareholder services costs-
(Except MCC) financial assistance
China Minmetals and its  Indirect controlling Other outflow  Property leasing - Lease 247,000 s 31,127 23.61 s = =

subsidiaries
(Except MCC)

shareholder

€xpenses contracts
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Reason for
significant
difference
between
Pricing Percentage  Payment transaction
Type of Content of principle of Annual Priceof ~ Amountof tosimilar method for price and
Party to Connected connected  connected connected  capsfor connected  connectedtransactions connected  Market reference
connected transaction relationship transaction  transaction transaction 2020 transaction  transaction (%) transaction price  market price
MCC Ruimu Amperex  Fellow subsidiary Borrowingsto ~ Financial services-  Agreed price 800,000 - 300,000
Technology Limited related parties ~ daily maximum
balance of provision
of loan and bill
discounting
services
MCC Ruimu Amperex  Fellow subsidiary Borrowingsto  Financial services-  Agreed price 500,000 - 430,590
Technology Limited related parties ~ daily maximum
balance of provision
of financial leasing
services
MCC Ruimu Amperex  Fellow subsidiary ~ Interestincome Financial services-  Agreed price 88,000 - 14,234 213
Technology Limited interest and rent
Total / / | 5,489,622 | / / /
Details of return of sold
goods in large quantities N/A
Description of connected transaction N/A

(1 Connected transactions in relation to acquisition of assets or acquisition or disposal of equity

Events disclosed in temporary announcements without further development or change in
subsequent implementation

|:| Applicable Not applicable

Events disclosed in temporary announcements and with further development or change in
subsequent implementation

On 31 March 2020, the “Resolution on the Proposed Acquisition by MCC Real Estate of 50%
equity interest in MCC Mingheng from Minmetals Trust” was considered and approved at the 14th
meeting of the third session of the Board of the Company, approving MCC Real Estate to purchase
50% equity interest in Zhuhai MCC Mingheng Real Estate Co., Ltd.* from Minmetals International
Trust Co., Ltd.* by agreement, at a purchase price not exceed 50% of the assessed value of MCC
Mingheng’s net assets (i.e., RMB42.1412 million). After the acquisition, the registered capital of
MCC Mingheng is RMB60 million, which is 100% owned by MCC Real Estate. For details, please
refer to the “Potential Connected Transaction — Acquisition of 50% Equity Interest in MCC Mingheng”
disclosed by the Company on 31 March 2020.
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On 20 April 2020, MCC Real Estate and Minmetals International Trust Co., Ltd.* entered into the
Equity Transfer Agreement, which stipulates the following: (1) Transfer target: 50% equity interest
in MCC Mingheng held by Minmetals Trust (corresponding registered capital: RMB30 million); (2)
Equity transfer consideration: RMB36,511,839.96; (3) Form of payment: MCC Real Estate shall pay
the full amount of the consideration to Minmetals Trust in a lump sum on 20 April 2020. For details,
please refer to the “Connected Transaction — Acquisition of 50% Equity Interest in MCC Mingheng”
disclosed by the Company on 21 April 2020.

Events not disclosed in temporary announcements

D Applicable Not applicable

4. Business results of the Reporting Period shall be disclosed as agreed involving the results

|:| Applicable Not applicable

(nry Material connected transactions in relation to joint investment in external parties

1. Events disclosed in temporary announcements without further development or change in

subsequent implementation

Event overview

Enquiry index

On 25 December 2019, at the 10th meeting of the third session of
the Board of the Company, the “Resolution on the Capital Increase to
Genertec Minmetals Hospital through assets by MCC 5, MCC 17 and
MCC 19” was considered and approved, approving China MCC 5 Group
Co., Ltd. (MCC 5), China MCC 17 Group Co., Ltd. (MCC 17) and China
MCC 19 Group Co., Ltd. (MCC 19) to contribute with their own hospital
assets, and jointly increase the capital of Genertec Minmetals Hospital
Management (Beijing) Company Limited by non-public agreement with
Minmetals Assets Management Company Limited, Genertec Universal
Hospital Investment & Management (Tianjin) Co., Ltd., CITIC Capital
Equity Investment (Tianjin) Corporation Limited and Minmetals Innovation
Investment Company Limited. Among them, the amount of the capital
increase of the MCC 5 was RMB65.3395 million, the amount of the capital
increase of China MCC 17 was RMB36.3117 million, and the amount
of the capital increase of MCC19 was RMB73.4255 million. The parties
signed an additional agreement on 2 June.

For details, please refer to the Announcement
on “Connected Transaction-Capital Increase
in Genertec Minmetals” disclosed by the
Company on 2 June 2020.
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2. Events disclosed in temporary announcements and with further development or change in
subsequent implementation

(1) On 20 January 2020, at the 12th meeting of the third session of the Board of the Company,
the “Resolution on the Implementation of the Relocation and Construction Project of Wuchuan
People’s Hospital by MCC Urban Investment in PPP Model” and the “Resolution on the
Participation of the Overall Relocation and Construction Project of Wuchuan Hospital of
Traditional Chinese Medicine by MCC Urban Investment in PPP Model” were considered
and approved. Pursuant to the resolutions, MCC Urban Investment Holding Co., Ltd. (“MCC
Urban Investment”) (as the lead party), was approved to form the Consortium with Minmetals
Kingdon Equity Investment Fund Management Co., Ltd. (“Minmetals Kingdon”) to jointly
participate in the open tendering and bidding for the overall relocation and construction
project of Wuchuan Hospital of Traditional Chinese Medicine (TCM Hospital) and the
relocation and construction project of Wuchuan People’s Hospital, and establish two project
companies with the investment representative of Wuchuan Government to implement the
corresponding projects upon winning the bid, respectively. For details, please refer to
the relevant announcement disclosed by the Company on 20 January 2020. MCC Urban
Investment and Minmetals Kingdon entered into the “MCC Urban Investment People’s
Hospital Investment (Wuchuan) Co., Ltd. (tentative name) Shareholders’ Agreement” with
Wuchuan People’s Hospital on 20 April 2020, and entered into the “MCC Urban Investment
TCM Hospital Investment (Wuchuan) Co., Ltd. (tentative name) Shareholders’ Agreement”
with TCM Hospital on 17 April. For details, please refer to the relevant announcement
disclosed by the Company on 20 April 2020.

(2) On 9 August 2019, the Company issued the Announcement on “Potential Connected
Transaction - Guizhou Expressway PPP Project”. The Company and its six subsidiaries,
partnered The 23rd Metallurgical Construction Group Co., Ltd. of Minmetals (the Company’s
related party, the “23rd Metallurgical”), Guizhou Jiaojian Construction Group Co., Ltd. and
its five subsidiaries, Guizhou Transportation Planning, Survey & Design Institute Co., Ltd.,
and Liaoning Communications Planning & Design Institute Co., Ltd. and jointly formed the
Consortium (the “Consortium”) to participate in the bidding for the PPP project of the Nayong-
Qinglong section (“Naging Project”) and the PPP project of Liuzhi-Anlong Expressway
(“Liuv'an Project”) of the Nayong-Xingyi national expressway in Guizhou province and won
the bid. Due to the change of external conditions, the Consortium failed to enter into the
investment agreement within the agreed time and was disqualified from bid winning upon
the consideration and decision of the Guizhou Provincial Department of Transportation. Due
to the disqualification from bid winning of the Consortium as stated above, the Connected
Transactions jointly invested by the Company and its subsidiaries and the related party
23rd Metallurgical will no longer be implemented. For details, please refer to the relevant
announcement disclosed by the Company on 6 March 2020.

3. Events not disclosed in temporary announcements

|:| Applicable Not applicable

(v) Related creditors’ rights and debt transactions

|:| Applicable Not applicable

V) Other material connected transactions

|:| Applicable Not applicable
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Xl. MATERIAL CONTRACTS AND THE PERFORMANCE THEREOF

1. Custody, contracting and leasing
|:| Applicable Not applicable
2. Guarantees
Unit: RMB
External guarantees provided by the Company (excluding guarantees provided for subsidiaries)
The relationship
between Date of Connected
the guarantor guarantee  Inception Expiration Counter parties
and the Guaranteed (Agreement dateof  dateof  Guarantee  Completed Overdue Overdue guarantee  guarantee  Connected
Guarantor listed Company ~ Guarantee amount date) guarantee guarantee type or not or not amount or not or not relationship
MCC Real Estate  Wholly-owned ~ Zhuhai Hengain 199,226,031.61 2019-9-4  2019-9-4  2024-9-4  Joint No No 0 No No -
subsidiaries Headquarters guarantee
Building
Development Co.,
Lid. (FEEEE
AEEEERAA)
ChinaMCC 20 Controlled Zhuhai Henggin 128,532923.62 2019-9-4  2019-9-4  2024-9-4  Joint No No 0 No No -
Group Co., Ltd. subsidiary Headquarters guarantee
Buiding
Development Co.,
Ltd.
Total amount of quarantees incurred during the Reporting Period (excluding guarantees for subsidiaries) 327,768,995.23
Total balance of quarantees as at the end of the Reporting Period (A) (excluding guarantees for subsidiaries) 327,758,965.23
Guarantees provided by the Company for its subsidiaries
Total amount of quarantees provided for its subsidiaries during the Reporting Period 1,5623,373,109.96
Total balance of guarantees provided for its subsidiaries as at the end of the Reporting Period (B) 22,212,022,936.70
Total guarantees provided by the Company (including guarantees for subsidiaries)
Total amount of quarantees (A+B) 22,599,781,891.93
Total amount of quarantees as a percentage of the Company’s net assets atiributable to Shareholders of
the listed Company (%) 24.29%
Including:
Amaunt of quarantees provided for Shareholders, the de facto controllers and their related parties (C) 0
Debt guarantees directly or indirectly provided for guaranteed parties with gearing ratio of over 70% (D) 9,303,293,432.33
Guarantees with the total amount exceeding 50% of the net assets () 0
Total amount of quarantees of the three above items (C+D+E) 9,303,293,432.33

Explanation on the potential joint repaying liability arising from outstanding guarantees Nil
Explanation on guarantees Nil
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Note:  Zhuhai Henggin Headquarters Building Development Co., Ltd. (SR8 EZEEINEZERBR A A]) is 31% owned by MCC Real Estate,
a subsidiary of the Company, 20% owned by another subsidiary of the Company, China metallurgical Group Co., 30% owned by
Zhuhai Da Hengqin Real Estate Co., Ltd.GREAREE B X AR A]), and 19% owned by Hong Kong Jimei Property Development
Co., Ltd. (BB &EEMEZEREBRRAE). In July 2016, Zhuhai Da Henggin Real Estate Co., Ltd. agreed to act in concert with MCC Reall
Estate on voting at the Board meeting, and issued an Acting in Concert Letter. The control of Zhuhai Henggin Headquarters Building
Development Co., Ltd. acquired by MCC Real Estate was included in the scope of consolidation in August 2016. On 5 September
2019, MCC Real Estate and China MCC 20 Group Co., Ltd. provided guarantees in the amount of up to RMB930 million and RMB600
million respectively, on a pro-rata basis, for Zhuhai Henggin Headquarters Building Development Co., Ltd. (for details, please refer
to the announcement of the Company dated 30 August 2019 in relation to the provision of guarantees for its subsidiaries). In March
2020, Zhuhai Da Hengqin Real Estate Co., Ltd. cancelled the Letter of Acting in Concert with MCC Real Estate, which made Zhuhai
Hengqin Headquarters Building Development Co., Ltd. cease to be included in the scope of MCC Real Estate. The guarantee
provided by MCC Real Estate and China MCC 20 Group Co., Ltd. then became a guarantee provided for an external company
(excluding the guarantee provided for the subsidiaries).

3. Other material contracts

Please refer to the “Report of Directors” for the material contract entered into by the Company during the
Reporting Period.

XIl. FIGHTING AGAINST THE COVID-19 OUTBREAK

Confronted with the sudden outbreak of Covid-19 at the beginning of the year, the Company acted quickly and took
effective measures. Adhering to the enterprise spirit to “make progress every day, and do not slacken the pace”,
MCC rushed to support the construction tasks of Leishenshan Hospital and Huoshenshan Hospital in Wuhan, raced
against the clock to build E’zhou Leishan Hospital, supported the construction of Hongshan Gymnasium’s “Fangcang
Shelter Hospital” overnight, and rapidly renovated the facilities and equipment of Wuhan No.3 Hospital, the Second
Hospital of WISCO and Xinzhou District People’s Hospital. During the epidemic, the Company completed the
design, renovation and construction of more than 40 emergency medical facilities projects with high quality and
efficiency, as well as the closed-off renovation of several streets and communities, providing more than 25,000
beds. Besides, more than 2,000 medical staff of the Company’s 6 transformed hospitals in different provinces and
cities devoted themselves to the fight against the epidemic.

In addition to contributing money to heavily stricken areas, the Company also donated N95 masks, medical masks,
medical protective suits, medical gloves, goggles, disinfectant, medical alcohol and a large number of daily
necessities to hospitals, street offices and relevant units in various regions. In view of the spread of the epidemic
worldwide, MCC purchased relevant anti-epidemic supplies and sent them to the countries and regions where
MCC'’s projects are based, donating those supplies to local governments and communities to provide supports and
overcome the difficulties hand in hand. By the end of the Reporting Period, the Company had donated epidemic
prevention supplies to overseas areas for a total of 9 times, involving 7 national or regional governments and 42
partners from 29 countries, with a cumulative amount of about RMB4.4733 million.

The Company firmly believes that “we will finally defeat the epidemic and get our life back on track, embracing
challenges as climbing mountains or just plain sailing in the future”. In accordance with the requirements of “one
policy for one enterprise, one policy for one industry, classified guidance, and targeted policies”, the Company
will do its best to overcome the difficulties, do a solid and effective job in epidemic prevention and control, and
scientifically and orderly promote the resumption of work and production. Through zoning, grading and targeted
policies, in low-risk areas, work resumption will be comprehensively promoted for enterprises and construction
projects; in medium-risk areas, work resumption will be orderly promoted in stages and at different times for
enterprises and projects; and in high-risk areas, it will be gradually and orderly promoted for enterprises after the
epidemic is effectively prevented and controlled. In particular, priority will be given to resuming work on projects
involving epidemic prevention and control, livelihood security and other important matters about national economy
and people’s livelihood, so as to ensure the safe, high-quality and timely implementation of major social and
livelihood projects. For instance, major projects in Beijing and Tianjin, such as the National Snowmobile and Sled
Center Project, Universal Studios Project in Beijing, and Staff Turnover Housing Project in Beijing’s urban sub-
centers, have been pressed the “fast forward button” for work resumption. Key projects in Xiong’an New District
have been promoted with good quality and quantity. The resumption of work for key projects in Guangdong-Hong
Kong-Macao Greater Bay Area has been speeded up in an all-round manner. Work resumption and epidemic
prevention of key projects in the Southwest Economic Zone have been conducted “at the same time”. Key projects
under construction in the Pan-Northwest Economic Zone have resumed work in an all-round and orderly manner.
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XIll. PERFORMANCE OF POVERTY ALLEVIATION BY THE LISTED COMPANY

e Targeted poverty alleviation programmes
|:| Applicable Not applicable
2. Overview of targeted poverty alleviation during the Reporting Period
|:| Applicable Not applicable
3. Achievements of targeted poverty alleviation
|:| Applicable Not applicable
4. Staged progress of the fulfillment of social responsibility regarding targeted poverty alleviation

(1) Allocation of Aid Funds for Poverty Alleviation

By the end of April 2020, MCC has fully allocated the first aid fund of RMB7.4243 million for poverty
alleviation, including allocating RMB3.00 million to support three industrial projects in Yanhe Tujia
Autonomous County of Guizhou Province; RMB3 million for building 2 industrial projects in Dejiang
County of Guizhou Province; RMB1.4243 million to Panzhihua Technician College to implement the
“Mine Heart” vocational education program for poor students enrolled by the college from registered
households in targeted poverty alleviation counties.

2) Implementation of poverty alleviation through consumption

The Company extensively encouraged all subordinated labor unions at all levels to actively
participate in poverty alleviation through consumption. According to incomplete statistics, in the
first half of the year, the headquarters of MCC and its subsidiaries directly purchased agricultural
products in total of RMB6.6032 million from 6 counties under targeted poverty alleviation and directly
purchased products of RMB1.5768 million from other state-level poverty-stricken counties.

3) Implementation of partner assistance work

While carrying out the targeted poverty alleviation work, the Company also called on its subsidiaries
to undertake the local partner assistance work and help targeted poverty alleviation counties
(townships and villages) arranged by local governments. In addition, the Company actively
innovated poverty alleviation measures, encouraged and explored more internal resources to put
into targeted poverty alleviation work, and thus achieved positive results. CISDI Group Co., Ltd., a
subsidiary of the Company, through the “National Public Welfare Service Platform for the Production
and Marketing of Primary Agricultural Products” authorized by the Ministry of Agriculture and Rural
Affairs, supported the publicity of high-quality and characteristic agricultural products from the
counties to which it provides partner assistance, and helped the Company to carry out poverty
alleviation through consumption.

5. Subsequent targeted poverty alleviation programmes

|:| Applicable Not applicable
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XIV. CONVERTIBLE CORPORATE BONDS
D Applicable Not applicable

XV. INFORMATION ON ENVIRONMENTAL PROTECTION OF THE COMPANY

(U} Environmental protection of the Company and its subsidiaries categorised as major sewage discharge
enterprises as published by the environmental protection department

In accordance with the Name List of Enterprises under Special Supervision and Enterprises with Significant
Waste Disposal in the first half of 2020 published by the national and local departments of environmental
protection, among all subsidiaries of MCC, Xiangyang Enfi Environmental Protection Energy Co., Ltd.,
a subsidiary of China Nonferrous Engineering Co., Ltd. (hereinafter referred to as “China Non-ferrous”),
Ganzhou Enfi Environmental Protection Energy Co., Ltd. (3N BIERREEFEER A F]) and China City
New Energy Development Dafeng Co., Ltd. (BT IRRIEEIRFAZEANLEERAQA]), a subsidiary of WISDRI
Engineering & Research Incorporation Limited (hereinafter referred to as “WISDRI”), were included in the list
of enterprises under special supervision of exhaust gas, China Silicon Corporation Ltd. (&fFFiEmEHE A
[R A 7]), a subsidiary of China Non-ferrous, was included in the list of enterprises under special supervision
of wastewater treatment plants, and 29 sewage treatment plants under MCC Huatian, China Non-ferrous
and WISDRI were included in the list of enterprises under special supervision of sewage treatment. During
the Reporting Period, each environmental protection facility of all units under the Name List of Enterprises
with Significant Waste Disposal operated normally, and the emission of key pollutants reached the emission
standard without excessive emission, achieving the objective of total emission reduction.

MCC has been adhering to the scientific outlook of development of “serving environmental protection by
technology, promoting development by energy conservation and emission reduction”, firmly establishing
the concept of construction and production of “green construction and clean production”, continuously
promoting structural reform, transformation and upgrading of the Company, regarding the concept
of greenery development as a long-term goal. It formulated the “Administrative Measures for Energy
Conservation and Environmental Protection of MCC”({ R Bl R EIEIRIRE IRHE)E)), the “Implementation
Rules for Energy Conservation and Environmental Protection Organization System and Job Responsibilities
of MCC” (KHFEFIAENRERRABERANEMBEZTEAEA)), the “Implementation Rules for Energy
Conservation and Environmental Protection Inspections of MCC” ({ R B AETEEIRIRB T EMAMEA)),
the “Implementation Rules for Energy Conservation and Environmental Protection Reports of MCC” ({#
HAREEEIRRMEEMAME])), the “Implementation Rules for Responsibility Investigation of Safety and
Environmental Protection Accidents of MCC” ((FREIFIEZZIRREMEFBREHLMA)), the “Integrated
Emergency Response Plan of Environmental Emergencies of MCC” ((FR B /AR ERIBEFL4REEXTE
%)), the “Work Manual of Energy Conservation and Emission Reduction of MCC” (B ) & 8% 6l HE
T{EFH)), and the “Green Construction Demonstration Atlas of MCC” ({(FREIFR a4 T REEE))
and other documents, which covered such contents as overall requirements of energy conservation and
environmental protection management, supervision and inspection, responsibility of reporting, education
and training, assessment, rewards and punishment, as well as integrated emergency response management
of environmental emergencies. Such rules and regulations could satisfy the latest national requirements on
energy conservation and environmental protection management, proactively advocate energy conservation
and emission reduction of the Company, and promote green construction and related work, so as to fully
accomplish the management objectives on energy conservation and environmental protection during the
year. Proactively devoting itself to environmental governance and environmental protection and advocating
the concept of environmental protection for years, MCC strived to enhance the efficiency of energy utilization
and establish a resource-conserving and environment-friendly enterprise.
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Information about pollution discharge

@ 29 enterprises under special supervision of sewage treatment
Name of main
pollutant and
characteristic Emission Total
Discharge vent pollutant Executive standard standard ™ Actual emission emission rate Discharge flow
(mgll) (mgl) ~ (10.000i/dzy)
Chuzhou Huatian Water Corporation - Main vent from Chuzhou CoD Discharge Standard of Pollutants 50 19.85 13.25 Qingliu River
MCC (BMmHRaZXKBARDE  Huatian Water Corporation P for Municipal Wastewater - » (B)
MCC WS-01904 mTO”‘aCa Treatment Plant (GB18918- ) ‘
nifogen 2002) Level | Standard A
Lai'an Huatian Water Corporation ~ Vent from Lai'an Huatian COD Discharge Standard of Pollutants 50 31.23 583 Lai River (1)
MCC (RZEFAZRKEBRL  Water Corporation MCC P for Municipal Wastewater - 051
3 Wastewater mTomaca Treatment Plant (GB18918- ) ‘
nTogen 2002) Level | Standard A
MCC Qinhuangdao Water Co., Ltd.  Vent from Shanhaiguan Water  COD Discharge Standard of Pollutants 50 17.64 343 Chao River (87
(HRREBKBERLA) Treatment Plant (LLI5ES5 P for Municipal Wastewater - -
Aetkn) mT(’”‘aCa Treatment Plant (GB18918- ®) ‘
nifogen 2002) Level | Standard A
Shouguang North Water Corporation  Vent outside Shouguang CoD Discharge Standard of Pollutants 40 23.89 743 Zhangseng River
MCC (BxmHFakEERE  North Water Corporation P for Municipal Wastewater ) 0 (RE)
a] MCC mTon\aca Treatment Plant (GB18918- ‘
nifogen 2002) Level | Standard A note
Tianchang Huatian Water Corporation Vent No. WS-009 CoD Discharge Standard of Pollutants 50 23.02 551 Chuangiao River
MCC (Tianchang Wastewater A for Municipal Wastewater 5 - (IIE5m)
Treatment Plant) (KRTRREX mTomaoa Treatment Plant (GB18918- ) ‘
KBERAT (RETSKRER) nirogen 2002) Level | Standard A
Qinlan Wastewater Treatment Plant  Mixed inflow of sewage CoD Discharge Standard of Pollutants 50 26,37 0.71 Qinlan River (%
of Tianchang Huatian Water emission in Qinlan Town A cal for Municipal Wastewater 58 045 &)
Corporation MCC (RRH/AEX  and Jiangwei County of mTomaoa Treatment Plant (GB18918- ®) ‘
KBERAR (ZHETAEER)  Tianchang Ciy nirogen 2002) Level | Standard A
Yangcun Water Treatment Plant Mixed inflow of sewage CoD Discharge Standard of Pollutants 50 31.31 052 Yangcun River
of Tianchang Huatian Water emission in Yangcun Ammoniacal for Municipal Wastewater 55 189 (I3H)
Corporation MCC (RET# /AZX  Wastewater Treatment r:Tomanca Treatment Plant (GB18918- ) ‘
KEEBARBHESKERE)  Plant of Tianchang Ciy oge 2002) Level | Standard A
Wastewater Treatment Plant of Vent No. WS-04303 CoD Discharge Standard of Pollutants 50 21.88 1.73 New Chuangiao
Tianchang Economic Development ‘ for Municipal Wastewater River (371178
Zone of Tianchang Huatian Water AmTomaca\ Treatment Plant (GB18918- 56 - )
Corporation MCC (RRTHAZEX nifogen 2002) Level | Standard A
REES
Tongcheng Water Treatment Plant  Vent No. WS-04305 CoD Discharge Standard of Pollutants 50 22.17 067 Tonglong River
of Tianchang Huatian Water A acl for Municipal Wastewater 58 021 (5Em)
Corporation MCC (RET#HIAZER mTomaca Treatment Plant (GB18918- ) ‘
KBERLA(RAETKEER) nirogen 2002) Level | Standard A
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Name of main
pollutant and
characteristic Emission Total
No.  Company name Discharge vent pollutant Executive standard standard " Actual emission emission rate Discharge flow
(mg/L) (mgl)  (10,000/dzy)
10 MCC Xinglong Water Co., Ltd. (&  Vent of disinfecting tank WS- COD Discharge Standard of Pollutants 50 17.62 2,31 Liu River (1)
EdikBERAR) 001 P for Municipal Wastewater - »
mTO”‘aca Treatment Plant (GB18918- ) ‘
nifogen 2002) Level | Standard A
11 MCC Dingyuan Water Co., Lid. (E Wastewater discharge vent ~ COD Discharge Standard of Pollutants 50 19.82 312 Magiao River (%
e RkEARAR). WS-50004 - for Municipal Wastewater - - &)
mTomaoa Treatment Plant (GB18918- 8 ‘
nifogen 2002) Level | Standard A
12 Lu'an Water Corporation MCC(A% T Main vent WS00075 C0D Discharge Standard of Pollutants 50 2011 189 SuDaYan (BX
e kBERAR) , for Municipal Wastewater £)
AmT(’”‘aca‘ Treatment Plant (GB18918- 50 e
nitogen 2002) Level | Standard A
13 ChaHe Water Treatment Plantof ~ Vent from Cha He Water CoD Discharge Standard of Pollutants 50 18.22 192 Chu River (%)
Lai’an Huatian Water Corporation  Treatment Plant (57K ‘ for Municipal Wastewater
P Py I, Ammoniacal 8(15) 0.21
MCC (RZEHREXKBARAE  REMSKERD) . Treatment Plant (GB18918-
RAFHEER) nirogen 200) Level | Standard A
14 Ma'anshan Water Corporation MCC ~ Ma'anshan Huatian Water CoD Discharge Standard of Pollutants 50 1.26 1.80 Xiangcheng
(SRR BEERAR) Corporation MCC (&L — for Municipal Wastewater - 0% River (Z4)
RERKEARAT) WS- mTomaoa Treatment Plant (GB18918- ® ‘
090801 nifogen 2002) Level | Standard A
15 Huangshi Water Corporation MCC (& Vent from Huangshi CoD Discharge Standard of Pollutants 50 113 381 Ci-hu Lake (BEH)
RfiakBERAE) Tuanchengshan , for Municipal Wastewater
Wastewater Treatment AmTon\aca\ Treatment Plant (GB18918- 5) U
Pan(EREBLGKREE oo 2002) Level | Standard A
#Ha)
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Name of main
pollutant and
characteristic Emission Total
No.  Company name Discharge vent pollutant Executive standard standard " Actual emission emission rate Discharge flow
(mgl) (mglt) ~ (10,000i/dzy)
16 Shouguang MCC Huatian Water Co., Vent from Shouguang MCC ~ COD Discharge Standard of Pollutants 40 32.36 1276 Xiaoqing River
Lid. B ARRERKKARAR)  Huatian Water Co., Ltd. Amoriaca for Municipal Wastewater ) e (INE)
WS-37078309 mmoniaca Treatment Plant (GB18918- <
LI 2002) Leve! | Standard A note
17 Qinhuangdao Funing District MCC ~ Vent from Funing Wastewater  COD Discharge Standard of Pollutants 50 34.18 436 Discharged into
Water Co., Ltd. Wastewater (B2 Treatment Plani( B2 5k A acal for Municipal Wastewater 58 016 artificial river
ETEEELAKBARAT) ) mmoniaca Treatment Plant (GB18918- (6 :
L 2002) Level | Standard A
18 Fuzhou MCC Changle District Water  Vent from Fuzhou MCC CoD Discharge Standard of Pollutants 50 24.14 6.12 Min River (BL)
Co., Lid. (BMTRERFEKHE  Changle District Water Co., P— for Municipal Wastewater - 0
BAR) Lid. (BMFELE Ay Ammonaca Treatment Plant (GB18918- ) '
ARATMHO) Ws26616  "TOGEN 2002) Level | Standard A
19 MCC Xuancheng Water Co., Ltd. (£ Vent from Xuancheng COoD Discharge Standard of Pollutants 50 1.93 052 Shuiyang River
ek BER A note Wastewater Treatment P for Municipal Wastewater (KBI)
Plant (S5 kerkn)  Ammoniaca Treatment Plant (GB18918- ) 055
LG 2002) Level | Standard A
20 Beijing Zhongshe Water Treatment  Main vent (Phase 1) CoD Discharge Standard of Pollutants 50 21 3.85 Ciwei River
Co., Ltd. (ERPFKERERAA) S for Municipal Wastewater (HIE)
Ammoniacal 58) 05
ntrogen Treatment Plant (Level
——— 1 Standard A of current
Total phosphorus ~ wastewater plant) DB11/890- 05 0.25
2012
Main vent (Phase Il) COD Discharge Standard of Pollutants 20 14 382
Ammoniacal for Municipal Wastewater 10(15) 03
nirogen Treatment Plant (Level 1
————— Standard A of new wastewater
Total phosphorus ~ plant) DB11/890-2012 02 0.1
21 Lanzhou Zhongtou Water Corporation Main vent CoD Discharge Standard of Pollutants 60 25.28 2114 Yellow River
(BN RABERAT) ‘ for Municipal Wastewater
Ammoniaca Treatment Plant (GB18918- g(15) 0.54
_ rogen 2002) Level | Standard B
Total phosphorus 1 017
22 Xiaogan Zhongshe Water Co., Ltd. ~ Main vent CoD Discharge Standard of Pollutants 60 18 135 Gunzi River (2T
(ZRPRKBERAT) ‘ for Municipal Wastewater )
Ammon\aca\ Treatment Plant (GB18918- 815) 0.75
_ OGN p009) Level Siandard B
Total phosphorus 1 02
23 Wenxian Zhongtou Water Co., Ltd.  Main vent of the First CoD Discharge Standard of Pollutants 50 16.52 3.69  Laomang River
(REFRKBERAT) Wastewater Treatment P—— for Municipal Wastewater - - (E£8)
Plant mmomaca Treatment Plant (GB18918- (6 ’
_ OGN p002) Levell Standard A
Total phosphorus 05 0.1
Main vent of the Second COD Discharge Standard of Pollutants 50 21.18 1.98
Wastewater Treatment Ammoniacal for Municipal Wastewater
Plant mmoniaca Treatment Plant (GB18918- 5®) 037
_IWOGEN  o00p) Level | Standard A
Total phosphorus 05 0.12
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Name of main
pollutant and
characteristic Emission Total
No.  Company name Discharge vent pollutant Executive standard standard " Actual emission emission rate Discharge flow
(mg/L) (mgl)  (10,000/dzy)
24 Changzhou Enfi Water Co., Lid. (£ Main vent oD Discharge Standard of Main 60 4317 2.23 Cailing Port (1%
BIEKBERAA) , Water Pollutants for Municipal #)
Ammoniacal 5 049
‘ Wastewater Treatment Plant
nirogen & Key Industries of Taihu
Total phosphorus ~ (DB32/1072-2018) 05 0.1
25 Zhejiang Chunnan Sewage Treatment Main vent CoD Discharge Standard of Main Water 60 0(shut down) Yang Pu Qu (¥
Co., Ltd. (L& KREERA , Pollutants for Pulp and Paper BE)
) Ammomaoa\ Industry of Zhejiang Province !
nirogen DHIBT-200f
Total phosphorus 05
26 Wuhan Urban Environmental Water ~ Vent from Wuhan Baoxie CoD Discharge Standard of Pollutants 50 7.09 1.8896 Yangtze River (%
Co., Lid. (BTRREEKEERD  Wastewater Treaiment , for Municipal Wastewater 1)
) Pt (R ThEE TR ninent Plant (6818918 5) 012
ERa gl _ g o)
Total phosphorus 05 02
21 Main vent of Zuoling COD 50 12.65 53124
Wastewater Treatment )
Plant of Wuhan Urban Ammomaoa\ ) 0%
Environmental Water Co., nitogen
L. (BmERREKBER —
REEFSKEREEKE  Total phosphorus 05 0.15
#n)
28 Zhuxi Urban Environmental Water ~ Vent from ZhuxiDongcheng ~ COD Discharge Standard of Pollutants 50 8.18 0.38  Zhuxi River (112
Co., Lid. (BMRRIZEKKAER  District Wastewater , for Municipal Wastewater )
A7) Treatment Plant (T2 %8 Ammomaoa\ Treatment Plant (GB18918- 56 el
sEEskREET) T )
Total phosphorus 05 0.14
29 Macheng Urban Environmental Water Vent from Macheng Urban~ COD Discharge Standard of Pollutants 50 10.12 0.5159  Jushui River (%
Co., Ltd. (BRRAAAKERE  Environmental Wastewater , for Municipal Wastewater i)
) Treatment Plant (4T Ammomaca\ Treatment Plant (GB18918- 50 U
skEREEA) T anp)
Total phosphorus 05 0.12

Note:

The values outside the brackets of the standard GB18918-2002 represent control objectives
when water temperature is higher than 12 degrees Celsius. The value inside the brackets of the
standard GB18918-2002 is control objectives whose water temperature is equal to or below 12

degrees Celsius.
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@ Enterprises under special supervision of exhaust gas (3 enterprises)
Name of main
pollutant and
characteristic Emission
No.  Company name Discharge vent pollutant  Executive standard standard Actual emission ~ Total emission rate  Discharge flow
(ka/h)

1 Xiangyang Enfi Environmental Xiangyang Enfi CoD Integrated wastewater 500mg/L 53 1mglL 129 Wastewater
Protection Energy Co., Ltd. (% Household Waste discharge standard Treatment Plant
BIRRERERAT) Incineration Power (GBB978-1996) Level Three of Yujiahu

Plant (Wastewater Emission limit
vent) PH Integrated wastewater 6-9 / /
discharge standard
(GBB978-1996) Level Three
Emission limit
Exhaust vent #1 from S0, Standard for pollution control  100mg/Nm’ 22.94mg/Nm?* 224 Atmosphere
Xiangyang Enfi Waste on the municipal solid waste
Incineration Power incineration (GB18485-2014)
Plant NOX Standard for pollution control  300mg/Nm* 115.14mg/Nm? 1146
on the municipal solid waste
incineration (GB18485-2014)
Smokeand  Standard for pollution control  30mg/Nm’ 3.56mg/Nm? 0.31
dust on the municipal solid waste
incineration (GB18485-2014)
Exhaust vent #2from S0, Standard for pollution control ~ 100mg/Nm? 22.43mg/Nm? 1.92
Xiangyang Enfi Waste on the municipal solid waste
Incineration Power incineration (GB18485-2014)
Plant NOX Standard for pollution control  300mg/Nm’ 131.09mg/Nm’ 11.02
on the municipal solid waste
incineration (GB18485-2014)
Smokeand  Standard for pollution control  30mg/Nm’ 4,38 mg/Nm* 037
dust on the municipal solid waste
incineration (GB18485-2014)
Exhaust vent #3 from S0, Standard for pollution control  100mg/Nm? 16.33 mg/Nm?’ 1.16
Xiangyang Enfi Waste on the municipal solid waste
Incineration Power incineration (GB18485-2014)
Plant NOX Standard for pollution control  300mg/Nm’ 149.27mg/Nm’ 10.75
on the municipal solid waste
incineration (GB18485-2014)
Smoke and  Standard for pollution control  30mg/Nm? 0.65 mg/Nm* 0.05
dust on the municipal solid waste

incineration (GB18485-2014)
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Name of main
pollutant and
characteristic Emission
No. ~ Company name Discharge vent pollutant  Executive standard standard Actual emission ~ Total emission rate  Discharge flow
(kgh)
2 Ganzhou Enfi Environmental Exhaustvent#1from SO, Standard for pollution control ~ 100mg/Nm® 18.5 mg/Nm? 131 Atmosphere
Protection Energy Co., Ltd. (#/ll  Ganzhou Enfi Waste on the municipal solid waste
BIRRERERAT) Incineration Power incineration (GB18485-2014)
Plant NOX Standard for pollution control  300mg/Nm’ 170 mg/Nm? 1322

on the municipal solid waste
incineration (GB18485-2014)

Smoke and  Standard for pollution control  30mg/Nm’ 3.4 mg/Nm? 03
dust on the municipal solid waste
incineration (GB18485-2014)
Exhaustvent#2from SO, Standard for pollution control ~ 100mg/Nm? 1.6 mg/Nm® 0.08
Ganzhou Enfi Waste on the municipal solid waste
Incineration Power incineration (GB18485-2014)
Plant NOX Standard for pollution control  300mg/Nm® 183.6 mg/Nm* 1538

on the municipal solid waste
incineration (GB18485-2014)

Smoke and  Standard for pollution control ~ 30mg/Nm’ 4.2 mg/Nm? 034
dust on the municipal solid waste
incineration (GB18485-2014)
3 China City New Energy China City 1# gas S0, Discharge Standard of 100 mg/Nm? 1.2 mg/Nm?* 0.1 Atmosphere
Development Dafeng Co., Litd. (8 exhaust gas NOX Pollutants for Thermal Power 4 mgNm? 485 mgNm’ 55
MRRIERREAEERAR) Plant (GB13223-2011)
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€ Enterprises under special supervision of wastewater treatment plants(1 enterprise)
Name of main
pollutant and
characteristic Emission
No.  Company name Discharge vent pollutant  Executive standard standard Actual emission ~ Total emission rate  Discharge flow
(kgth)

1 China Silicon Corporation Ltd. - The  Main vent of wastewater  pH Integrated Wastewater 6~9 8.40 [ plant of New
First Subsidiary (&BHEREH Discharge Standard District,
BRAF-H127) (GBB978-1996) (Level Three) Luoyang

SS Integrated Wastewater 400mg/L 49.42 mg/L 2.2
Discharge Standard
(GBBI78-1996) (Level Three)
CoD Integrated Wastewater 500mg/L 43.94 mg/L 1.87
Discharge Standard
(GB8978-1996) (Level Three)
Ammoniacal  Integrated Wastewater | 0.15 0.01
nitrogen Discharge Standard
(GB8978-1996) (Level Three)
Cl- Discharge Standard of Chiorides 350mg/L 253.75 mglL 11.36

for Salt and Alkali Industry
DB41/276-2011

F- Integrated Wastewater 20mg/L 0.59 mglL 0.03
Discharge Standard
(GBB8978-1996) (Level Three)
Chimney of Exhaust HCI Integrated Emission Standards ~ 100mg/Nm® 8,09 mg/Nm* | Atmosphere
Washing Tower of Air Pollutants Level Two 0915kgh 0.11 kghh 066
Chimney of Acid Fume ~ HF Integrated Emission Standards ~ 9mg/Nm’ 1.05 mg/Nm?® |
Purification Tower of Air Pollutants Level Two 0.38kgh 0.01 kgh 0.02
NOx Integrated Emission Standards ~ 240mg/Nm® 15.33 mg/Nm? |
of Air Pollutants Level Two 285kgh 0.1 kghh 0.4
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2 Construction and operation of pollution prevention facilities

@

The wastewater treatment facility of China Silicon Corporation Ltd. — The First Subsidiary is
equipped with a three-wastes treatment station, an integrated system for domestic sewage;
the exhaust gas treatment facility is equipped with exhaust washing tower, acid fume
purification tower and dust collecting bag. With respect to solid waste treatment facility,
general solid waste storage yard, sludge yard for wastewater treatment, hydrogenated
residues yard and hazardous waste temporary storage yard are provided.

All incineration power plants kept increasing control over percolate, fly ash, flue gas
purification system, etc., in order to guarantee waste water treatment and smoke and dust
emission compliant with requirements.

During the Reporting Period, all project companies of Beijing ENFI Environmental Protection
Co., Ltd. kept increasing management and control over wastewater treatment facility,
operation, etc., in order to guarantee all effluent meets standards.

Wastewater treatment process used in 19 wastewater treatment plants operated by MCC
Huatian Engineering & Technology Co., Ltd. mainly adopted primary treatment (physical
and chemical treatment process) + secondary treatment (biochemical treatment process)
+ tertiary treatment (advanced treatment process), all of which executed the Discharge
Standard of Pollutants for Municipal Wastewater Treatment Plant ({38855 /K05 29 HEiUS
4)) (Level 1 Standard A) (GB18918-2002) for effluent quality.

Baoxie Wastewater Treatment Plant of Wuhan Urban Environmental Water Co., Ltd. adopted
hydrolytic acidification + modified A/A/O + coagulation and filtration process with enhanced
biological denitrification and phosphorus removal function. Effluent disinfection adopted
disinfection by sodium hypochlorite.

Zuoling Wastewater Treatment Plant of Wuhan Urban Environmental Water Co., Ltd. adopted
modified MSBR + coagulation and filtration process with enhanced biological denitrification
and phosphorus removal function. Effluent disinfection adopted disinfection by sodium
hypochlorite.

The 2# high temperature and high pressure unit was officially put into operation by China
City New Energy Development Dafeng Co., Ltd. on 25 March 2020. The 1# unit and 2#
unit are currently in normal operation and are equipped with “SNCR (urea injection at high
temperature section of furnace, selective non-catalytic reduction denitrification system)”,
“furnace desulfurization system (injection of dry lime powder into high temperature
combustion zone in the furnace)” and “two-level dust removal system comprising of cyclone
dust remover + dust collection bag”, respectively.

In the first half of 2020, pollution prevention and control facilities of the above enterprises were
in normal and stable operation with perfect production operation management, guaranteeing the
meeting of applicable emission standards.

All sewage treatment companies attached high importance to energy conservation and consumption
reduction so that operation of pollution prevention facilities was normal. By continuously
strengthening the management and control of sewage treatment facilities, operation and other
aspects, the standards of stable water discharge quality were guaranteed.
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Environmental impact assessment of construction projects and other permits granted by
environmental protection administrative departments

Except that MCC Xuancheng Water Co., Ltd. failed to meet the acceptance conditions of
environmental protection due to the lack of water in the external pipe network, thus the completion-
based environmental protection check and acceptance of Phase | project of the construction
project of sewage treatment plant in Macheng Economic Development Zone is still in progress,
other key polluter companies have obtained environmental impact assessment approvals and other
environmental protection administrative permits.

Contingency plans for environmental emergencies

The contingency plan for environmental emergencies set out by a subsidiary of China Silicon
Corporation Ltd. was filed with Luoyang Environmental Protection Bureau, Luoyang Urban and Rural
Integration Commission and Bureau of Land and Resources of Luoyang on 9 January 2017, with
reference number of 410311-2017-H-1.

The contingency plan for environmental emergencies set out by Xiangyang Enfi Environmental
Protection Energy Co., Ltd. was filed with Xiangyang Environmental Protection Bureau Xiangcheng
District Branch Office on 15 August 2017, with reference number of 420602-2017-003-M.

The contingency plan for environmental emergencies set out by Ganzhou Enfi Environmental
Protection Energy Co., Ltd. (381 B3ER{RAEIR AR A A]) was filed with Ganxian District Environmental
Protection Bureau in Ganzhou on 7 December 2018, with reference number of 360721-2018-021-M.

The contingency plan for environmental emergencies set out by China City New Energy Development
Dafeng Co., Ltd. (ESTHIRIRFTAEREAZE K LB R A A]) was filed with Yancheng Environmental
Protection Bureau Dafeng District Branch Office on 13 November 2018, with reference number of
320982-2018-057-L.

All 29 sewage treatment companies have worked out contingency plans for environmental
emergencies.

Environmental self-monitoring plans

China Silicon Corporation Ltd., Xiangyang ENFI Environmental Protection Energy Co., Ltd., Ganzhou
Enfi Environmental Protection Energy Co., Ltd., Wuxi Xidong Environmental Protection Energy Co.,
Ltd., China City New Energy Development Dafeng Co., Ltd. and 29 sewage treatment companies
have worked out environmental self-monitoring plans. All sewage treatment plants have installed
online COD and ammoniacal nitrogen monitoring facilities at their intakes and vents, respectively,
ensuring that monitoring data is transmitted and monitored in real time by local environmental
protection authorities via the Internet. At the same time, the local monitoring station regularly selects
and tests samples from sewage treatment plants to ensure understanding and handling the sewage
treatment situation of the plants.

Other information about environmental protection that should be made public
All companies with Significant Waste Disposal have timely submitted environment monitoring data to

the Environmental Statistics Reporting System for Enterprises under Special Supervision ({ B E24
S ERIRBHRTERES)) or published on relevant online platforms.
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(1 Information on environmental protection of companies not under the Name List of Enterprises with
Significant Waste Disposal

|:| Applicable Not applicable

(nry Explanation on undisclosed information on environmental protection of companies not under the
Name List of Enterprises with Significant Waste Disposal

|:| Applicable Not applicable

(v) Disclosed information on subsequent progress or changes of environmental protection in the
Reporting Period

|:| Applicable Not applicable
XVI. CORPORATE GOVERNANCE AND GOVERNANCE OF THE COMPANY

During the Reporting Period, the Company continued to comply strictly with the laws and regulations including
the Company Law and the Securities Law of China, and relevant laws and regulations of the place where the
domestic and oversea shares are listed, and requirements of corporate governance in relation to the regulatory
rules, constantly optimized the corporate governance systems. The Shareholders’ Meeting, the Board and its
Special Committees, as well as the Supervisory Committee of the Company operated and disclosed information in
compliance with the laws and regulations in an efficient manner, actively expanded communication channels with
investors and steadily improved the corporate governance level of the Company.

The Board of the Company has reviewed the corporate governance report of the Company. The Board is of the view
that during the Reporting Period, the Company has complied with the requirements of the Corporate Governance
Code, except for the code provisions E.1.2 of the Corporate Governance Code. Pursuant to the code provision E.1.2
of the Corporate Governance Code, the chairman of the Board shall attend the annual general meeting. Mr. Guo
Wenqing, the Chairman of the Company, was not able to attend the 2019 annual general meeting due to business
engagement. Pursuant to relevant requirements, Mr. Zhang Zhaoxiang, an executive Director and the Vice Chairman
of the Company, presided over the meeting.

During the Reporting Period, pursuant to the provisions of the Articles of Association, the Company held the 12th
meeting of third session of the Board on 20 January 2020, agreed to submit the matter of nomination of Mr. Ng,
Kar Ling Johnny as candidate for independent non-executive Director of the third session of the Board by China
Metallurgical Group Corporation, the Controlling Shareholder of the Company, to the general meeting of the
Company for consideration. On 29 April 2020, Mr. Chan Ka Keung, Peter resigned as an independent non-executive
director of the Company due to change of work. On the same date, the Company held the 2020 first extraordinary
general meeting, and approved the appointment of Mr. Ng, Kar Ling Johnny as an independent non-executive
director of the third session of the Board of the Company, with the same term of office as the third session of the
Board. On 29 April 2020, the Company held the 16th meeting of the third session of the Board, and agreed Mr. Ng,
Kar Ling Johnny shall serve as a member and chairman of the Finance and Audit Committee of the third session of
the Board of MCC, and made adjustments to the Finance and Audit Committee of the Board. The former members
of the Finance and Audit Committee were Chan Ka Keung, Peter, Zhou Jichang and Yu Hailong. Chan Ka Keung,
Peter served as the chairman; the adjusted members of the Finance and Audit Committee are Ng, Kar Ling Johnny,
Zhou Jichang and Yu Hailong, with Ng, Kar Ling Johnny serving as the chairman.
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Besides, the Company actively responded to the regulatory requirements to improve the corporate governance of
the Company. According to the Official Reply of the State Council regarding Adjusting the Application of Provisions
to Matters Including the Notice Period for Convention of Shareholders’ Meetings by Overseas Listed Companies (No.
97 [2019] of the State Council) (BARFAREBAERI LR A BRRRASBAMRSZFERTHOHIE) (BH(2019)
97%%)) released by the State Council in October 2019, the relevant provisions of the Company Law of the PRC (/#
H (A RE)) shall be uniformly applied to joint stock limited companies registered in China and listed overseas in
terms of notice period, shareholders' right to propose and the procedures for convening the general meeting. Based
on the relevant regulations of the regulatory authorities and the actual situation of the Company, and referring to the
common practice of similar listed companies, the Company made amendments to the relevant provisions in Articles
of Association and the Rules of Procedures for General Meeting({ IR X &ZE#8])) based on the principles
of prudence, appropriateness and necessity, which were considered and approved by the 2019 annual general
meeting.

During the Reporting Period, the convening of each meeting of general meetings, Board meetings and meetings
of Supervisory Committee is in compliance with the relevant requirements of the Company Law of the PRC and the
Articles of Association. During the Reporting Period, the Company convened 2 general meetings, 7 Board meetings,
10 meetings of Special Committees, and 2 meetings of Supervisory Committee in total.

The Company has adopted the Model Code as the code governing the dealings in the Company’s securities by
Directors and Supervisors. Having made specific enquiries with all the Directors and Supervisors, the Company is
of the view that all Directors and Supervisors fully complied with the Model Code and requirements set out thereof
during the six months ended 30 June 2020.

XVILREVIEW OF INTERIM RESULTS BY THE FINANCE AND AUDIT
COMMITTEE

The Finance and Audit Committee has reviewed the unaudited interim results of the Company for the six months
ended 30 June 2020. The committee was of the opinion that the unaudited interim results for the six months ended
30 June 2020 had been in compliance with the applicable accounting principles as well as laws and regulations,
and had made proper disclosures.

XVIil. EXPLANATION ON OTHER SIGNIFICANT EVENTS

m Explanation, reasons and impacts of the changes in accounting policy, accounting estimation and
auditing method when compared with the previous accounting period

|:| Applicable Not applicable

(W)} Explanation, correction amounts, reasons and impacts of retroactive restatement made for the
corrections to the substantial accounting errors during the Reporting Period

|:| Applicable Not applicable

(nry Others

|:| Applicable Not applicable
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.  CHANGES IN SHARE CAPITAL

) Statement of changes in shares
s Statement of changes in shares

During the Reporting Period, there were no changes in the total number of shares and share capital
structure of the Company.

2. Explanation on the changes in shares
|:| Applicable Not applicable
3. Impacts on financial indicators including earnings per share, net assets per share, etc. from

changes in shares during the period from the end of the Reporting Period to the issuance of
interim report (if any)

|:| Applicable Not applicable

4. Other information the disclosure of which is deemed necessary by the Company or is required
by securities regulatory authorities

|:| Applicable Not applicable

(1 Changes in shares subject to selling restrictions

|:| Applicable Not applicable
II. PARTICULARS OF SHAREHOLDERS

(U} Total number of Shareholders:
Total number of ordinary Shareholders as at the end of the Reporting Period (Person) 400,048
Total number of Shareholders of preferred shares whose voting rights have been
restored as at the end of the Reporting Period (Person) 0
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()

Table of shareholding of the top 10 Shareholders and top 10 Shareholders with tradable shares (or
Shareholders not subject to selling restrictions) as at the end of the Reporting Period

Shareholding of the top 10 Shareholders

Unit: share
Number of
Shares
Number of Shares subject Pledged or frozen

Name of Shareholder Change during the held at the end of toselling  Status of Nature of

(full name) Reporting Period the period  Percentage restrictions  Shares Amount  Shareholder
(%)

China Metallurgical Group -1,227,760,000 10,190,955,300 49.18 0 Nil 0  State-owned
Corporation(FEA SR L& legal person
BERAR)

HKSCC Nominees Limited (£ -73,050 2,841,026,051 13.71 0 Nil 0  Others
mREE(RBA)ERRA)

China National Petroleum 1,227,760,000 1,227,760,000 5.92 0 Nil 0  State-owned
Corporation (FEAHEAR legal person
£BERAA)

China Securities Finance 0 620,195,642 2.99 0 Nil 0  State-owned
Corporation Limited (FE &% legal person
SRRHEBAT)

Hong Kong Securities Clearing -28,537,763 191,747,098 0.93 0 Nil 0 Others
Company Limited (& & &

BBRAR)

China Merchants Bank Co., 6,003,378 119,405,878 0.58 0 Nil 0 Others
Ltd.- Bosera CSI State-owned
Enterprises Innovation-
driven Index ETF Security
Investment Fund (BEHTHR
PERAR -BHFERLE
MR HERANAEAES
REESR)

Central Huijin Asset 0 90,087,800 0.43 0 Nil 0  State-owned
Management Ltd. (R ES & legal person
EEBRAREMALA)

Zhang Jingchun (R&%) 890,000 80,461,988 0.39 0 Ni 0  Domestic
natural
person

Bank of China Limited—Harvest -35,290,400 78,112,100 0.38 0 Ni 0  Others
CSI State-owned Enterprises
Innovation-driven Index ETF
Security Investment Fund (F
ERTRHDERAR-EET
BROAFED RHERMA
REEFRERS)

Bosera Funds - Agricultural Bank 0 63,516,600 0.31 0 Nil 0 Others
- Bosera China Securities and
Financial Assets Management
Program (BEES - RER
T-BERECREEE R
£

E-Fund - Agricultural Bank - 0 63,516,600 0.31 0 Nil 0 Others

EFund China Securities and
Financial Assets Management
Programme (B EEE -2
ERT-FHEVELREE
Eira)
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Number of
Change Shares
during the Number of Shares subject
Name of Shareholder Reporting  held at the end of to selling  Pledged or frozen status  Nature of
(full name) Period the period  Percentage  restrictions  Shares Amount  Shareholder

(%)

Da Cheng Fund - Agricultural Bank - Da 0 63,516,600 0.31 0 Nil 0  Others
Cheng China Securities and Financial
Assets Management Programme
(ARES-REROT-ARTELHEE
BB )

Harvest Fund - Agricultural Bank - Harvest 0 63,516,600 0.31 0 Nil 0 Others
China Securities and Financial Assets
Management Programme (&%~ %

ERT-RETESHEEEENE)

GF Fund - Agricultural Bank - GF China 0 63,516,600 0.31 0 Nil 0  Others
Securities and Financial Assets
Management Programme (E%&& -2
ERT-BRTECREELTEHNE)

Zhong Ou Fund - Agricultural Bank - 0 63,516,600 0.31 0 Nil 0  Others
Zhong Ou China Securities and Financial
Assets Management Programme (1 EX %
E-RERT-TRTELREEERH

1)

China AMC Fund - Agricultural Bank 0 63,516,600 0.31 0 Nil 0  Others
- China AMC China Securities
and Financial Assets Management
Programme (£E£%-REH/T-£8
MECREEERHE)

Yinhua Fund - Agricultural Bank - Yinhua 0 63,516,600 0.31 0 Nil 0 Others
China Securities and Financial Assets
Management Programme (f££2 - &

FRT-REPECRHEEERHE)

China Southern Fund - Agricultural Bank 0 63,516,600 0.31 0 Nil 0 Others
- China Southern China Securities
and Financial Assets Management
Programme (BA & -RERT-BH
hESRHAEERHE)

ICBC Credit Suisse Fund - Agricultural 0 63,516,600 0.31 0 Nil 0  Others
Bank - ICBC Credit Suisse China
Securities and Financial Assets
Management Programme (L #Ji{E%
E-RERT-IRMETRCRHEES
EitE)
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Shareholding of top 10 Shareholders not subject to selling restrictions

Name of Shareholder

Number of
tradable Shares
held not subject

to selling
restrictions

Changes in Ordinary Shares and Particulars of Shareholders

Types and number of Shares

Types of
shares

Number of
shares

China Metallurgical Group Corporation
(FRESHTEEAR A )

HKSCC Nominees Limited
(BBEPREZ(REA)BERRF)?

China National Petroleum Corporation (F B8R4
REBFRAA)

China Securities Finance Corporation Limited (™ 5 &
HeRRNHERATF)

Hong Kong Securities Clearing Company Limited(&
BRRLEEFRAT)

China Merchants Bank Co., Ltd. — Bosera CSI State-
owned Enterprises Innovation-driven Index ETF
Security Investment Fund(FBERITIRMHBR AR — 1§
BHREACAFED I FIEAMAEEEFRELES)

Central Huijin Asset Management Ltd. (T RELEEE
BEREERAR)

Zhang Jingchun(& £ %)

Bank of China Limited —Harvest CSI State-owned
Enterprises Innovation-driven Index ETF Security
Investment Fund (FEISRITRNDER R A —ZEFH
REPEIFEY XHUFAMAEBEFRERES)

Bosera Funds - Agricultural Bank - Bosera China
Securities and Financial Assets Management
Program(BRES - BEFIT-HERIECREEE
BErE)

E-Fund - Agricultural Bank — E-Fund China Securities
and Financial Assets Management Program(5 77 i
He-RERT-FHETELREEERHE)

Da Cheng Fund - Agricultural Bank - Da Cheng
China Securities and Financial Assets Management
Programme (KRKES - BERIT-AKTELBREE
EIRETE)

Harvest Fund - Agricultural Bank — Harvest China
Securities and Financial Assets Management
Programme (REES - BERIT-ZETELREE
EREE)

GF Fund - Agricultural Bank — GF China Securities
and Financial Assets Management Programme (&
BES-RERT-ERTECREEETEME)

Zhong Ou Fund - Agricultural Bank — Zhong Ou
China Securities and Financial Assets Management
Programme (FBES — BERIT-—PRFBELREE
EREHE)

China AMC Fund - Agricultural Bank — China AMC
China Securities and Financial Assets Management
Programme (EEES - RERIT-EEFHECHEE
EIEETE)

10,190,955,300

2,841,026,051

1,227,760,000

620,195,642

191,747,098

119,405,878

90,087,800

80,461,988

78,112,100

63,516,600

63,516,600

63,516,600

63,516,600

63,516,600

63,516,600

63,516,600

RMB-denominated
ordinary shares
Overseas-listed
foreign shares
RMB-denominated
ordinary shares
RMB-denominated
ordinary shares
RMB-denominated
ordinary shares
RMB-denominated
ordinary shares

RMB-denominated
ordinary shares
RMB-denominated
ordinary shares
RMB-denominated
ordinary shares

RMB-denominated
ordinary shares

RMB-denominated
ordinary shares

RMB-denominated
ordinary shares

RMB-denominated
ordinary shares

RMB-denominated
ordinary shares
RMB-denominated

ordinary shares

RMB-denominated
ordinary shares

10,190,955,300

2,841,026,051

1,227,760,000

620,195,642

191,747,098

119,405,878

90,087,800

80,461,988

78,112,100

63,516,600

63,516,600

63,516,600

63,516,600

63,516,600

63,516,600

63,516,600
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Number of
tradable Shares Types and number of Shares
held not subject
to selling  Types of Number of
Name of Shareholder restrictions  shares shares
Yinhua Fund - Agricultural Bank - Yinhua China 63,516,600 RMB-denominated 63,516,600
Securities and Financial Assets Management ordinary shares
Programme (REE G - RERIT-REFBLREE
EIR5TE)
China Southern Fund - Agricultural Bank — China 63,516,600 RMB-denominated 63,516,600
Southern China Securities and Financial Assets ordinary shares
Management Programme (B h E¢ — B ER1T—
FTHESREEERHE)
ICBC Credit Suisse Fund — Agricultural Bank - ICBC 63,516,600 RMB-denominated 63,516,600
Credit Suisse China Securities and Financial Assets ordinary shares

Management Programme (Lifin{E54 — 2 2R
T-IHRETEEREETIEHNE)

Explanations on the connections or parties actingin ~ The Company is not aware of the existence of any connections
concert among the aforesaid Shareholders or parties acting in concert among the aforesaid Shareholders
Explanations on the shareholders of preferred shares Not applicable
whose voting rights have been restored and the
number of Shares held

Note (1): Figures in the table were extracted from the Company’s register of Shareholders as at 30 June 2020.

Note (2): The H Shares held by HKSCC Nominees Limited are those held on behalf of their multiple equity owners.

Note (3): In May 2020 with the approval of the SASAC, CMGC transferred its 1,227,760,000 A shares of the Company
to China National Petroleum Corporation by gratuitous transfer. For details, please refer to the relevant

announcements disclosed by the Company on 13 March, 15 April and 27 May 2020.

Number of Shares held by top 10 shareholders subject to selling restrictions and information on the selling
restrictions

D Applicable Not applicable

(1) Strategic investors or general legal persons became one of the top 10 Shareholders as a result of the
placing of the new Shares

D Applicable Not applicable

. CHANGES IN CONTROLLING SHAREHOLDER OR DE FACTO
CONTROLLERS

|:| Applicable Not applicable

IV. PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

Save as disclosed in “Corporate Bonds” of this report, neither the Company nor its subsidiaries purchased, sold or
redeemed any of the listed securities of the Company during the Reporting Period.
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(U]

PARTICULARS OF CHANGES IN SHAREHOLDING

Particulars of changes in shareholding of current and resigned Directors, Supervisors and senior
management during the Reporting Period

Unit: share
Number of Changes
Shares held Number of in Shares
at the Shares held during the Reason
beginning of at the end of Reporting for the
Name Position the period the period Period changes
Current
Guo Wenging Chairman and Executive 130,000 130,000 0 -
Director
Zhang Zhaoxiang Vice Chairman and 80,000 80,000 0 =
Executive Director
Zhou Jichang Independent Non— 0 0 0 S
executive Director
Yu Hailong Independent Non— 0 0 0 -
executive Director
Ren Xudong Independent Non— 0 0 0 =
executive Director
Ng, Kar Ling Independent Non— 0 0 0 S
Johnny!" executive Director
Lin Jinzhen Employee 60,000 60,000 0 -
Representative
Director
Cao Xiuyun Chairman of the 0 0 0 -
Supervisory
Committee
Zhang Yandi Supervisor 0 0 0 -
Chu Zhiqi Employee 0 0 0 -
Representative
Supervisor
Zhang Mengxing President 60,032 60,032 0 S
Wang Shilei Vice President 0 0 0 -
Zou Hongying Vice President and 40,000 40,000 0 -
Chief Accountant
Qu Yang Vice President 70,000® 70,000® 0 -
Zeng Jianzhong Vice President 0 0 0 S
Zhang Ye Vice President 0 0 0 S
Liu Fuming Vice President 0 0 0 -
Zeng Gang Secretary to the Board 0 0 0 -
Resigned
Chan Ka Keung, Independent Non— 0 o® 0 -

Peter

executive Director

Notes (1): On 29 April 2020, Mr. Ng, Kar Ling Johnny was elected as an Independent Non—executive Director of the
third session of the Board on the 2020 first extraordinary general meeting of the Company.
2): The Shares of the Company held by Mr. Qu Yang are H Shares.
(3): The data is the number of shares held at the time of resignation.
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(D) Share incentives granted to Directors, Supervisors and senior management during the Reporting
Period

|:| Applicable Not applicable

II. CHANGES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
OF THE COMPANY

Name Position Change

Ng, Kar Ling Johnny Independent Non- Elected
executive Director

Chan Ka Keung, Peter Independent Non— Resigned

executive Director

Description of changes of Directors, Supervisors and senior management of the Company

On 29 April 2020, the Board, of the Company received a resignation report from the independent non-executive
director Mr. Chan Ka Keung Peter, who ceased to serve as independent non-executive director of the Company
due to job changes. On the same day, the Company convened the 2020 first extraordinary general meeting and
approved the appointment of Mr. Ng, Kar Ling Johnny as the independent non-executive director of the third
session of the Board of Directors of the Company.

On 24 July 2020, Mr. Cao Xiuyun resigned from the positions of Supervisor and Chairman of the Supervisory
Committee of the Company due to job change. As the number of Supervisors will fall below the quorum of the
Supervisory Committee due to the resignation of Mr. Cao Xiuyun, Mr. Cao Xiuyun will continue to perform his duty
as a Supervisor until the assumption of office of the replacement supervisor pursuant to the Articles of Association
and the requirements of the relevant laws and regulations. China Metallurgical Group Corporation, the Controlling
Shareholder of the Company, nominated Mr. Yin Sisong as candidate for Supervisor of the Company, and the Board
of the Company agreed to submit the matter to the general meeting for consideration.

Save as disclosed above, as of the Reporting Period, the Company was not aware of any changes on the

information of Directors or Supervisors required to be disclosed pursuant to Rule 13.51B(1) of the Hong Kong
Listing Rules.

lll. EMPLOYEES AND REMUNERATION POLICY

Number of existing staff of parent company 191
Number of existing staff of principal subsidiaries 96,693
Total number of existing staff 96,884
Number of resigned or retired staff to whom the parent company and

principal subsidiaries are liable 130,590

Composition of Professionals

Categories of Professional Composition Number of Professionals
Engineering contracting 92,705
Property development 1,159
Equipment manufacture 1,482
Resources development 982
Others 556
Total 96,884
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IV.

Level of Education
Categories of Educational Level Number
(in persons)

Above postgraduate 11,796
Undergraduate 47,199
College degree 15,874
Below college degree 22,015
Total 96,884

The Company implements a remuneration system on the basis of market-orientation and performance appraisal.
In accordance with applicable regulations, the Company established the basic pension contribution plan, basic
medical insurance, unemployment insurance, maternity insurance, workers’ injury compensation insurance and
housing fund for employees. In accordance with applicable laws and regulations, the amount of contribution to the
aforesaid social securities and housing fund are strictly based on state, provincial and municipal requirements.
As approved by higher authorities, the Company also set up its enterprise annuity for employees according to
applicable regulations.

DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S INTERESTS
IN SECURITIES

(U} Directors’, Supervisors’ and chief executive’s interests and short positions in the Shares, underlying
Shares and debentures of the Company and its associated corporations

As at 30 June 2020, as far as the Company is aware, interests or short positions of the Directors, Supervisors
and the chief executive of the Company or their associates in the Shares, underlying Shares or debentures
of the Company or any of its associated corporations (within the meaning of Part XV of the SFO) which were
required, pursuant to section 352 of the SFO, to be entered in the register referred to therein, or otherwise
notified to the Company and the Hong Kong Stock Exchange by the Directors and Supervisors pursuant to
the Model Code or the rights granted for the purchase of shares or debentures of the Company or any of its
associated corporations are as follows:

Unit: share
Percentage of Percentage
the relevant of the total
class of number of
Class of  Long/short Number of Shares in Shares in
Name Position Shares  position  Capacity Shares issue issue
(%) (%)
Directors
Guo Wenging Chairman and Executive AShares  Long Beneficial owner 130,000 0 0
Director position
Zhang Zhaoxiang  Vice Chairman and Executive A Shares  Long Beneficial owner 80,000 0 0
Director position
Lin Jinzhen Employee Representative AShares  Long Beneficial owner 60,000 0 0
Director (Non-executive position
Director)
Chief executive (President)
Zhang Mengxing  President AShares  Long Beneficial owner 60,032 0 0
position
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Save as disclosed above, as at 30 June 2020, as far as the Company is aware, none of the Directors,
Supervisors or the chief executive of the Company or their associates had any interests or short positions in
the Shares, underlying Shares or debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which were required, pursuant to section 352 of the SFO, to be entered
in the register referred to therein, or otherwise required to be notified to the Company and the Hong Kong
Stock Exchange by the Directors and Supervisors pursuant to the Model Code.

(1 Other senior management’s interests and short positions in the Shares, underlying Shares and
debentures of the Company and its associated corporations

As at 30 June 2020, as far as the Company is aware, interests of other senior management of the Company
in the Shares of the Company are as follows:

Unit: share

Percentage
of the Percentage
relevant  of the total
class of  number of

Class of  Long/short Number of Shares in Shares in

Name Position Shares position Capacity Shares issue issue

(%) (%)

Zou Hongying  Vice President and A Shares  Long Beneficial 40,000 0 0
Chief Accountant position owner

Qu Yang Vice President H Shares Long Beneficial 70,000 0 0

position  owner

(nry Interests and short positions of substantial Shareholders and other persons in the Shares and
underlying Shares of the Company

As at 30 June 2020, the Company was informed that the following persons had interests or short positions
in the Shares or underlying Shares of the Company as recorded in the register required to be kept under

Section 336 of the SFO:

Holders of A Shares

Unit: share
Approximate Approximate
percentage of the  percentage of the
Name of Number of  Nature of total issued total issued
substantial Shareholder Capacity A Shares interest A Shares Shares
(%) (%)
China Minmetals Corporation Interest of 10,190,955,300  Long position 57.08 49.18
a controlled
corporation
China Metallurgical Group Beneficial owner  10,190,955,300  Long position 57.08 49.18
Corporation
China National Petroleum Beneficial owner 1,227,760,000  Long position 6.88 5.92
Corporation

Save as disclosed above, as far as the Directors, Supervisors and chief executives of the Company are
aware, as at 30 June 2020, in accordance with the register required to be kept under Section 336 of the
SFO, no other person or corporation has an interest or short position in the Company’s share capital that
would require disclosure to the Company under Divisions 2 and 3 of Part XV of the SFO.
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. BASIC INFORMATION ON CORPORATE BONDS

Detailed information of all corporate bonds, which were publicly issued by the Company, all listed on a stock
exchange and had not yet expired as at the date of publication of this report, are set out as follows:

Unit: RMB100 million

Name of Outstanding Interest Method to pay principal Stock
bonds Short name  Stock code  Issue date Expiry date bonds rate and interests exchange
(%)

2017 17MCC 01 143361 24 October 2017 25 October 2022 (If it is a 5.7 499 This tranche of bonds shall Shanghai
Corporate to 25 October non-trading day, payment bear interest on a yearly  Stock
Bonds 2017 shall be made on the basis at single rate rather ~ Exchange
(First first following trading than compound rate and
Tranche) day, during which no interest shall be paid each
under the additional interest shall year. Upon expiry at the end
Public be charged on such of such period, the principal
Issuance postponed period) shall be repaid on one-off

basis and the interest for the
last tranche shall also be
paid at the same time

2018 18MCC 01 143634 7May 2018108 8 May 2021 (If it is a non- 8.7 4.78 This tranche of bonds shall Shanghai
Corporate May 2018 trading day, payment bear interest on a yearly  Stock
Bonds shall be made on the basis at single rate rather ~ Exchange
(First first following trading than compound rate and
Tranche) day, during which no interest shall be paid each
under the additional interest shall year. Upon expiry at the end
Public be charged on such of such period, the principal
Issuance postponed period) shall be repaid on one-off

18MCC02 143635 8 May 2023 (If it is a non- 22 e SRR

trading day, payment
shall be made on the
first following trading
day, during which no
additional interest shall
be charged on such
postponed period)

last tranche shall also be
paid at the same time

Payment of interest principal amount of corporate bonds

As of the date of publication of this report, the interest on 2018 Corporate Bonds (First Tranche) under the Public
Issuance was paid on 8 May 2020.

As of the date of publication of this report, the interest on 2017 Corporate Bonds (First Tranche) under the Public
Issuance was paid on 25 October 2019, and there was no payment of interest principal amount for the year. The
date of interest payment for the year is 25 October 2020 (where it is a non-trading day, payment shall be made on
the first following trading day, during which no additional interest shall be charged on such postponed period).
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Other explanation on corporate bonds

2017 Corporate Bonds (First Tranche) under the Public Issuance and 2018 Corporate Bonds (First Tranche) under
the Public Issuance are all targeted at qualified investors through public issuance.

. AUTHORIZED CONTACT PERSONS AND CONTACT DETAILS OF
CORPORATE BONDS AND CONTACT DETAILS OF CREDIT RANKING

INSTITUTIONS

Bond trustee Name China Merchants Securities Co., Ltd.
Office address 17th Floor, 3rd Building, China Merchant Bank Mansion,

No. 1 Yuetan South Street, Xicheng District, Beijing

Contact persons Zhang Hao, Yang Dong
Contact No. 010-60840890

Credit ranking institution Name China Chengxin International Credit Rating Co., Ltd.
Office address Galaxy SOHO6, No.2 Nanzhugan Hutong,

Chaoyangmennei Avenue, Dongcheng District, Beijing

lll. USE OF PROCEEDS OF CORPORATE BONDS

As of the date of publication of this report, 2017 Corporate Bonds (First Tranche) under the Public Issuance and
2018 Corporate Bonds (First Tranche) under the Public Issuance have been utilized. The use of the entire proceeds
of the corporate bonds of the Company is in line with the intended usage, plan of usage and other purposes as
stipulated in the prospectus.

The deposit and use of the proceeds from corporate bonds have been implemented pursuant to the “Special
Account for Proceeds and Special Repayment Account Agreement” entered into between the regulatory bank and
the bond trustee. The use of proceeds is in line with the relevant undertakings provided in the bond prospectus, the
account for proceeds is operating under governance, and the withdrawal and use of proceeds from each tranche
have complied with the approval formalities of the Company.

IV. RANKING OF CORPORATE BONDS

According to the credit ranking report (Xin Ping Wei Han Zi [2017] No. G457-1) issued by China Chengxin
Securities Rating Co., Ltd. on 9 October 2017, “2017 Corporate Bonds (First Tranche) under the Public Issuance
by Metallurgical Corporation of China Ltd.” of the Company was ranked AAA with stable outlook. The ranking of
indebtedness for the period is AAA.

According to the credit ranking report (Xin Ping Wei Han Zi [2018] No. G195-F2) issued by China Chengxin
Securities Rating Co., Ltd. on 23 April 2018, “2018 Corporate Bonds (First Tranche) under the Public Issuance
by Metallurgical Corporation of China Ltd.” of the Company was ranked AAA with stable outlook. The ranking of
indebtedness for the period is AAA.

The debt financing instruments issued by the Company in the interbank bond market were all ranked AAA with no
difference existing.

China Chengxin International Credit Rating Co., Ltd. disclosed a follow-up and ranking report for the above
corporate bonds on the website of Shanghai Stock Exchange on 7 May 2020 to inform investors in this regard.

According to the credit ranking report (Xin Ping Wei Han Zi [2020] Gen Zong No.0180) issued by China Chengxin
International Credit Rating Co., Ltd. on 30 April 2020, “2017 Corporate Bonds (First Tranche) under the Public
Issuance by Metallurgical Corporation of China Ltd.” and “2018 Corporate Bonds (First Tranche) under the Public
Issuance by Metallurgical Corporation of China Ltd.” of the Company remained the ranking of AAA with stable
outlook. The credit ranking of indebtedness for the period remained as AAA.
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Corporate Bonds

CREDIT ENHANCEMENT MECHANISM FOR CORPORATE BONDS, DEBT
REPAYMENT PLANS AND OTHER RELEVANT MATTERS DURING THE
REPORTING PERIOD

As of the date of publication of this report, the Company did not establish any credit enhancement mechanism for
corporate bonds, and the debt repayment plans and other debt repayment protective measures for corporate bonds
of the Company were in line with the provisions and relevant undertakings provided in the prospectus and there was
no change in the abovementioned. During the Reporting Period, the Company strictly implemented debt repayment
plans and debt repayment protective measures in accordance with the undertakings provided in the prospectus.

CONVENTION OF CORPORATE BONDHOLDERS’ MEETINGS

Since the issuance date of corporate bonds and up to the date of publication of this report, there were no matters
that fall within the scope of authority of the bondholders’ meetings of the Company. As such, no bondholders’
meetings were convened by the bond trustee.

PERFORMANCE OF DUTIES OF THE TRUSTEE OF CORPORATE BONDS

China Merchants Securities Co., Ltd. is the bond trustee of corporate bonds “17 MCC Y1”, “17 MCC Y3”, “17 MCC
Y5”, “17 MCC Y77, “17 MCC 017, “18 MCC 01” and “18 MCC 02”. As stipulated under the “Bond Trustee Agreement”
entered into between the Company and China Merchants Securities Co., Ltd. upon the declaration of each of such
corporate bonds, such company performed its relevant duties as a bond trustee.

The bond trustee of corporate bonds “17 MCC Y1”, “17 MCC Y3”, “17 MCC Y5”, “17 MCC Y7”, “17 MCC 01", “18
MCC 01" and “18 MCC 02" issued 2019 trustee reports in relation to respective corporate bonds on the website of
Shanghai Stock Exchange on 30 June 2020 to remind investors for concern.

ACCOUNTING INFORMATION AND FINANCIAL INDICATORS AS OF THE
END OF THE REPORTING PERIOD AND THE END OF THE PREVIOUS
YEAR (OR THE REPORTING PERIOD AND THE CORRESPONDING
PERIOD OF THE PREVIOUS YEAR)

Increase/decrease
for the end of the
Reporting Period

As at As at as compared to
the end of the the end of the end of the
Major Indicators Reporting Period the previous year previous year
Current Ratio 1.12 1.14 -0.02
Quick Ratio 0.68 0.70 -0.02
Asset-liability Ratio (%) "© 75.70 74.50 Increased by 1.20
percentage points
Loan Repayment Ratio (%) 100 100
Increase/decrease
for the Reporting
Period as
compared to the
Corresponding corresponding
Reporting Period period of the period of the
(January - June) previous year previous year
EBITDA/Interest Protection Multiples 3.89 2.77 +1.12
Interest Payment Ratio (%) 100 100

Note:  Asset-liability Ratio=Total liabilities/total assets*100%
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IX. OVERDUE DEBT
D Applicable Not applicable

X. PAYMENT OF INTEREST PRINCIPAL AMOUNT OF OTHER BONDS AND
DEBT FINANCING INSTRUMENTS OF THE COMPANY

During the Reporting Period, in addition to corporate bonds, the Company was also in possession of ultra-short term
financing bonds of RMB10 billion, and all of the debt financing instruments were paid on schedule and did not have
any delay or failure in the payment of interest and principal.

Xl. CREDIT FACILITIES OBTAINED FROM BANKS BY THE COMPANY
DURING THE REPORTING PERIOD

The Company maintained good long-term cooperation with financial institutions such as banks, and obtained high
credit facilities and enhanced access to financial resources. As at the end of the Reporting Period, the Company
obtained a total of RMB634.2 billion of credit facilities from each financial institution, and a total of RMB211.3 billion
was used and RMB422.9 billion not yet used.

During the Reporting Period, the Company repaid the bank loans on schedule and did not have any extension or
exemption.

XIl. IMPLEMENTATION OF RELEVANT PROVISIONS OR UNDERTAKINGS
MADE BY THE COMPANY IN THE CORPORATE BOND PROSPECTUS
DURING THE REPORTING PERIOD

During the Reporting Period, the Company has strictly performed relevant undertakings and provisions under the
Corporate Bond Prospectus of each tranche of bonds.

XIll. SIGNIFICANT EVENTS OF THE COMPANY AND THEIR IMPACTS ON THE
OPERATING CONDITION AND SOLVENCY OF THE COMPANY

During the Reporting Period, the Company did not have any significant events as indicated under Article 45 of the
Administrative Measures for Issuing and Trading Corporate Bonds.
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REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS
DAXIN YUE ZI [2020] No. 1-00017
TO THE SHAREHOLDERS OF METALLURGICAL CORPORATION OF CHINA LTD.:

We have reviewed the accompanying interim financial statements of Metallurgical Corporation of China Ltd.
(the “Company”), which comprised the consolidated and Company’s balance sheets as at 30 June 2020, the
consolidated and Company’s income statements, the consolidated and Company’s statements of changes in
shareholders’ equity and the consolidated and Company’s cash flow statements for the six months then ended,
and notes to the financial statements (hereinafter collectively referred to as the “Interim Financial Statements”).
The preparation of the Interim Financial Statements is the responsibility of the Company’s management. Our
responsibility is to deliver a report on review of these Interim Financial Statements based on our review.

We conducted our review in accordance with China Certified Public Accountant Review Standard No.2101-Review
of Financial Statements. This Standard requires us to plan and perform the review to obtain limited assurance
about whether the Interim Financial Statements are free from material misstatements. A review is limited primarily
to procedures as enquiry of entity’s personnel and analytical review procedures applied to the financial information
and thus provides less assurance than an audit. We have not performed an audit, and therefore we do not express
an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the Interim Financial
Statements of Metallurgical Corporation of China Ltd. are not prepared, in all material respects, in accordance with
China Accounting Standards, and cannot present fairly, in all material respects, the consolidated and Company
financial positions as at 30 June 2020 and the consolidated and Company’s operating performance and cash flows
for the six months then ended.

WUYIGE CERTIFIED PUBLIC
ACCOUNTANTS LLP. Chinese Certified Public Accountant:
Beijing ® China Wang Jin Cai Jinliang

Date: 28 August 2020
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET

30 June 2020
All amounts in RMB'000
Items Notes 30 June 2020 31 December 2019
Current Assets:
Cash and bank balances VI 50,709,606 43,677,662
Financial assets held for trading VIi2 2,284,333 2,162,432
Derivative financial assets VII3 - 401
Bills receivable Vil4 8,450,503 7,918,027
Accounts receivable VII5 69,017,865 66,026,606
Receivables at FVTOCI Vile 8,497,884 7,855,940
Prepayments VI7 28,499,461 24,705,845
Other receivables VI8 54,599,922 57,290,123
Inventories VII9 59,584,857 60,636,905
Contract assets VII10 86,538,016 72,800,575
Non-current assets due within one year VII1 1,729,813 2,078,913
Other current assets Vili2 2,139,113 2,282,530
Total Current Assets 372,051,373 347,435,959
Non-current Assets:
Long-term receivables VII13 26,848,658 24,326,794
Long-term equity investments VIl14 23,265,626 21,834,366
Investments in other equity instruments VII15 1,822,321 1,871,747
Other non-current financial assets VIl16 4,292,774 4,171,068
Investment properties VII17 6,369,233 5,763,796
Fixed assets VII18 25,407,960 26,121,239
Construction in progress VII19 4,928,725 4,426,518
Right-of-use assets V1120 497,338 540,522
Intangible assets Vil21 16,562,278 15,796,873
Goodwill VIl22 161,512 161,523
Long-term prepayments VII23 285,671 265,900
Deferred tax assets VIl24 6,005,708 5,618,595
Other non-current assets V1125 214,009 171,313
Total Non-current Assets 116,661,813 111,070,254
TOTAL ASSETS 488,713,186 458,506,213
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)

CONSOLIDATED BALANCE SHEET (CONTINUED)
30 June 2020

All amounts in RMB’'000

Items Notes 30 June 2020 31 December 2019

Current Liabilities:

Short-term borrowings VII 26 56,380,402 40,476,556
Derivative financial liabilities VIl 27 9,050 4,230
Bills payable VIl 28 34,888,098 31,487,132
Accounts payable VII 29 129,103,476 115,855,013
Receipts in advance VIl 30 250,798 245,284
Contract liabilities VIl 31 62,562,949 64,595,970
Employee benefits payable VIl 32 2,358,767 2,037,994
Taxes payable VIl 33 3,303,558 3,461,760
Other payables VII 34 28,533,974 26,219,786
Non-current liabilities due within one year VII 35 7,389,140 15,683,416
Other current liabilities VIl 36 6,977,494 5,856,396
Total Current Liabilities 331,757,706 305,923,537

Non-current Liabilities:

Long-term borrowings VII 37 30,994,905 27,219,615
Bonds payable VIl 38 790,000 1,660,000
Lease liabilities VII 39 271,180 302,054
Long-term payables VIl 40 679,996 892,993
Long-term employee benefits payable VIl 41 3,101,835 3,115,993
Provisions VII 42 747,374 817,931
Deferred income VII 43 1,550,911 1,582,297
Deferred tax liabilities VIl 24 63,802 71,685
Other non-current liabilities VII 44 14,600 14,600
Total Non-current Liabilities 38,214,603 35,677,168
TOTAL LIABILITIES 369,972,309 341,600,705
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)

CONSOLIDATED BALANCE SHEET (CONTINUED)
30 June 2020

All amounts in RMB’'000

Items Notes 30 June 2020 31 December 2019

Shareholders' Equity:

Share capital VIl 45 20,723,619 20,723,619
Other equity instruments VIl 46 19,299,675 25,924,290
Including: Perpetual bond 19,299,675 25,924,290
Capital reserve VII 47 22,398,654 22,476,448
Other comprehensive income VIl 48 7,851 (59,618)
Special reserve VIl 49 12,550 12,550
Surplus reserve VIl 50 1,748,938 1,748,938
Retained earnings VIl 51 28,860,300 27,123,498
Total shareholders' equity attributable to shareholders
of the Company 93,051,587 97,949,725
Non-controlling interests 25,689,290 18,955,783
TOTAL SHAREHOLDERS' EQUITY 118,740,877 116,905,508
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 488,713,186 458,506,213

The accompanying notes form an integral part of these financial statements.

Legal Representative - General Accountant: Financial Controller:
Guo Wenging Zou Hongying Fan Wanzhu
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)

THE COMPANY’S BALANCE SHEET
30 June 2020

All amounts in RMB'000

Items Notes 30 June 2020 31 December 2019

Current Assets:

Cash and bank balances 2,483,399 2,467,897
Bills receivable 2,000 -
Accounts receivable XVI1 111,240 98,899
Prepayments 1,367,871 1,219,616
Other receivables XVI2 45,430,786 43,712,605
Inventories 1,224 1,058
Contract assets 1,260,562 1,296,461
Non-current assets due within one year 1,846,177 1,866,177
Total Current Assets 52,503,259 50,662,713

Non-current Assets:

Long-term receivables XVI3 172,480 487,590
Long-term equity investments XV14 90,083,944 89,754,018
Other equity instrument investments 393 248
Fixed assets 10,371 11,746
Right-of-use assets 31,777 40,479
Intangible assets 5,998 6,906
Total Non-current Assets 90,304,963 90,300,987
TOTAL ASSETS 142,808,222 140,963,700
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)

THE COMPANY’S BALANCE SHEET (CONTINUED)
30 June 2020

All amounts in RMB 000

Items Notes 30 June 2020 31 December 2019

Current Liabilities:

Short-term borrowings XVI5 43,690,936 28,199,649
Bills payable 140,341 =
Accounts payable 1,424,793 1,554,946
Contract liabilities 2,068,719 2,220,884
Employee benefits payable 15,308 14,674
Taxes payable 35,734 54,801
Other payables XVI6 11,165,137 15,573,592
Non-current liabilities due within one year XVI7 1,794,620 442,732
Total Current Liabilities 60,335,588 48,061,278

Non-current Liabilities:

Long-term borrowings XVI8 1,750,000 2,750,000
Bonds payable 790,000 1,660,000
Lease liabilities 10,838 19,868
Long-term employee benefits payable 16,004 16,893
Provisions 116,885 118,921
Deferred income 3,598 4,411
Total Non-current Liabilities 2,687,325 4,570,093
TOTAL LIABILITIES 63,022,913 52,631,371
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)

THE COMPANY’S BALANCE SHEET (CONTINUED)
30 June 2020

All amounts in RMB 000

Items Notes 30 June 2020 31 December 2019

Shareholders’ Equity:

Share capital 20,723,619 20,723,619
Other equity instruments 19,299,675 25,924,290
Including: Perpetual bond 19,299,675 25,924,290
Capital reserve 37,925,657 38,001,042
Other comprehensive income 848 984
Special reserve 12,550 12,550
Surplus reserve 1,748,938 1,748,938
Retained earnings 74,022 1,920,906
TOTAL SHAREHOLDERS’ EQUITY 79,785,309 88,332,329
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 142,808,222 140,963,700

The accompanying notes form an integral part of these financial statements.

Legal Representative - General Accountant: Financial Controller:
Guo Wenqing Zou Hongying Fan Wanzhu
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)
CONSOLIDATED INCOME STATEMENT

All amounts in RMB’'000

Amount for Amount for

Items Notes the current period the prior period
I Total operating revenue 180,565,193 159,017,379
Including : Operating revenue V1152 180,565,193 159,017,379

1. Total operating costs 172,522,957 153,294,197
Including: Operating costs V1152 161,154,787 141,523,492

Taxes and levies VII53 961,239 1,191,138

Selling expenses VI154 971,393 1,030,968

Administrative expenses VII55 4,072,741 4,147,974

Research and development expenses V1156 4,127,934 3,716,817

Financial expenses VII57 1,234,863 1,683,808

Including: Interest expenses VII57 1,932,197 2,386,058

Interest income VII57 967,130 1,149,521

Add: Other income VII58 128,573 76,097
Investment income VII59 (522,424) (198,337)

Including: Income from investments
in associates and joint
ventures V1159 (47,081) (41,053)
Income from derecognition
of financial assets at

amortized cost VII59 (354,740) (249,984)
Gains from changes in fair values V1160 11,423 (8,711)
Impairment losses of credit VIle1 (1,841,852) (764,520)
Impairment losses of assets VIl62 (509,085) (28,970)

Gains on disposal of assets VII63 13,807 20,560

1l. Operating profit 5,322,678 4,824,301
Add: Non-operating income Vile4 237,059 103,259

Less: Non-operating expenses V1165 56,352 45,371

IV. Total profit 5,503,385 4,882,189
Less: Income tax expenses VII66 1,226,819 1,103,931

V. Net profit 4,276,566 3,778,258

(1) Net profit classified by operating continuity
Net profit from continuing operations 4,276,566 3,778,258

Net profit from discontinued operations - -
(Il)Net profit classified by ownership ascription
Net profit attributable to shareholders of

the Company 3,591,925 3,156,882
Profit or loss attributable to
non-controlling interests 684,641 621,376

METALLURGICAL CORPORATION OF CHINA LTD.



Financial Statements

For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)

CONSOLIDATED INCOME STATEMENT (CONTINUED)

All amounts in RMB'000

Amount for Amount for
Items Notes the current period the prior period
VI. Other comprehensive income, net of income
tax VIe7 88,900 (2,596)
Other comprehensive income attributable to
shareholders of the Company, net of income
tax 45,656 (1,921)
(1) Items that will not be reclassified to
profit or loss (75,347) 19,427
1. Re-measurement of defined benefit
obligations (46,886) 410
2. Changes in fair values of investments in
other equity instruments (28,461) 19,017
(I Items that may be reclassified to profit or
loss 121,003 (21,348)
1. Other comprehensive income that can
be reclassified to profit or loss under
the equity method - (27)
2. Changes of fair value of receivables
financing 4,890 (43,335)
3. Exchange differences on translating
financial statements in foreign
currencies 116,113 22,014
Other comprehensive income attributable to
non-controlling interests, net of income tax 43,244 (675)
VIl. Total comprehensive income 4,365,466 3,775,662
Total comprehensive income attributable to
shareholders of the Company 3,637,581 3,154,961
Total comprehensive income attributable to non-
controlling interests 727,885 620,701
VIIl. Earnings per share XV3
(I) Basic earnings per share (RMB/share) 0.14 0.13
(I Diluted earnings per share (RMB/share) Not Applicable Not Applicable

The accompanying notes form an integral part of these financial statements.

Legal Representative - General Accountant: Financial Controller:
Guo Wenqing Zou Hongying Fan Wanzhu
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)
THE COMPANY’S INCOME STATEMENT

All amounts in RMB’'000

Amount for Amount for
Items Notes the current period the prior period
l. Operating revenue XVI 9 1,147,636 2,264,878
Less: Operating costs XVI 9 1,130,178 2,217,721
Taxes and levies 2,541 1,000
Administrative expenses 70,803 82,865
Financial expenses (27,428) 193,937
Including: Interest expenses 827,961 1,018,392
Interest income 906,784 812,788
Add: Other income 486 -
Investment income XVI 10 17,814 1,620
Including: Gains from investments in
associates and joint ventures XVI 10 17,814 1,620
Impairment losses of credit XVI 11 (2,636) (2,0086)
Gains on disposal of assets - (38)
Il. Operating profit (12,794) (231,069)
Add: Non-operating income 366 661
Less: Non-operating expenses 20 757
Il. Total profit (12,448) (231,165)
Less: Income tax expenses 1,126 14,820
IV. Net profit (13,574) (245,985)
Net profit from continuing operations (13,574) (245,985)
Net profit from discontinued operations - -
V. Other comprehensive income, net of income tax (136) 36
(1) Items that will not be reclassified to profit or loss (136) 36
1. Changes in re-measurement of defined benefit
obligations (282) 1
2. Changes in fair value of investments in other
equity instruments 146 85
VI. Total comprehensive income (13,710) (245,949)
The accompanying notes form an integral part of these financial statements.
Legal Representative - General Accountant: Financial Controller:
Guo Wenqing Zou Hongying Fan Wanzhu
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)
CONSOLIDATED CASH FLOW STATEMENT

All amounts in RMB'000

Amount for Amount for
Items Notes the current period the prior period
l. Cash Flows from Operating Activities:
Cash receipts from the sale of goods and the
rendering of services 173,919,003 154,739,444
Receipts of tax refunds 188,569 457,092
Other cash receipts relating to operating activities V1168 3,906,395 2,031,605
Sub-total of cash inflows from operating activities 178,013,967 157,228,141
Cash payments for goods purchased and services
received 152,736,321 136,242,339
Cash payments to and on behalf of employees 10,548,670 10,633,165
Payments of various types of taxes 4,562,336 6,936,841
Other cash payments relating to operating activities V1168 8,752,623 8,647,824
Sub-total of cash outflows from operating activities 176,599,950 162,460,169
Net Cash Flows from Operating Activities 1,414,017 (5,232,028)
Il. Cash Flows from Investing Activities:
Cash receipts from disposals and recovery of
investments 1,006,894 1,292,991
Cash receipts from investment income 103,104 152,138
Net cash receipts from disposal of fixed assets,
intangible assets and other long-term assets 17,749 181,509
Other cash receipts relating to investing activities V1168 1,519,700 778,879
Sub-total of cash inflows from investing activities 2,647,447 2,405,517
Cash payments to acquire or construct fixed assets,
intangible assets and other long-term assets 2,115,706 1,451,598
Cash payments to acquire investments 2,514,829 2,333,054
Other cash payments relating to investing activities V1168 1,608,134 1,966,634
Sub-total of cash outflows from investing activities 6,238,669 5,751,286
Net Cash Flows from Investing Activities (3,591,222) (3,345,769)
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For the six months ended 30 June 2020

. FINANCIAL STATEMENTS (CONTINUED)
CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

All amounts in RMB’000

Amount for Amount for
Items Notes the current period the prior period
lll.Cash Flows from Financing Activities:
Cash receipts from capital contributions 10,136,404 1,098,369
Including: Cash receipts from capital contributions by
non-controlling interests of subsidiaries 7,136,404 498,369
Cash receipts from issue of perpetual bond 3,000,000 600,000
Cash receipts from borrowings 60,586,005 64,458,282
Other cash receipts relating to financing activities V1168 1,085,059 -
Sub-total of cash inflows from financing activities 71,807,468 65,556,651
Cash repayments of borrowings 48,684,941 58,483,741
Cash payments for distribution of dividends or profits
or settlement of interest expenses 3,111,506 4,305,203
Including: Payments for distribution of dividends or
profits to non-controlling interests of
subsidiaries 333,402 323,944
Other cash payments relating to financing activities V1168 9,780,256 935,430
Sub-total of cash outflows from financing activities 61,576,703 63,724,374
Net Cash Flows from Financing Activities 10,230,765 1,832,277
IV.Effect of Foreign Exchange Rate Changes on
Cash and Cash Equivalents 63,441 12,050
V. Net Increase (Decrease) in Cash and Cash
Equivalents V1169 8,117,001 (6,733,470)
Add: Opening balance of Cash and Cash equivalents VII69 31,814,900 33,151,002
VI.Closing Balance of Cash and Cash Equivalents VII69 39,931,901 26,417,532
The accompanying notes form an integral part of these financial statements.
Legal Representative : General Accountant: Financial Controller:
Guo Wenging Zou Hongying Fan Wanzhu
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For the six months ended 30 June 2020

FINANCIAL STATEMENTS (CONTINUED)

THE COMPANY’S CASH FLOW STATEMENT

All amounts in RMB'000

Amount for Amount for
Items Notes the current period the prior period
. Cash Flows from Operating Activities:
Cash receipts from the sale of goods and the
rendering of services 907,026 2,150,730
Receipts of tax refunds - 661
Other cash receipts relating to operating activities 426,919 303,569
Sub-total of cash inflows from operating activities 1,333,945 2,454,960
Cash payments for goods purchased and services
received 1,015,758 1,908,719
Cash payments to and on behalf of employees 58,259 44,265
Payments of various types of taxes 18,763 38,098
Other cash payments relating to operating activities 454,920 61,136
Sub-total of cash outflows from operating activities 1,547,700 2,052,218
Net Cash Flows from Operating Activities XVI12 (213,755) 402,742
Il. Cash Flows from Investing Activities:
Cash receipts from investment income 313,864 138,564
Net cash receipts from disposal of fixed assets,
intangible assets and other long-term assets - 97
Other cash receipts relating to investing activities 2,176,554 -
Sub-total of cash inflows from investing activities 2,490,418 138,661
Cash payments to acquire or construct fixed assets,
intangible assets and other long-term assets 269 1,079
Cash payments to acquire investments 315,110 613,950
Other cash payments relating to investing activities 9,824,105 464,822
Sub-total of cash outflows from investing activities 10,139,484 1,079,851
Net Cash Flows from Investing Activities (7,649,066) (941,190)
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. FINANCIAL STATEMENTS (CONTINUED)
THE COMPANY’S CASH FLOW STATEMENT (CONTINUED)

All amounts in RMB'000

Amount for Amount for
Items Notes the current period the prior period
1. Cash Flows from Financing Activities:
Cash receipts from investments 3,000,000 600,000
Including: Cash receipts from issue of perpetual
bond 3,000,000 600,000
Cash receipts from borrowings 44,032,022 39,395,114
Other cash receipts relating to financing activities 5,838,471 -
Sub-total of cash inflows from financing activities 52,870,493 39,995,114
Cash repayments of borrowings 31,203,519 37,842,206
Cash payments for distribution of dividends or profits
or settlement of interest expenses 1,600,003 1,629,510
Other cash payments relating to financing activities 12,200,000 10,989
Sub-total of cash outflows from financing activities 45,003,522 39,482,705
Net Cash Flows from Financing Activities 7,866,971 512,409
IV.Effect of Foreign Exchange Rate Changes on
Cash and Cash Equivalents 11,358 6,698
V. Net Decrease in Cash and Cash Equivalents XVI12 15,508 (19,341)
Add: Opening balance of Cash and Cash equivalents XVI12 2,456,387 2,511,810
VI.Closing Balance of Cash and Cash Equivalents XVI12 2,471,895 2,492,469
The accompanying notes form an integral part of these financial statements.
Legal Representative - General Accountant: Financial Controller:
Guo Wenging Zou Hongying Fan Wanzhu
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. FINANCIAL STATEMENTS (CONTINUED)
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

All amounts in RMB’000

For the six months period ended 30 June 2020

Attributable to shareholders of the Company

Other equity

instruments Other Non- Total
(Perpetual Capital - comprehensive Special Surplus Retained controlling  shareholders'
Items Share capital bond) reserve income reserve reserve profits interests equity
I Closing balance of the preceding period 20,723,619 25,924,290 22,476,448 (59,618) 12,550 1,748,938 27,123,498 18,955,783 116,905,508
Add : Changes in accounting policies = = = = = = = = =
Corrections of prior period errors - - - - - - - - -
Others - - - - - - - - -
Il.  Opening balance of the current period 20,723,619 25,924,290 22,476,448 (59,618) 12,550 1,748,938 27,123,498 18,055,783 116,905,508
Il Changes for the period (6,624,615) (17,194) 67,469 - - 1,736,802 6,733,507 1,835,369
() Total comprehensive income - - - 45,656 - - 3,591,925 727,885 4,365,466
() Shareholders' contributions and reduction in capital - (6,624,615) (78,440) - - - - 6,372,094 (330,961)
1. Capital contribution from owners - - - - - - - 83,559 83,559

2. Capital contribution from holders of other equity
instruments (Note VIl 46) - (6,624,615) (75,385) - - - - 6,892,172 192,172
3. Others - - (3,055) - - - - (603,637) (606,692)
(IMt) - Profit distribution - - 646 - - - (1,833,310) (366,472) (2,199,136)
1. Transfer to surplus reserve - - - - - - - - -
2. Distribution to shareholders - - - - - - (1,833,310) (366,482) (2,199,792)
3. Others - - 646 - - - - 10 656
(1) Transfers within shareholders' equity - - - 21,813 - - (21,813) - -
1. Capitalization of capital reserve - - - - - - - - -
2. Capitalization of surplus reserve - - - - - - - - -
3. Loss offset by surplus reserve - - - - - - - - -

4. Changing amount of defined benefit plan carried
forward to refained eamings - - - - - - - - -

5. Other comprehensive income carried forward to
retained earnings (Note VII 15) - - - 21,813 - - (21,813) - -
6. Others - - - - - - - - -
(V) Special reserve - - - - - - - - -
1. Transfer to special reserve in the current period - - - - 2,556,109 - - 195,465 2,751,574
2. Amount utilized in the current period - - - - (2,556,109) - - (195,465) (2,751,574)
(V) Others - - - - - - - - -
IV Closing balance of the current period 20,723,619 19,299,675 22,398,654 7,851 12,550 1,748,938 28,860,300 25,689,290 118,740,877
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II. FINANCIAL STATEMENTS (CONTINUED)
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY (CONTINUED)
All amounts in RMB’'000
For the six months period ended 30 June 2020
Attributable to shareholders of the Company
Other equity
instruments Other Non- Total
(Perpetual Capital - comprehensive Special Surplus Retained controlling ~ shareholders'
Items Share capital bond) reserve income reserve reserve profits interests equity
I Closing balance of the preceding period 703619 15024200 22,492,676 (212,142) 125550 1455419 23546950 18726082 102,669,444
Add : Changes in accounting policies - - - - - - - - -
Corrections of prior period errors = = = = = = = = =
Others - - - - - - - - -
Il Opening balance of the current period 20,723,619 15,924,290 22492676 (212,142) 12,550 1,455,419 23,546,950 18,726,082 102,669,444
Il Changes for the period - 600,000 20,293 (18,606) - - 1544179 694,019 2,839,885
(I} Total comprehensive income - - - (1,921) - - 3,156,862 620,701 3,775,662
(Il) Shareholders' contributions and reduction in capital - 600,000 20293 - - - - 397,262 1,017,555
1. Capital contribution from owners - - - - - - - 498,369 498,369
2. Capital contribution from holders of other equity
instruments - 600,000 - - - - = = 600,000
3. Others - - 20,293 - - - - (101,107) (80,814)
(INl) Profit distribution - - - - - - (1629388) (323,944) (1,953,332)
1. Transfer to surplus reserve - - - - - - - - -
2. Distribution to shareholders - - - - - - (1,629,388) (323944) (1953332
3. Others - - - - - - - - -
(1) Transfers within shareholders equity - - - (16,685) - - 16,685 - -
1. Capitalization of capital reserve - - - - - - - - -
2. Capitalization of surplus reserve - - - - - - - - -
3. Loss offset by surplus reserve - - - - - - - - -
4. Changing amount of defined benefit plan
carried forward to retained earnings - - - - - - - - -
5. Other comprehensive income carried forward
{o retained eamings - - - (16,685) - - 16,685 - -
6. Others - - - - - - - - -
(V) Specal reserve - - - - - - - - -
1. Transfer to special reserve in the current period - - - - 2209732 - - 188,331 2,398,063
2. Amount utilized in the current period - - - - 973) - - (188,331)  (2.398,063)
(VI Others - - - - - - - - -
IV. Closing balance of the current period 0723619 16524200 22512969 (230,748) 12,550 1455419 25,001,129 19.420,101 105,509,329

The accompanying notes form an integral part of these financial statements.

Legal Representative -
Guo Wenging

General Accountant:
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II. FINANCIAL STATEMENTS (CONTINUED)
THE COMPANY’S STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
All amounts in RMB’000

For the six months period ended 30 June 2020

Other equity
instruments Other Total
(Perpetual Capital comprehensive Special Surplus Retained  shareholders’
Items Share capital bond) reserve income reserve reserve profits equity

I Closing balance of the preceding
period 20,723,619 25,924,290 38,001,042 984 12,550 1,748,938 1,920,906 88,332,329
Add : Changes in accounting policies - - - - = = = -
Corrections of prior period errors - - - = = = - -

Others - - - - - - - -
1. Opening balance of the current period 20,723,619 25,924,290 38,001,042 984 12,550 1,748,938 1,920,906 88,332,329

lll.  Changes for the period - (6,624,615) (75,385) (136) - - (1,846,884) (8,547,020)
() Total comprehensive income - - - (136) - - (13,574) (13,710)
(1) Shareholders’ contributions and

reduction in capital - (6,624,615) (75,385) - - - - (6,700,000)
1. Capital contribution from owners - - - - - - - -
2. Capital contribution and
reduction of holders of other
equity instruments - (6,624,615) (75,385) - - - - (6,700,000)
3. Others - - -
(I Profit distribution - - - - - - (1,833,310) (1,833,310)
1. Transfer to surplus reserve - - - - - - - -
2. Distributions to shareholders - - - - - - (1,833,310) (1,833,310)
3. Others - - - - - - - -
(IV) Transfers within shareholders’
equity - - - - - - - -
1. Capitalization of capital reserve - - - - - - - -
2. Capitalization of surplus reserve - - - - - - - -
3. Loss offset by surplus reserve - - - - - - - -
4. Changing amount of defined
benefit plan carried forward
to retained eamnings - - - - - - - -
5. Other comprehensive income
carried forward to retained
earnings - - - - - - - -
6. Others - - - - - - - -
(V) Special reserve - - - - - - - -
1. Transfer to special reserve in
the current period - - - - - - - -
2. Amount utilized in the current
period - - - - - - - -
(VI) Others - - - - - - - -

IV.  Closing balance of the current period 20,723,619 19,299,675 37,925,657 848 12,550 1,748,938 74,022 79,785,309
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II. FINANCIAL STATEMENTS (CONTINUED)
THE COMPANY’S STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY (CONTINUED)
All amounts in RMB’'000

For the six months period ended 30 June 2020

Other equity
instruments Other Total
(Perpetual Capital - comprehensive Special Surplus Retained  shareholders’
Items Share capital bond) reserve income reserve reserve profits equity

I Closing balance of the preceding
period 20,723,619 15,924,290 38,001,042 609 12,550 1,485,419 2,071,070 78,188,599
Add : Changes in accounting policies - - - = = - - _
Corrections of prior period errors - - = = = - - _

Others - - - - - - - -
Il Opening balance of the current period 20,723,619 15,924,290 38,001,042 609 12,550 1,455,419 2,071,070 78,188,599

Il Changes for the period - 600,000 - 36 - - (1,875,373) (1,275,337)
() Total comprehensive income - - - 36 - - (245,985) (245,949)
() Shareholders’ contributions and
reduction in capital - 600,000 - - - - - 600,000
1. Capital contribution from owners = = = = = = = =
2. Capital contribution and
reduction of holders of other
equity instruments = 600,000 = = = = = 600,000
3.0thers - - - - - - - -
Profit distribution - - - - - - (1,629,388) (1,629,388)
1. Transfer to surplus reserve = = = = = = = =
2. Distributions to shareholders - - - - - - (1,629,388) (1,629,388)
3. Others - - - - - - - -
Transfers within shareholders’
equity - - - - - - - -
1. Capitalization of capital reserve - - - - - - - -
2. Capitalization of surplus reserve = = = = = = = =
3. Loss offset by surplus reserve - - - - - - - -
4. Changing amount of defined
benefit plan carried forward
to retained eamnings - - - - - - - -
5. Other comprehensive income
carried forward to retained
earnings - - - - - - - -
6. Others - - - - - - - -
(V) Special reserve - - - - - - - -
1. Transfer to special reserve in
the current period - - - - - - - -
2. Amount utilized in the current
period - - - - - - - -
(VI) Others - - - - - - - -

(I

=

IV.  Closing balance of the current period 20,723,619 16,524,290 38,001,042 645 12,550 1,455,419 195,697 76,913,262

The accompanying notes form an integral part of these financial statements.

Legal Representative - General Accountant: Financial Controller:
Guo Wenging Zou Hongying Fan Wanzhu
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lll. BASIC CORPORATE INFORMATION

1. Basic information of the Company

Metallurgical Corporation of China Ltd. (the “Company”) was established as a joint stock limited liability
Company by China Metallurgical Group Corporation (“CMGC”) and China Baowu Steel Group Corporation
(“CBSGC”, formerly named as Baosteel Group Corporation) as promoters on 1 December 2008 and was
registered in Beijing in the People’s Republic of China (the “PRC”). Upon the approval by the State-owned
Assets Supervision and Administration Commission of the State Council of the PRC (the “SASAC”) of Guozi
Reform [2008] 528 Approval for CMGC’s Group Restructuring and Dual Listing in Domestic and Overseas
Markets, issued on 10 June, 2008. CMGC is the parent Company of the Company and the SASAC is the
ultimate controlling party of the Company. Upon establishment of the Company, the registered capital of
the Company was RMB13 billion, representing 13 billion ordinary shares of RMB1.0 each. On 14 September
2009, the Company issued 3,500 million A shares of the Company to domestic investors and these A shares
of the Company were listed on the Shanghai Stock Exchange on 21 September 2009, and 2,610 million
H shares of the Company were issued on 16 September 2009 and listed on the Main Board of The Stock
Exchange of Hong Kong Ltd. (the “Hong Kong Stock Exchange”) on 24 September 2009. During the course
of the issue of A shares and H shares of the Company, CMGC and CBSGC have transferred a total amount
of 350 million shares of the Company to National Council for State Security Fund (“NSSF”) of the PRC and
converted 261 million domestic shares into H shares and transferred to NSSF, among which 261 million H
shares were offered for sale upon issuance of H shares of the Company. Upon completion of the public
offering of A shares and H shares above, the total registered capital of the Company increased to RMB19.11
billion.

Pursuant to the special mandate granted by the shareholders at the 2016 First Extraordinary General
Meeting, the 2016 First A Shareholders’ Class Meeting and the 2016 First H Shareholders’ Class Meeting,
having received the Approval in relation to the Non-public Issuance of Shares by Metallurgical Corporation
of China Ltd. (Zheng Jian Xu Ke [2016] No. 1794) from the China Securities Regulatory Commission (the
“CSRC”), the Company started the non-public issuance of 1,613,619,000 A Shares of the Company (the
“Non-Public Issuance”) to certain specific investors on 26 December 2016. Upon completion of the Non-
Public Issuance, the share capital of the Company increases to RMB20, 723,619,000, and CMGC remains
the controlling shareholder of the Company.

In October 2018, CMGC purchased the structure adjusting funds for central enterprises at a consideration of
3% shares it held in the Company. The proportion of shareholding and voting upon the Company decreased
from 59.18% to 56.18% subsequent to the completion of purchase and CMGC is still the controlling
shareholder of the Company.

On 8 December 2015, the Strategic Restructuring between CMGC and China Minmetals Corporation (“CMC”)
started upon the approval of the SASAC, whereby CMGC will be merged into CMC. In May 2019, CMGC
completed the industrial and commercial registration of its shareholding alteration with its capital contributor
changing from SASAC to CMC. The status of CMGC as controlling shareholder and the SASAC as the
ultimate controlling shareholder of the Company does not change before or after the Strategic Restructuring.

In September and November 2019, CMGC purchased the central enterprise innovation driven ETF fund
with 224,685,000 shares of the Company. After the purchase, the shareholding ratio and voting right
ratio of CMGC in the Company decreased from 56.18% to 55.10%, and CMGC remains as the controlling
shareholder of the Company.

On 27 May 2020, CMGC transferred its 1,227,760 thousand A shares of the Company (accounting for
5.92% of the Company'’s total share capital) to China National Petroleum Corporation(“CNPC”) for free. After
the completion of the free transfer, China Metallurgical Company’s shareholding and voting rights in the
Company have been reduced from 55.10% to 49.18%, and CMGC remains as the controlling shareholder of
the Company.
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lll. BASIC CORPORATE INFORMATION (CONTINUED)

1. Basic information of the Company (Continued)

The Company and its subsidiaries (the “Group”) are principally engaged in the following activities core
operations: engineering contracting, property development, equipment manufacture, and resource
development.

The services or products provided by the Group are as follows: The engineering contracting business mainly
includes scientific research, planning, exploration, consulting, etc. of metallurgical engineering, housing
construction engineering, transportation infrastructure engineering and other projects such as mining,
environmental protection, electric power, chemical engineering, light industry and electronics. Design,
procurement, construction, installation, maintenance, supervision and related technical services; property
development business mainly includes the development and sales of residential and commercial property,
construction of affordable housing and first-level land development; products of equipment manufacturing
business mainly include metallurgy Special equipment, steel structure and other metal products, etc.;
resource development business mainly includes the development and smelting of domestic and foreign
metal mineral resources, and the production and processing of non-metallic mineral resources, non-ferrous
metals and polysilicon.

During the reporting period, the Group did not have material changes on principal business activities.

The Company and consolidated financial statements had been approved by the Board of Directors of the
Company on August 28, 2020.

2. Scope of consolidated financial statements

Details of the scope of consolidated financial statements are set out in Note IX “Interest in other entities”,
whereas the changes of the scope of consolidation are set out in Note VIII “Changes of the scope of
consolidation”.

IV. BASIS OF PREPARATION

1. Basis of preparation

The Group has adopted the Accounting Standards for Business Enterprises issued by the Ministry of
Finance (the “MoF”) and the implementation guidance, interpretations and other relevant provisions issued
or revised subsequently by the MoF (collectively referred to as “CASBE”).

According to Acceptance of Mainland Accounting and Auditing Standards and Mainland Audit Firms for
Mainland Incorporated Companies Listed in Hong Kong and other Hong Kong Listing Rules Amendments
issued by the Hong Kong Stock Exchange in December 2010, also referring to the relevant provisions issued
by the MoF and the CSRC, and approved by the general meeting of stockholders of the Company, from
fiscal year 2014, the Company no longer provides the financial statements prepared in accordance with
the CASBE and the International Financial Reporting Standards (the “IFRS”) separately to stockholders of A
shares and H shares. Instead, the Company provides the financial statements prepared in accordance with
the CASBE to all stockholders, taking the relevant disclosure standards of Hong Kong Companies Ordinance
and Hong Kong Listing Rules into consideration.

In addition, the Group has disclosed relevant financial information in these financial statements in

accordance with Information Disclosure and Presentation Rules for Companies Offering Securities to the
Public No. 15 — General Provisions on Financial Reporting (revised by CSRC in 2014).
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IV. BASIS OF PREPARATION (CONTINUED)

2. Accrual basis and measurement principle

The Group has adopted the accrual basis of accounting. Except for certain financial instruments set out
in Note XI 1 which are measured at fair value, the Group adopts the historical cost as the principle of
measurement in the financial statements. Where assets are impaired, provisions for asset impairment are
made in accordance with relevant requirements.

In the historical cost measurement, assets obtained shall be measured at the amount of cash or cash
equivalents or fair value of the purchase amount paid. Liabilities shall be measured at the actual amount
of cash or assets received or the contracted amount assume the current obligation, or measured at the
prospective amount of cash or cash equivalents paid to discharge the liabilities according to business
activities.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing market participants in an arm’s length transaction at the measurement date. Fair
value measured and disclosed in the financial statements are determined on this basis whether it is
observable or estimated by valuation techniques.

The following table provides an analysis, grouped into Levels 1 to 3 based on the degree to which the fair
value input is observable and significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2 — based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly;

Level 3 — based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.

3. Going concern
The Group has performed an assessment of the going concern for the following 12 months from 30 June

2020 and does not identify any significant doubtful matter or event on the going concern. As such, these
financial statements have been prepared on a going concern basis.

V. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

1. Statement of compliance
These financial statements are in compliance with the CASBE to truly and completely reflect consolidated
and the Company'’s financial position as at 30 June 2020 and consolidated and the Company’s operating
results and cash flows for the year then ended.

2. Accounting period

The Group has adopted the calendar year as its accounting year, i.e. from 1 January to 31 December. The
preparation period of this financial statement is from January 1 to June 30 of 2020.
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V. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES
(CONTINUED)

3. Business cycle

Business cycle refers to the period that starts from the purchase of assets for production and ends with
the realization of cash or cash equivalent. The business cycle of infrastructure and property development
business of the Group is normally over one year because the duration of construction and infrastructure
warranty is relatively long. The business cycles of other businesses are in 12 months in general.

4. Reporting currency

The Company and its domestic subsidiaries choose RMB as their functional currency. The functional
currency of the overseas subsidiaries of the Company is selected based on the primary economic
environment where they operate. The Company adopts RMB to present its financial statements.

58 Business combination
(1) Business combinations involving enterprises under common control

In a business combination involving enterprises under common control, if the acquirer pays for
the business combination in cash, by transferring of non-cash assets or assuming liabilities, the
initial investment cost is the holding share of the acquiree’s equity in the ultimate controlling party’s
consolidated financial statements measured at the carrying amounts at the acquisition date. If the
acquirer issues equity instruments for the business combination, the acquirer measures the share
capital by the par value of the shares issued. The difference between the original investment cost
and the carrying amount (or the total par value of shares issued) will be adjusted to the capital
reserve. If the capital reserve is insufficient to absorb the difference, the remaining amount shall be
deducted from the retained earnings.

2) Business combinations not involving enterprises under uncommon control

In a business combination involving enterprises not under common control, the combination costs
are the aggregate of the fair values of the assets paid, the liabilities incurred or assumed and
the equity instruments issued by the acquirer in exchange for control over the acquiree at the
acquisition date. At the acquisition date, the acquired assets, liabilities and contingent liabilities of
the acquiree that meet the recognition criteria are measured at their fair value. The Group recognises
the difference of the combination costs in excess of its interest portion in the fair value of the net
identifiable assets acquired from the acquiree as goodwill. The Group recognises the difference
of the combination costs less than its interest portion in the fair value of the net identifiable assets
acquired from the acquiree in the non-operating income for current period after reassessment.
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V. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

(CONTINUED)
6. Basis for preparation of consolidated financial statements
(1) The scope of consolidated financial statements

)

)

4

(5)

The Group incorporates all its subsidiaries (including individual entities under its control) into the
scope of the consolidated financial statements, including the enterprises controlled by the Group,
divisible parts in the investees and structured entities.

Uniform accounting policies, balance sheet date and accounting period

If the subsidiaries adopt different accounting policies or accounting periods compared with those
of the Group, the Group makes necessary adjustments on the subsidiaries’ financial statements
according to its accounting policies or accounting period when the consolidated financial statements
are prepared.

The elimination in the preparation of consolidated financial statements

The consolidated financial statements are prepared based on the individual financial statements
of the Group and its subsidiaries, after elimination of the transactions incurred among the Group
and the subsidiaries. The portion of a subsidiary’s equity that is not attributable to the Group is
treated as minority interests and presented in the consolidated balance sheet within equity. The
equity investment of the Group held by one subsidiary is treated as the Group’s treasury shares
and a deduction of the shareholders’ equity which is presented as “less: treasury shares” in the
consolidated balance sheet within equity.

The accounting treatment for obtaining subsidiaries through a business combination

Where a subsidiary or business has been acquired through a business combination involving
enterprises under common control in the reporting period, the obtained subsidiary or business is
deemed to be included in the consolidated financial statements from the date they are controlled by
the ultimate controlling party. Their assets, liabilities, operating results and cash flows are included
in the consolidated financial statements from the beginning of the accounting period in which
the acquisition occurred. Where a subsidiary or business has been acquired through a business
combination not involving enterprises under common control, their individual financial statements are
adjusted based on the fair value of identifiable net assets at the acquisition date when preparing the
consolidated financial statements.

The accounting treatment for disposal of equity investment in a subsidiary

In the consolidated financial statements, when the Group partly disposes its investment in a
subsidiary without losing its control on the subsidiary, the difference between the consideration
received and its corresponding portion of the net asset continually calculated from the purchase date
or combination date should be adjusted to the capital reserve and if the capital reserve is insufficient
to absorb the difference, the remaining amount will be deducted from the retained earnings.

If the Group loses its control on a investee because of disposing some portion of its equity
investment in the investee, when it prepares its consolidated financial statements, the remaining
balance of its equity investment will be remeasured at the fair value of the date at which it loses
its control. The difference between the sum of the consideration received and the fair value of the
remaining equity investment, and its corresponding interest portion of the net asset continually
calculated from the purchase date or the combination date should be recorded in the investment
income of the current period, and be deducted to goodwill simultaneously. Other comprehensive
income (OCI) etc. relating to the investment in the former subsidiary will be transferred to the
investment income in the same period in which it loses its control.
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V. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

(CONTINUED)
o Joint arrangement classification and accounting treatments
(1) The classification of joint arrangement

Joint arrangements are classified as joint operations or joint ventures. A joint arrangement will be
classified as joint operation when the joint arrangement achieves not through an individual entity.
Individual entity is an entity with individual identifiable finance structure, including single legal entity
and entity unqualified as legal entity but qualified as lawful entity. A joint arrangement is usually be
classified as joint venture when the joint arrangement achieves through incorporating an individual
entity. When changes arising from relevant events or environment cause changes of the cooperative
parties’ rights and obligations in the joint arrangements, the cooperative parties shall reassess the
classification of the joint arrangements.

2) The accounting treatment of joint operations

The Group acted as a party participating in joint operations, recognises the following items relating
to its interests in the joint operations and accounts for them in accordance with related requirements
of Accounting Standards for Business Enterprises: (a) Its solely-held assets and solely-assumed
liabilities, and its share of any assets and liabilities held jointly; (b) Its revenue from the sale of its
share of the output arising from the joint operation; (c) Its share of the revenue from the sale of the
output by the joint operation; (d) Its own expenses and its share of any expenses incurred jointly.

The Group acted as a party involving in joint operations without common control power, accounts
for its investments referring to the treatment method of joint operation participants if it is entitled to
relevant assets and undertake relevant liabilities of the joint operations, otherwise, it accounts for its
investments according to related requirements of Accounting Standards for Business Enterprises.

3) The accounting treatment of joint ventures

The Group accounts for its investments in accordance with Accounting Standards for Business
Enterprises No.2 — Long-term Equity Investment if it is one of the participating parties with common
control power in joint ventures. And the Group accounts for its investments according to its influence
extent on the joint ventures if it is not one of the participating parties with common control power
involved in the joint ventures.

8. Cash and cash equivalents
The cash in the Group’s statement of cash flows is cash on hand and deposits that can be readily drawn
on demand. Cash equivalents in the statement of cash flows are short-term, highly liquid investments that

are readily convertible to known amounts of cash and which are subject to an insignificant risk of change in
value.
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9. Translation of transactions and financial statements denominated in foreign currencies
(1) Translation of foreign currency transactions

)

The Group records foreign currency transactions into RMB for accounting purpose using the spot
exchange rate prevailing at the date when the transactions occurs. At the balance sheet date,
monetary items denominated in foreign currency are translated to RMB by adopting the prevailing
exchange rate on that date. Foreign exchange difference between the prevailing exchange rate on
that date and the prevailing exchange rate on initial recognition or on the previous balance sheet
date are recognized in profit or loss for the current period, except the foreign exchange arising
from specific loan denominated in foreign currency qualified as capital expenditure and included in
the cost of related assets. Non-monetary items denominated in foreign currency that are measured
at historical cost are still translated at amount in functional currency exchanged at the prevailing
exchange rate at the transaction date. Non-monetary items denominated in foreign currency that
are measured at fair value are translated using the exchange rate at the date when fair value was
determined and the difference between the translated functional currency amount and the prior
translated amount on initial recognition or on the previous balance sheet date are recorded in profit
or loss for the current period or other comprehensive income.

When preparing financial statements involving foreign operations, if there is any foreign currency
monetary items which in substance forms part of the net investment in the foreign operations,
exchange differences arising from the changes of foreign currency should be recorded as other
comprehensive income, and will be reclassified to profit or loss upon disposal of the foreign
operations.

Translation of financial statements denominated in foreign currency

If the Group’s controlled subsidiaries, joint ventures and associates etc. adopt different reporting
currency, their financial statements denominated in foreign currency shall be translated to financial
statements in RMB when preparing consolidated financial statements. The assets and liabilities are
translated to RMB amounts using the spot exchange rate at the balance sheet date. Items of the
equity, except for “retained earnings “, are translated at the spot exchange rate at the dates when
such items occurred. The revenue and expenditures in the statement of income are translated using
the spot exchange rate at the transaction date. The difference arising from foreign currency financial
statements translation is presented in other comprehensive income at the consolidated balance
sheet within equity. Items of the statement of cash flows are translated using the spot exchange rate
when they incurred. Effect arising from changes of exchange rates on cash and cash equivalents
is presented separately in the statement of cash flows. When disposing of foreign operations,
exchange differences of foreign currency financial statements attributable to the foreign operations
are transferred to profit or loss for the current period entirely or in proportion with the disposal portion
of the foreign operations.
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10. Financial instruments
(1) Classification and reclassification of financial instruments

Financial instruments are the contracts under which the financial assets of an entity are formed and
correspondingly the financial liabilities or equity instruments of any other entity are formed.

@ Financial assets

(0

(if)

(iif)

(iv)

(v)

Financial assets measured at amortized cost

If the contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding and the financial asset is held within a business model whose objective
is achieved by collecting contractual cash flows, the Group shall classify the financial
asset into the financial asset measured at amortized cost. The Group’s financial assets
measured at amortized cost include cash and bank balances, bills and accounts
receivable, other receivables, non-current assets due within one year and long-term
receivables.

Financial assets at fair value through other comprehensive income (“FVTOCI”)

If the contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding, and the financial asset is held within a business model whose objective
is achieved by both collecting contractual cash flows and selling the financial assets,
the Group shall classify the financial asset into the financial assets at FVTOCI.

The Group may make an irrevocable election at initial recognition to designate non-
traded equity instruments as subsequently measured at fair value through other
comprehensive income. The designation is made on the basis of single investment
which meets the equity instrument definition from the aspect of the issuer.

The Group classifies a financial asset as subsequently measured at fair value through
profit or loss unless it is subsequently measured at amortised cost or measured at
fair value through other comprehensive income. The Group may make an irrevocable
election at initial recognition to designate a financial asset as subsequently measured
at fair value through profit or loss if doing so eliminates or significantly reduces an
accounting mismatch.

When the Group changes its business model for managing financial assets, all
affected financial assets are reclassified from the first day of the next subsequent
reporting period after the business model changes and the reclassification is applied
prospectively from the reclassification date, meaning that any previously recognised
gains, losses (including impairment gains or losses) or interest will not be restated.
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10. Financial instruments (Continued)
(1) Classification and reclassification of financial instruments (Continued)

)

@ Financial liabilities

Financial liabilities are classified at the time of initial recognition as: financial liabilities that
are measured at fair value and whose changes are included in the current profit and loss;
financial liabilities formed by the transfer of financial assets that do not meet the conditions
for derecognition or continue to be involved in the transferred financial assets; do not belong
to the first two Financial guarantee contracts in this situation, and loan commitments that do
not fall into the first situation at lower than market interest rates; financial liabilities measured
at amortized cost. All financial liabilities are not reclassified.

Measurement of financial instruments

The Group measures financial instruments at fair value upon their initial recognition. The related
transaction fees for the financial assets and financial liabilities subsequently measured at fair value
through profit or loss are charged in profit or loss directly. The related transaction fees for other
financial assets and financial liabilities are included in their initial costs. The Group measures the
accounts receivable and notes receivable deriving from selling goods or providing services at
their transaction price if the accounts receivable and notes receivable do not contain a significant
financing component or the Group applies the practical expedient not considering the significant
financing component. The subsequent measurement of a financial instrument is determined by its
classification.

@ Financial assets
(i) Financial assets measured at amortized cost.

The financial assets are measured subsequently at amortized cost using the effective
interest method after initial recognition. The gains or losses calculated by the effective
interest method which do not belong to any hedging relationships are recognized in
profit or loss when the financial assets are derecognized, reclassified, amortized or
impaired.

For financial assets measured at amortized cost, the Group recognizes interest
income using effective interest method. The Group calculates and recognizes interest
income through book value of financial assets multiplying effective interest, except for
the following circumstances:

1) For purchased or originated credit-impaired financial assets with credit
impairment, the Group calculates and recognizes its interest income based on
amortized cost of the financial asset and the effective interest through credit
adjustment since initial recognition.

2) For purchased or originated financial assets without credit impairment incurred
while with credit impairment incurred in subsequent periods, the Group
calculates and recognizes its interest income based on amortized cost of the
financial asset and the effective interest in subsequent periods. If the credit
risk of the financial asset is reduced during subsequent periods and credit
impairment does not exist, the Group shall calculate and recognize interest
income through book value of financial assets multiplying effective interest.
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10. Financial instruments (Continued)
2) Measurement of financial instruments (Continued)
@ Financial assets (Continued)
(i) Financial assets measured at fair value through profit or loss (“FVTPL").

Financial assets that do not meet the criteria for being measured at amortized
cost or FVTOCI are categorized into financial assets measured at FVTPL. On initial
recognition, the Group may irrevocably designate a financial asset as measured
at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.
Other than financial assets included in a portion of hedging relations, the Group
subsequently measured these financial assets at fair value, gains or losses arising
from changes in fair value and dividends and interest income related to these
financial assets shall be recognized into profit or loss for the period.

The Group’s financial assets measured at FVTPL include monetary funds, tradable
equity instrument investments, investments in private funds and derivatives classified
as financial assets, which are presented under the items “tradable financial assets”,
“other non-current financial assets” and “derivative financial assets” in the balance
sheet. The Group has no financial assets designated as at FVTPL.

(iii) Financial assets measured at fair value with changes included in other comprehensive
income (“FVTOCI”).If the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest on the principal
amount outstanding, and the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash flows and selling the
financial assets, the Group shall classify the financial asset into the financial assets
at FVTOCI. After initial recognition, the financial assets are measured subsequently at
fair value. The interest calculated by the effective interest method, impairment losses
or gains and exchange gains or losses are recognized in profit or loss and other gains
or losses are recognized in other comprehensive incomes. The accumulated gains or
losses recognized in other comprehensive incomes will be reclassified in profit or loss
upon derecognition of the financial assets.

The Group’s financial assets at FVTOCI are presented in the line item “financing with
receivables” in the balance sheet.

(iv) Designated as financial assets at fair value through other comprehensive income
(“FVTOCI”). On initial recognition, the Group may irrevocably designate a non-tradable
equity instrument investments as financial asset measured at FVTOCI. After initial
recognition, the financial assets are subsequently measured at fair value. Except that
dividends (excluding recovery of investment costs) from these equity instruments are
recognized in profit or loss, other relevant gains and losses are recognized in other
comprehensive income and will not be reclassified to profit or loss subsequently.

The financial assets designated as financial assets measured at FVTOCI are set out
under the item “investments in other equity instrument”.
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10. Financial instruments (Continued)

2) Measurement of financial instruments (Continued)

@

Financial liabilities

Financial instruments issued by the Group are classified into financial liabilities or equity
instruments on the basis of the substance of the contractual arrangements and the economic
nature not only its legal form, together with the definition of financial liability and equity
instruments on initial recognition.

On initial recognition, financial liabilities are classified into financial liabilities at fair value
through profit or loss and other financial liabilities.

(i)

Financial liabilities at FVTPL consist of financial liabilities held for trading (including
derivatives classified as financial liabilities) and those designated as at FVTPL.

Financial liabilities meet one of the following conditions, indicating that the Group’s
purpose of undertaking the financial liabilities is transactional:

= The purpose of undertaking relevant financial liabilities is mainly for the recent
repurchase;

- The relevant financial liabilities are part of the centrally managed identifiable
financial instrument portfolio at initial recognition, and there is objective
evidence that there is a short-term profits will presence in the near future;

- Related financial liabilities are derivatives, except for derivatives that meet
the definition of a financial guarantee contract and that are designated as
effective hedging instruments.

After initial recognition, subsequent measurement of such financial liabilities is carried
out at fair value. Except for hedging accounting, gains or losses (including interest
expenses) arising from changes in the fair value of transactional financial liabilities
are included in the current profits and losses. If a financial liability is designated as
a financial liability measured at fair value and whose changes are included in the
current profit and loss, the change in the fair value of the financial liability caused
by the change in the enterprise’s own credit risk is included in other comprehensive
income, and other fair value changes are included in the current profit and loss. If
the impact of the change in the credit risk of the financial liability is included in other
comprehensive income that will cause or expand the accounting mismatch in the
profit and loss, the Group shall include the entire gain or loss of the financial liability
in the current profit and loss.

The Group’s financial liabilities measured at FVTPL are derivatives classified as

financial liabilities which are presented as” derivative financial liabilities” in the
balance sheet.
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10. Financial instruments (Continued)
2) Measurement of financial instruments (Continued)
@ Financial liabilities (Continued)

(i) Other financial liabilities Other financial liabilities, except for financial liabilities
arising from transfer of financial assets does not satisfy derecognition criteria or
continue involvement of transferred financial assets and financial guarantee contracts
liability, are subsequently measured at amortized cost, with gain or loss arising from
derecognition or amortization recognized in profit or loss. The Group’s financial
liabilities measured at amortized cost include bills payable, accounts payable, other
payables, long-term payables, loans and bonds payable etc.

That the Group and its counterparty modify or renegotiate the contract does not
result in derecognition of a financial liability subsequently measured at amortized
cost but result in changes in contractual cash flows, the Group will recalculate the
carrying amount of the financial liability, with relevant gain or loss recognized in profit
or loss. The Group will determine carrying amount of the financial liability based on
the present value of renegotiated or modified contractual cash flows discounted at
the financial liability’s original effective interest rate. For all costs or expenses arising
from modification or renegotiation of the contract, the Group will adjust the modified
carrying amount of the financial liability and make amortization during the remaining
term of the modified financial liability.

The term of the financial liability measured at amortized cost is under one year
(inclusive), the financial liability is presented as current liability; the financial liability
with the term over one year but will fall due within one year (inclusive) since the
balance sheet date, it is present as non-current liability due within one year; others
are presented as non-current liability.

(iii) Financial guarantee contracts A financial guarantee contract is a contract by which
the issuer is required to compensate specific amount to the contract holder suffering
losses in case the specific debtor fails to settle the debt in accordance with the initial
or revised terms of debt instrument when the debt falls due. After initial recognition,
the Group measure financial guarantee contracts at the higher of: (i) amount of
loss allowance; and (ii) the amount initially recognized less cumulative amortization
recognized in accordance with related terms of Standards for Revenue.

3) Measurement method of financial instruments’ fair value

For financial instruments that active markets exist, the Group uses the quoted prices in the active
markets to determine their fair value. If there is no active market for the financial instruments, the
Group uses valuation techniques to determine their fair value. The valuation techniques mainly
include market approach, income approach and cost approach. In limited conditions, if there is
no sufficient updated information to determine the fair value, or the range of estimated fair value
is so wide that the cost indicates the best estimate of the fair value, the cost may represent the
appropriate estimate of the fair value within the distribution range. The Group makes use of all
available information concerning the investee’s business performance and operation to determine if
the cost may represent its fair value.
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10. Financial instruments (Continued)
4) Impairment of financial instruments

The Group shall recognize an impairment loss for expected credit losses on financial assets
measured at amortized cost, financial assets at FVTOCI, contract assets and financial guarantee
contracts.

The Group makes a loss allowance against amount of expected credit losses during the whole life of
the contract assets and accounts receivable that exclude significant financing component or do not
consider the financing component in the contract within one year arising from transactions adopting
New Standards for Revenue.

For other financial instruments, the Group assesses changes in credit risks of the relevant financial
instruments since initial recognition at each balance sheet date. If the credit loss of the financial
instruments has been significantly increased since initial recognition, the Group will make a loss
allowance at an amount of expected credit loss during the whole life; if not, the Group will make a
loss allowance for the financial instruments at an amount in the future 12-month expected credit
losses. The increased or reversed amount of credit is recognized in profit or loss as impairment loss
or gain. The Group has makes a loss allowance against amount of expected credit losses during the
whole life in the prior accounting period. However, at the balance sheet date, the credit risk on a
financial instrument has not increased significantly since initial recognition; the Group will measure
the loss allowance for that financial instrument at an amount in the future 12-month expected credit
losses. Reversed amount of loss allowance arising from such circumstances shall be included in
profit or loss as impairment gains.

@ Significant increase of credit risk

The Group will make use of reasonable and supportable forward-looking information that is
available to determine whether credit risk has increased significantly since initial recognition
through comparing the risk of a default occurring on the financial instruments as at the
reporting date with the risk of a default occurring on the financial instruments as at the
date of initial recognition. For financial guarantee contracts, when applying the provision of
impairment of financial instruments, the Group shall take the date when it becomes the party
making an irrevocable undertaking as the initial confirmation date.

The Group will take the following factors into consideration when assessing whether credit
risk has increased significantly:

= Significant changes in internal price indicators of credit risk as a result of a change in
credit risk;

- Adverse changes in business, financial or economic conditions that are expected to
cause a significant change in the debtor’s ability to meet its debt obligations;

- An actual or expected significant change in the operating results of the debtor;

- Significant adverse change in the regulatory, economic, or technological environment
of the debtor;

- Significant changes in the value of the collateral supporting the obligation or in the
quality of third-party guarantees or credit enhancements, which are expected to
reduce the debtor’s economic incentive to make scheduled contractual payments or
to otherwise have an effect on the probability of a default occurring;
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10. Financial instruments (Continued)
(4) Impairment of financial instruments (Continued)
@ Significant increase of credit risk (Continued)

- Significant changes in circumstances expected to reduce the debtor’'s economic
incentive to make scheduled contractual payments;

- Expected changes in the loan documentation including an expected breach of
contract that may lead to covenant waivers or amendments, interest payment
holidays, interest rate step-ups, requiring additional collateral or guarantees, or other
changes to the contractual framework of the financial instruments;

- Significant changes in the expected performance and behavior of the debtor;
- Past due period of contract payment exceeds (inclusive) 30 days.

At balance sheet date, if the Group judges that the financial instruments solely has lower
credit risk, the Group will assume that the credit risk of the financial instruments has not been
significantly increased since initial recognition. If the risk of default on financial instruments
is low, the borrower’s ability to meet its contractual cash flow obligations in the short term is
strong, and even if the economic situation and operating environment are adversely changed
over a long period of time, it may not necessarily reduce the borrower’s ability to fulfill its
contractual cash flow obligations, the financial instrument is considered to have a lower
credit risk.

@ Credit-impaired financial assets
When the Group expected occurrence of one or more events which may cause adverse
impact on future cash flows of a financial asset, the financial asset will become a credit-
impaired financial assets. Objective evidence that a financial asset is impaired includes the
following observable events:

- Significant financial difficulty of the issuer or debtor;

- A breach of contract by the debtor, such as a default or delinquency in interest or
principal payments;

- The creditor, for economic or legal reasons relating to the debtor’s financial difficulty,
granting a concession to the debtor;

- It becoming probable that the debtor will enter bankruptcy or other financial
reorganizations;

- The disappearance of an active market for that financial asset because of financial
difficulties of the issuer or the debtor;

- Purchase or originate a financial asset with a large scale of discount, which reflects
facts of credit loss incurred.
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10. Financial instruments (Continued)

(4) Impairment of financial instruments (Continued)

€)

Determination of expected credit loss

The Group determines expected credit losses of relevant financial instruments using the
following methods:

- For a financial asset, a credit loss is the present value of the difference between the
contractual cash flows that are due to the Group under the contract and the cash
flows that the Group expects to receive;

- For a financial guarantee contract, the credit loss is the present value of the
differences between estimated amount paid by the Group for the credit losses
incurred by the contract holder and the amount the Group expects to receive from the
contract holder, the debtor or any other party;

- For a financial asset with credit-impaired at the balance sheet date, the credit loss
is the difference between the asset’s gross carrying amount and the present value
of estimated future cash flows discounted at the financial asset’s original effective
interest rate.

The factors reflected in methods of measurement of expected credit losses include an
unbiased and probability-weighted amount that is determined by evaluating a range of
possible outcomes; time value of money; reasonable and supportable information about past
events, current conditions and forecasts on future economic status at balance sheet date
without unnecessary additional costs or efforts.

Write-down of financial assets

When the Group will no longer reasonably expect that the contractual cash flows of financial
assets can be collected in aggregate or in part, the Group will directly write down the
carrying amount of the financial asset, which constitutes derecognition of relevant financial
assets.

(5) Recognition basis and measurement method for the transfer of financial assets and financial
liabilities

@

Transter of financial assets

A financial asset of the Group is derecognised when it meets one of the following conditions:
(i) the contractual rights to the cash flows from the financial asset expire, or (ii) the financial
asset has been transferred and the Group transfers substantially all the risks and rewards of
ownership of the financial asset; (iii) the financial asset has been transferred, although the
Group neither transfers nor retains substantially all the risks and rewards of ownership of the
financial asset, it has not retained control.

If the Group neither transfers nor retains substantially all the risks and rewards of ownership
of a financial asset, and has retained control, it continues to recognise the financial asset to
the extent of its continuing involvement in the financial asset, and recognises related financial
liabilities correspondingly.
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10. Financial instruments (Continued)
(5) Recognition basis and measurement method for the transfer of financial assets and financial

liabilities (Continued)
@ Transfer of financial assets (Continued)

On derecognition of a financial asset in its entirety, the difference between the following
two items is recognised in profit or loss: (i) the carrying amount measured at the date of
derecognition and (ii) the sum of the consideration received and the accumulated change
amount of fair value recognised directly in other comprehensive income for the corresponding
derecognition financial asset (relating to a financial asset measured at fair value through
other comprehensive income).

If a financial asset is partly transferred, the entire carrying amount of the financial asset is
split into the derecognised part and retained part according to their respective fair value at
the derecognition date, and the difference between the following two items is recognised in
profit or loss: a) the carrying amount measured at the date of derecognition which is allocated
to the derecognized part; and b) the sum of the consideration received for the derecognised
part and the accumulated change amount of fair value which has been recognised in other
comprehensive income belonging to the corresponding derecognised part (relating to a
financial asset measured at fair value through other comprehensive income).

When a non-traded equity instrument designated as measured at fair value through other
comprehensive income is derecognised, the accumulated gains or losses recorded in other
comprehensive income will be carried forward to retained earnings.

@ Financial liabilities

When the present obligation specified in the contract is extinguished, the Group derecognizes
a financial liability (or a part of a financial liability). An agreement between the Group (an
existing debtor) and an existing lender to replace the original financial liability with a new
financial liability with substantially different terms is accounted for as an extinguishment of
the original financial liability and the recognition of a new financial liability.

When a financial liability (or a part of a financial liability) is derecognized, the Group
recognizes the difference between the carrying amount of the financial liability (or a part of
the financial liability) and the consideration paid (including any non-cash assets transferred
or liabilities assumed) in profit or loss. When the Group derecognizes a financial liability or
a part of it, it recognizes the difference between the carrying amount of the financial liability
(or part of the financial liability) derecognized and the consideration paid (including any non-
cash assets transferred or new financial liabilities assumed) in profit or loss.

(6) Offsetting of financial assets and financial liabilities

Where the Group has a legal right that is currently enforceable to set off the recognized financial
assets and financial liabilities, and intends either to settle on a net basis, or to realize the financial
asset and settle the financial liability simultaneously, a financial asset and a financial liability shall be
offset and the net amount is presented in the balance sheet. Except for the above circumstances,
financial assets and financial liabilities shall be presented separately in the balance sheet and shall
not be offset.
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11. The approach and accounting treatment of expected credit losses (ECL) (Continued)
(1) The approach of expected credit losses

The Group recognizes loss allowance based on ECL on financial assets that are measured at
amortized cost (including accounts receivable), financial assets measured at fair value through other
comprehensive income (including receivables for financing), lease receivables, contract assets,
as well as loan commitments which the Group does not classify to the financial liabilities measured
at fair value through profit or loss and financial guarantee contracts which are not measured at fair
value through profit or loss.

The Group assesses whether the credit risk on financial instruments have increased significantly
since initial recognition at each balance sheet date and divides the credit risk impairment process
into three stages and adopts different accounting treatment: (i) In the first stage, the credit risk on
financial instruments has not significantly increased since initial recognition. The Group measures the
loss allowance for the financial instruments at an amount equal to 12-month expected credit losses,
and calculates interest income by applying the effective interest rate to the gross carrying amount of
the financial assets. (ii) In the second stage, the credit risk on financial instruments has significantly
increased since initial recognition which are not subject to impairment. The Group measures the loss
allowance for the financial instruments at an amount equal to the lifetime expected credit losses,
and calculates interest income by applying the effective interest rate to the gross carrying amount of
the financial assets. (iii) In the third stage, the financial instruments are subject to impairment since
initial recognition. The Group measures the loss allowance for the financial instruments at an amount
equal to the lifetime expected credit losses, and calculates interest income by applying the effective
interest rate to the net carrying amount (gross carrying amount minus the impairment allowance) of
the financial instruments.

@ The approach of expected credit losses for the financial instruments with a low risk of default

The Group assumes that the credit risk on a financial instrument has not increased
significantly since initial recognition directly without comparing the credit risk with that on
initial recognition if the financial instrument is determined to have a low credit risk at the
balance sheet date.

If the financial instrument has a low risk of default, the debtor has a strong capacity to meet
its contractual cash flow obligations in the near term and adverse changes in economic and
business conditions in the longer term may, but will not necessarily, reduce the ability of the
debtor to fulfil its contractual cash flow obligations, the financial instrument is considered to
have a low credit risk.

@ The approach of expected credit losses for accounts receivable, contract assets,and lease
receivables

(i) Accounts receivable and contract assets not containing a significant financing
component The Group adopts simplified approach, i.e. the measurement of lifetime
ECL, to determine the impairment losses for accounts receivable and contract assets
not containing a significant financing component that result from transactions within
the scope of Accounting Standards for Business Enterprises No. 14- Revenue.
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11. The approach and accounting treatment of expected credit losses (ECL) (Continued)
(1) The approach of expected credit losses (Continued)

@ The approach of expected credit losses for accounts receivable, contract assets,and lease
receivables (Continued)

(i) Accounts receivable, contract assets and lease receivables containing a significant
financing component

For accounts receivable, contract assets that contain significant financing
components, and lease receivables specified in the Accounting Standards for
Business Enterprises No. 21-Leases, the Group uses the general method, that is, the
“three-stage” model to measure loss reserves.

©) The approach of expected credit losses for other financial instruments

The Group adopts the normal approach, i.e. the three-stage model, to determine the
impairment losses for other financial instruments except aforementioned financial assets, like
debt investments, other debt investments, other receivables, long-term receivables excluding
lease receivables, financial guarantee contracts and loan commitments etc.

The Group considers the following factors for ECL measurement when assessing whether the
credit risk on financial instruments has significantly increased or not:

- Significant changes in internal price indicators of credit risk as a result of a change in
credit risk;

- Adverse changes in business, financial or economic conditions that are expected to
cause a significant change in the debtor’s ability to meet its debt obligations;

- An actual or expected significant change in the operating results of the debtor;

= Significant adverse change in the regulatory, economic, or technological environment
of the debtor;

- Significant changes in the value of the collateral supporting the obligation or in the
quality of third-party guarantees or credit enhancements, which are expected to
reduce the debtor’s economic incentive to make scheduled contractual payments or
to otherwise have an effect on the probability of a default occurring;

- Significant changes in circumstances expected to reduce the debtor's economic
incentive to make scheduled contractual payments;

- Expected changes in the loan documentation including an expected breach of
contract that may lead to covenant waivers or amendments, interest payment
holidays, interest rate step-ups, requiring additional collateral or guarantees, or other
changes to the contractual framework of the financial instruments;

- Significant changes in the expected performance and behavior of the debtor;

- Past due period of contract payment exceeds (inclusive) 30 days.
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11. The approach and accounting treatment of expected credit losses (ECL) (Continued)
(1) The approach of expected credit losses (Continued)

)

® The approach of expected credit losses for other financial instruments (Continued)

At balance sheet date, if the Group judges that the financial instruments solely has lower
credit risk, the Group will assume that the credit risk of the financial instruments has not been
significantly increased since initial recognition. If the risk of default on financial instruments
is low, the borrower’s ability to meet its contractual cash flow obligations in the short term is
strong, and even if the economic situation and operating environment are adversely changed
over a long period of time, it may not necessarily reduce the borrower’s ability to fulfill its
contractual cash flow obligations, the financial instrument is considered to have a lower
credit risk.

The accounting treatment of expected credit losses

The Group remeasures ECL at each balance sheet date to reflect the credit risk change of
financial instruments after initial recognition and recognizes the additional or reverse amount of the
impairment allowance in profit or loss of the current period as impairment losses or gains, which
will be deducted from the carrying amount of the financial assets in the balance sheet, or recorded
to the provisions for loan commitments or financial guarantee contracts or in other comprehensive
income for financial assets measured at fair value through other comprehensive income depending
on the category of the financial instruments.

12. Inventories

(1)

)

Categories of inventories

Inventories are the finished goods or commodities that the Group holds to sell, the work in progress
in production process, and the material and goods consumed during the production process or
service rendering process in daily operation. Inventories include raw materials, revolving materials
(packaging materials and low-value consumables etc.), consigned processing materials, work in
progress, self-manufactured semi-finished product, finished goods (commodities) and costs to fulfil
contracts, properties under development, completed properties held for sale etc.

Valuation method of inventories upon delivery
The actual cost of inventories upon delivery is calculated using the first-in-first-out or weighted
average method. Cost of finished goods and work in progress comprise all costs of materials, direct

labor costs and other manufacturing overheads allocated on a normal production capacity and
systematic basis.
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12. Inventories (Continued)
3) Basis for determining net realizable value of inventories and provision methods for decline in

value of inventories

At the balance sheet date, inventories are measured at the lower of cost and net realizable value. If
the net realizable value is below the cost of inventories, a provision for decline in value of inventories is
made. Net realizable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion, the estimated costs necessary to make the sale and relevant taxes.
Net realizable value is determined based on clear evidence obtained, and takes into consideration
the purposes of holding inventories and effect of post balance sheet events.

After the provision for decline in value of inventories is made, if the circumstances that previously
caused inventories to be written down below cost no longer exist so that the net realizable value of
inventories is higher than their carrying amount, the original provision for decline in value is reversed
and the reversal is included in profit or loss for the period.

4) Inventory system
The perpetual inventory system is maintained for stock system.
(5) Amortization method for low cost and short-lived consumable items and packaging materials

Packaging materials and low cost and short-lived consumable items are using either one-off
amortization method or multiple-stage amortization method.

(6) Properties under development and completed properties held for sale

Costs of properties under development and completed properties held for sale mainly consist
of acquisition cost of land use rights, expenditures of land development, infrastructure costs,
construction costs, capitalized borrowing costs and other relevant costs. The expenditure of
development land is included in the development cost. The construction expenditures of public
facilities (the facilities approved by the relevant government departments such as roads) form part
of property development costs and are allocated to respective individual properties projects. Cost of
property development product is calculated based on actual costs incurred.

13. Contract assets and contract liabilities
(1) Contract assets
The Group presents the right to consideration in exchange for goods or services that it has
transferred to a customer as a contract asset when that right is conditioned on something other than
the passage of time. The contract assets are subject to impairment based on expected credit losses.

The approach and accounting treatment of expected credit losses for contract assets refers to Note
ARE
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13. Contract assets and contract liabilities (Continued)
2) Contract liabilities

The Group presents the obligation to transfer goods or services to a customer for which it has
received (or the amount is due) from the customer as a contract liability.

The Group presents the contract assets and contract liabilities under the same contract as a net
amount.

14. Long-term equity investment

(1)

)

Determination of initial investment cost

Long-term equity investment acquired through a business combination: For a business combination
involving enterprises under common control, the initial investment cost of a long-term equity
investment is the holding share of the acquiree’s equity in the ultimate controlling party’s
consolidated financial statements measured at the carrying amounts at the acquisition date. For a
business combination not involving enterprises under common control, the initial investment cost
of a long-term equity investment is the cost of acquisition determined at the date of acquisition. For
a long-term equity investment acquired in cash, the initial investment cost is the amount of cash
paid. For a long-term equity investment acquired by issuing equity securities, the initial investment
cost is the fair value of the equity securities issued. For a long-term equity investment acquired by
debt restructuring, the initial investment cost is determined according to related requirements of
Accounting Standards for Business Enterprises No. 12- Debt Restructuring. For a long-term equity
investment acquired by exchange of non-cash assets, the initial investment cost is determined
according to related requirements of Accounting Standards for Business Enterprises No. 7-
Exchange of Non-monetary Assets.

Subsequent measurement and recognition of profit or loss

Where the Group is able to exercise control over an investee, the long-term equity investment
is accounted for using the cost method. Where the Group has investment in associates and
joint ventures, the long-term equity investment is accounted for using the equity method. Where
portion of the long-term equity investment in an associate is indirectly held through venture capital
organizations, mutual funds, trust companies or similar entities including investment-linked insurance
funds, regardless whether these entities can exercise significant influence on the investments, the
Group treats the investment portion according to Accounting Standards for Business Enterprises No.
22- Financial Instrument Recognition and Measurement and accounts for the remaining portion using
the equity method.
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14. Long-term equity investment (Continued)
3) Basis for recognition of joint control or significant influence over an investee

Joint control of an investee is that the decision of activities that can significantly affect the
arrangement’s return must require the unanimous consent of the parties sharing control, including
sale and purchase of goods or services, financial assets management, purchase and disposal of
assets, research and development activity and financing activities etc. The Group holding of 20%-
50% voting capital of the investee presents it can exercise significant influence over the investee.
The Group usually can exercise significant influence over the investee even its voting capital less
than 20% if it can meet one of the following situations: Appointing representatives in the board of
directors or similar governing body of the investee; Participating in the strategy and policy decision
process; Delegating management personnel; The investee relying on the Group’s technique or
technical material; Significant transactions occur between the Group and the investee.

4) Impairment loss of long-term equity investments

If the recoverable amounts of the investments to subsidiaries, joint ventures and associates are
less than their carrying amounts, an impairment loss should be recognized to reduce the carrying
amounts to the recoverable amounts (Note V 20)

(5) The disposal of long-term equity investment

On disposal of a long term equity investment, the difference between the proceeds actually received
and receivable and the carrying amount is recognized in profit or loss for the period.

If the Group loses its control over the investee because of the disposal of partial equity investment
and the remaining equity investment still have joint control or significant influence on the investee,
then equity method should be adopted to record long-term equity investment when preparing the
financial statements as if the equity investment is all the way accounted for under equity method
from the date the Group acquired this investment. If the remaining equity investment does not have
joint control or significant influence on the investee, the equity investment should be recorded
according to the recognition and measurement of financial assets and the difference between
the carrying amount and fair value of the equity investment on the date of losing control shall be
included in profit or loss for the current year. The other comprehensive income recognized before
the Group had controlled over the investee under equity method or the financial assets recognition
and measurement standard should be treated referring to the same fundamental of disposing related
assets and liabilities on losing its control over the investee. The other changes in shareholders’
equity of the investee’s net assets except the net profit or loss, other comprehensive income and
profit distribution will be included in profit or loss for the current year of losing its control over the
investee. If the residual interests were measured under the equity method, the Group proportionally
carries over the other comprehensive income and other shareholders’ equity. If the residual interests
were measured under the financial assets recognition and measurement standard, the Group wholly
carries over the other comprehensive income and other shareholders’ equity.
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15.

Investment properties

Investment properties include properties held to earn rentals or for capital appreciation or properties in
construction which will be used to earn rentals or for capital appreciation in the future. An investment
property is measured initially at cost. Subsequent expenditures incurred for such investment property are
included in the cost of the investment property if it is probable that economic benefits associated with an
investment property will flow to the Group and the subsequent expenditures can be measured reliably. Other
subsequent expenditures are recognized in profit or loss in the period in which they are incurred.

The Group uses the cost model for subsequent measurement of investment property, and adopts a
depreciation or amortization policy for the investment property according to estimated useful lives and net
salvage value for buildings or land use rights. The estimated useful lives, estimated residual values and
annual depreciation rates of investment properties by category are as follows:

Annual

Estimated Estimated depreciation

Category useful lives residual values (amortization) rate
(%) (%)

Buildings and structures 15-40 years 3-5 2.38-6.47
Land use rights 40-70 years - 1.43-2.50

When the purpose of the investment properties is changed to self-use, the investment properties are
transferred to fixed assets or intangible assets from the date the purpose is changed. When the purpose of
the self-use buildings or land use rights are changed to held for earning rentals or capital appreciation, the
buildings are transferred from fixed assets or intangible assets to investment properties from the date the
purpose is changed. The carrying amounts of the buildings remain unchanged before and after the purpose
change.

The estimated useful lives, estimated residual values and depreciation (amortization) rate of investment
properties are reviewed and adjusted as appropriate at each year-end.

When an investment property is sold or retired from its use and the expected not to be able to recover
economic benefits from disposal, the investment property should be de-recognized. When an investment
property is sold, transferred, retired or damaged, the Group recognizes the amount of any proceeds on
disposal net of the carrying amount and related taxes in profit or loss for the period.

If the recoverable amounts of the investment properties are less than the carrying amount, the carrying
amount will be reduced to the recoverable amounts (Note V 20).
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16. Fixed assets
(1) Recognition criteria for fixed assets

Fixed assets refer to tangible assets held for the purpose of producing commodities, services
rendering, renting or business administration with useful lives exceeding one accounting year. Fixed
assets can be recognized when the following criteria are met: (a) It is probable that the economic
benefits relating to the fixed assets will flow into the Group; and (b) The costs of the fixed assets can
be measured reliably.

(2) Classification and depreciation method of fixed assets

The categories of fixed assets mainly include: buildings, machinery & equipment, electronic
equipment and transportation vehicles. The Group adopts the straight line method for depreciation.
The useful life and residual value of an asset is assessed based on its nature and the manner of use.
At the end of each financial year, the useful lives, residual values and the depreciation method are
reviewed, and adjusted if there are variances with the original estimates. Other than fully depreciated
assets which are still in use and land individually measured and recorded, depreciation is provided
for all fixed assets.

Annual

Residual depreciation

Category Depreciation Useful life value rate

(vear) (%) (%)

Buildings and structures the straight-line method 15-40 3-5 2.38-6.47
Temporary buildings and

structures the straight-line method 3-5 3-5 19.00-32.33

Machinery and equipment the straight-line method 3-14 3-5 6.79-32.33

Transportation vehicles the straight-line method 5-12 3-5 7.92-19.40

Office equipment and others  the straight-line method 5-12 3-5 7.92-19.40

3) Other explanations

If a fixed asset is upon disposal or no future economic benefits are expected to be generated from
its use or disposal, the fixed asset is derecognized. When a fixed asset is sold, transferred, retired
or damaged, the amount of any proceeds on disposal of the asset net of the carrying amount and
related taxes is recognized in profit or loss for the period.

If the recoverable amounts of the fixed assets are less than the carrying amount, the carrying amount
will be reduced to the recoverable amounts (Note V 20).
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17.

18.

Construction in progress

The construction in progress of the Group includes self-construction and sub-contracting construction.
Construction in progress is transferred to fixed assets when it has reached the working condition for its
intended use. The recognition criteria of intended use include any of the followings: The tangible work of
fixed assets (including installation) have been entirely or substantively completed; Trial production or trial
operation has occurred whose outcome indicates the asset can be operated properly or manufacture quality
product steadily; No expenditure or insignificant expenditure occur subsequently for the constructed asset;
The constructed asset has achieved or substantively achieved the requirement of design or contract.

If the recoverable amounts of the construction in progress are less than the carrying amount, the carrying
amount will be reduced to the recoverable amounts (Note V 20).

Borrowing costs
(1) Recognition criteria for capitalization of borrowing costs

Borrowing costs are capitalized when they are directly attributable to the acquisition, construction
or production of a qualifying asset and included in the cost of related assets. Other borrowing costs
are recognised as expenses and recorded in profit or loss for the current period when incurred.
Qualifying assets that meet conditions for capitalization are fixed assets, investment property,
inventory or other assets that take a substantial period of time for construction or production in order
to get ready for their intended use or sale.

2) Calculation of capitalization cost

Capitalization period refers to the period from commencement of capitalization of borrowing costs
to its termination. The period during which capitalization is suspended is excluded. Capitalization of
borrowing costs is suspended during periods in which the acquisition, construction or production of
a qualifying asset is suspended abnormally and when the suspension is for a continuous period of
more than 3 months.

For designated borrowings, the amount of interest to be capitalized is the actual interest expense
incurred on that borrowing less any bank interest earned from unused funds of the designated
borrowings or any investment income on the temporary investment of those funds. For funds
borrowed for general purpose, the amount of interest to be capitalized on such borrowings is
calculated by applying a capitalization rate to the weighted average of the excess amounts of
cumulative expenditures on the asset over and above the amounts of designated borrowings.
Capitalization rate is determined by calculating weighted average interest rate of general borrowings.
If there is any premium or discount of the borrowings, the interest cost shall be adjusted in every
accounting period by the amortized amount of premium or discount calculating by effective interest
method.

2020 INTERIM REPORT

129



Financial Statements

For the six months ended 30 June 2020

V. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

(CONTINUED)
18. Borrowing costs (Continued)
2) Calculation of capitalization cost (Continued)

Effective interest method is the method to calculate the amortization amount of premium or discount
or interest expenses by the effective interest rate of the borrowings. The effective interest rate is the
interest rate to discount the future cash flow of the borrowing during its expected duration to the
present carrying amount of the borrowing.

During the capitalization period, the exchange differences of foreign currency special loans are all
capitalized; the exchange differences of foreign currency general loans are included in the current
profit and loss.

19. Intangible assets
(1) Valuation methods, Service life, impairment test
@ The measurement of intangible assets

The Group’s intangible assets include land use rights, concession assets, mining rights,
software, patent and proprietary technology etc. Intangible assets are measured initially at
cost. During the course of transformation of the Group into a limited liability Group, the initial
costs of intangible assets injected by the State-owned shareholder were measured based on
the valuation amount approved by the State-owned assets management authority.

The actual cost of the purchased intangible assets shall be the actual price paid and
related expenses. The actual cost of the intangible assets invested by the investor shall be
determined at the value agreed in the investment contract or agreement, but if the value
agreed in the contract or agreement is not fair, the actual cost shall be determined at the fair
value. The cost of self-developed intangible assets is the total expenditure incurred before
reaching the intended use.

The amortization method of intangible assets with limited service life is as follows:

Asset class Useful life Amortization method
(Year)

Land use rights 40-70 Straight line method

Mining rights Amortization is calculated Units of production

based on the units of method
production method based
only on proved mining

reserves.
The right to use the franchise Note1
Software 3-5 Straight line method
Patent and proprietary technologies 5-20 Straight line method
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19.

Intangible assets (Continued)

(1)

Valuation methods, Service life, impairment test (Continued)

@

The measurement of intangible assets (Continued)
Note 1: The right to use the franchise

The Group engages in certain service concession arrangements in which the Group carries
out construction work for the granting authority and receives in exchange a right to operate
the assets concerned in accordance with the pre-established conditions set by the granting
authority. The assets under the concession arrangements may be classified as intangible
assets or receivables from the granting authority.

The Group recognizes revenue and a financial asset to the extent that it has an unconditional
contractual right to receive specified or determinable amount of cash or another financial
asset from the granting authority, or to receive the shortfall from the granting authority, if any,
between amounts received from users of the public service and specified or determinable
amounts.

According to the contract, the Group has the right to charge fees from the service recipients
during a certain operating period after the related infrastructure construction is completed. If
the charge amount is undetermined, this right does not constitute any right of collecting cash
unconditionally. The Group recognizes revenue and intangible assets simultaneously.

The Group classifies the non-current assets linked to the long term investment in these
concession arrangements as “concession assets” within intangible assets on the balance
sheet if the intangible asset model is adopted. Once the underlying infrastructure of the
concession arrangements has been completed, the concession assets will be amortized over
the term of the concession on the straight-line basis under the intangible asset model.

If the financial asset model is applied, the Group recognizes financial assets resulted
from the concession arrangement in its balance sheet. After the completion of the relevant
infrastructure projects of the concession arrangement, the financial assets calculate the
interest and confirm the profit and loss according to the effective interest rate method during
the concession period.

At the end of each year, the estimated service life and amortization method of intangible assets
with a limited service life are reviewed and adjusted appropriately at the end of each year.

Judgment basis for uncertain service life

The Group will not be able to foresee the period during which the asset will bring economic
benefits to the Group, or intangible assets such as an indefinite period of use shall be
determined as intangible assets with an indefinite useful life. The basis for determining the
indefinite useful life is: derived from contractual rights or other statutory rights, but there is
no clear useful life in contract or legal provisions; it is still impossible to judge that intangible
assets bring economic benefits to the Group based on the industry situation or relevant
expert demonstrations. The duration of the benefit.

At the end of each year, the service life of intangible assets with uncertain service life is
reviewed, mainly in a bottom-up manner. The relevant departments of the use of intangible
assets conduct basic reviews and evaluate whether there are changes in the judgment basis
for uncertain service life.
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19. Intangible assets (Continued)
(1) Valuation methods, Service life, impairment test (Continued)
©) If the recoverable amounts of the intangible assets are less than the carrying amount, the

carrying amount will be reduced to the recoverable amounts (Note V 20).
2) Research and development expenditure

Specific standards for the research phase and development phase of internal research and
development projects, and specific standards for expenditures in the development phase to meet
the capitalization conditions

Expenditure during the research phase is recognized as an expense in the period in which it is
incurred. Expenditure during the development phase that meets all of the following conditions at the
same time is recognized as intangible asset:

- It is technically feasible to complete the intangible asset so that it will be available for use or
sale;

- The Group has the intention to complete the intangible asset and use or sell it;

= The Group can demonstrate the ways in which the intangible asset will generate economic
benefits;

- The availability of adequate technical, financial and other resources to complete the
development and the ability to use or sell the intangible asset;

- The expenditure attributable to the intangible asset during its development phase can be
reliably measured.

Expenditures that do not meet all of the above conditions at the same time are recognized in profit
or loss when incurred. Expenditures that have previously been recognized in the profit or loss
would not be recognized as an asset in subsequent years. Those expenditures capitalized during
the development stage are recognized as development costs incurred and will be transferred to
intangible asset when the underlying project is ready for an intended use.
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20.

21.

22.

Impairment of long-term assets

The Group assesses at each balance sheet date whether there is any indication that investments in
subsidiaries, the investment properties measured at historical cost, fixed assets, construction in progress,
right of use assets, intangible assets with finite useful lives, investments in subsidiaries, joint ventures
and associates may be impaired. If there is any indication that such assets may be impaired, recoverable
amounts are estimated for such assets. The recoverable amount of an asset is the higher of its fair value less
costs to sell and the present value of the future cash flow estimated to be derived from the asset. The Group
estimates the recoverable amount on an individual basis. If it is not possible to estimate the recoverable
amount of the individual asset, the Group determines the recoverable amount of the asset group to which
the asset belongs. Identification of an asset group is based on whether major cash inflows generated by the
asset group are largely independent of the cash inflows from other assets or asset groups.

Goodwill arising from a business combination is tested for impairment at least at each year end, irrespective
of whether there is any indication that the asset may be impaired. For the purpose of impairment testing,
the carrying amount of goodwill acquired in a business combination is allocated from the acquisition date
on a reasonable basis to each of the related asset groups; if it is impossible to allocate to the related asset
groups, it is allocated to each of the related set of asset groups. Each of the related asset groups or set
of asset groups is an asset group or set of asset group that is able to benefit from the synergies of the
business combination and shall not be larger than a reportable segment determined by the Group. If the
carrying amount of the asset group or set of asset groups is higher than its recoverable amount, the amount
of the impairment loss first reduced by the carrying amount of the goodwill allocated to the asset group or
set of asset groups, and then the carrying amount of other assets (other than the goodwill) within the asset
group or set of asset groups, pro rata based on the carrying amount of each asset.

Once the impairment loss of such assets is recognized, it is not be reversed in any subsequent period.
Long-term deferred expenses

Long-term deferred expenses refer to expenses that have been paid but their benefit period is more than
one year (excluding one year). Long-term deferred expenses will be amortized in the benefit periods. If one
long-term deferred expense can’t benefit the Group in the subsequent periods, the remaining balance of the
long-term deferred expense shall be recognised as expense in profit or loss for the current period.
Employee benefits

Employee benefits refer to all forms of consideration or compensation given by the Group in exchange for
service rendered by employees or for the termination of employment relationship. Employee benefits include

short-term employee benefits, post-employment benefits, termination benefits and other long-term employee
benefits.
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22. Employee benefits (Continued)
(1) Short-time employee benefits

During the accounting period in which the employees provide services, the Group’s actual short-
term remuneration is recognized as liabilities and included in the profits or losses of the current year
or recognized as respective assets costs. At the time of actual occurrence, The Group’s employee
benefits are recorded into the profits and losses of the current year or assets associated costs
according to the actual amount. The non-monetary employee benefits are measured at fair value.
Regarding to the health insurance, industrial injury insurance, maternity insurance and other social
insurances, housing fund and labor union expenditure and personnel education that the Group paid
for employees, the Group should recognize corresponding employees benefits payable and include
these expenses in the profits or losses of the current year or recognized as respective assets costs.

2) Post-employment benefits
Post-employment benefits are classified into defined contribution plans and defined benefit plans.

All the employees of the Group enjoy and participate in the endowment insurance plans set by local
government, which are called defined contribution plans. The Group takes certain proportion (no
more than upper limit) out of employees’ wages as endowment insurance, and pays to local labor
and social security institutes. Corresponding expenses shall be included in the profits or losses of
the period in which employees provide services or assets associated costs.

The Group provides supplementary pension benefits to certain retired employees, which is
considered as defined benefit plans. The defined benefit plans obligation is calculated semiannually
by independent actuaries using the projected unit credit method. The Group’s defined benefit
plans include the following components: (i) Service cost include current year service cost, past-
service cost and settlement gain or loss. Current year service cost means the increase of the value
of defined benefit plans resulted from the current year service offered by employee. Past-service
cost means the increase or decrease of the value of defined benefit plans resulted from the revision
of the defined benefit plans related to the prior year service offered by employee. (ii) Interest costs
of defined benefit plans payable. (iii) Changes related to the revaluation of defined benefit plans
liabilities.

Unless other accounting standards require or permit to charge the employee benefits into assets
cost, the Group charges (i) and (ii) mentioned above into profits or losses of the current year, and
recognize (iii) mentioned above as other comprehensive income without charging into profits or
losses in later accounting periods.

Part of subsidiaries of the Group provide medical benefits to the retired employees. The costs of
benefits are determined using the same accounting policies with defined benefit plans.
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22.

23.

Employee benefits (Continued)

3)

Termination benefits

Liabilities arising from termination benefits and staff internal retirement plan are recognized after
the edition of the termination agreement or notice to the employee. The Group should recognize
the employee benefits liabilities related to the compensation of the labor relationship termination
and charge to profit or loss at the time when the below two signals which happens earlier: The
Group cannot withdraw from the compensation plan of the labor relationship termination by itself.
The Group recognizes the costs or expenses of the reorganization involving the compensation of
termination. When the Group offers some compensation plans to encourage the employee to accept
the termination of the labor relationship voluntarily, the termination benefits are recognized based
on the expected number of employee who are willing to take the compensation plans. The specific
terms of the termination and early retirement plan varies according to the occupation, seniority and
location etc.

The Group provides internal retirement benefits to employees who are willing to retire voluntarily.
Internal retirement benefits refer to wages and social security fees the Group pays to employees
who retired earlier voluntarily with the approval of the management. Early retirement benefits are
recognized in the period in which the Group has entered into an agreement with the employee
specifying the terms of redundancy, or after the individual employee has been advised of the
specific terms. The accounting treatments of early retirement benefits are referring to termination
benefits. From the date on which the termination benefit requirements are fulfilled, the Group
recognizes monthly paid salaries and social benefits for these early retirees during the period from
the date of early retirement to the normal retirement date as employee benefits payable and charges
to profit or loss of the current year.

Provisions

Provisions are recognized when the Group has a present obligation related to a contingency, it is probable
that an outflow of economic benefits will be required to settle the obligation, and the amount of the obligation
can be measured reliably. The Group conducts initial measurement based on the best estimate of the
expenditure required to perform the relevant current obligations. If there is a continuous range of required
expenditures, and the possibility of various results within the range is the same, the best estimate is based
on the intermediate value is determined; if multiple projects are involved, the best estimate is determined
according to various possible results and related probabilities.

On the balance sheet date, the book value of the estimated liabilities should be reviewed. There is
conclusive evidence that the book value cannot truly reflect the current best estimate, and the book value
should be adjusted according to the current best estimate.
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24. Preference shares and perpetual bonds
(1) Classification of financial liabilities and equity instruments

Other financial instruments such as perpetual bonds issued by the Group (such as long-term rights-
containing medium-term notes) are classified as financial debt or equity instruments according to the
following principles:

@) To settle the contract obligation in cash, by other financial assets or exchange of
financial assets or liabilities. If the Group can't avoid paying cash or other financial assets
unconditionally to fulfill its obligation in one contract, the obligation of contract meets the
definition of financial liabilities.

@ To settle the contract obligation by the Group’s own equity instruments. If the financial
instrument shall or can be settled by the Group’s own equity instruments for the alternatives
of cash or other financial assets, the financial instrument is a financial liability of the Group; if
the holder of financial instrument can enjoy the rest equity benefit after the Group deducts all
liabilities from the assets, the financial instrument is an equity instrument of the Group.

©) To distinguish between derivative financial instrument and non-derivative financial instrument
when the Group shall or can settle the contract obligation using own equity instrument.
For non-derivative financial instrument, if the Group has no obligation to settle by issuing
convertible-quantity own equity instrument in the future, the non-derivative financial
instrument is an equity instrument. Conversely the non-derivative financial instrument is a
financial liability. For derivative financial instrument, if the Group can only settle the contract
obligation using fixed-quantity own equity instrument to exchange fixed-amount cash or other
financial assets, the derivative financial instrument is an equity instrument; if the Group uses
fixed-quantity own equity instrument to exchange convertible-amount cash or other financial
assets, or uses convertible-quantity own equity instrument to exchange fixed-amount cash
or other financial assets, or when the transfer price is not fixed, uses convertible-quantity
own equity instrument to exchange convertible-amount cash or other financial assets, the
derivative financial instrument is a financial liability or a financial asset.

2) The accounting treatment for perpetual bonds

The Group accounts for the financial instruments that is classified as financial liabilities by the
account “Bonds payable”, calculates interest and adjusts the carrying amount of the interests
payable etc. in accordance with the regulation of financial liability subsequent measurement with
amortized cost in the financial instrument recognition and measurement standard. The Group
accounts for the equity instruments in the account “other equity instruments” and treats the dividend
payments (including interests arising from instruments that are classified as equity instruments) as
profit distribution during the equity instruments’ existence.
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25. Revenues
(1) Accounting policies used in revenue recognition and measurement

The Group’s revenue is mainly from the following business types: Engineering contracting,Real estate
development,Equipment manufacturing,Resources development.

The Group recognises revenue at the allocated transaction price when it satisfies a performance
obligation in a contract, i.e. the customer obtains the control of related goods or services. Obtaining
control of related goods means the ability to direct the use of, and obtain substantively all the
benefits from it. A performance obligation is the Company’s a promise in a contract with a customer
to transfer to the customer a good or service (or a bundle of goods or services) that is distinct. The
transactions price is the amount of consideration to which the Company expects to be entitled in
exchange for transferring promised goods or services to a customer, excluding amounts collected
on behalf of third parties and amounts to be expected to repay the customer.

Where the contract entered into by the Group and the customer satisfies all of the following
conditions at the same time, the Group will recognize revenue when the customer obtains control
over relevant goods or services:

- The parties to the contract have approved the contract and are committed to perform their
respective obligations;

- The contract can identify each party’s rights and obligation regarding goods or services to
be transferred;

- The contract can identify the payment terms for the goods or services to be transferred;

- The contract has commercial substance (i.e. the risk, timing or amount of the Group’s future
cash flows is expected to change as a result of the contract); and

- It is probable that the Group will recover the consideration to which it will be entitled in
exchange for the goods or services that will be transferred to the customer.

If a contract meets the above criteria at contract inception, the Group shall not reassess those
criteria unless there is an indication of a significant change in facts and circumstances. If a contract
does not meet the above criteria at contract inception, the Group shall continue to assess the
contract and make accounting treatment when the above criteria are met. When a contract does
not meet the above criteria, the Group shall recognize the consideration received as revenue only
when the Group has no remaining obligations to transfer goods or services to the customers and the
consideration received from the customer is non-refundable; otherwise, the Group shall recognize
the consideration received from the customer as a liability.

@ Determining the transaction price

The transaction price is the amount of consideration to which the Group expects to be
entitled in exchange for transferring promised goods or services to a customer, excluding
amounts collected on behalf of third parties and amounts expected to be refunded to a
customer. The Group shall consider the terms of the contract and its customary business
practices to determine the transaction price. When determining the transaction price, the
Group may consider effects of factors such as the variable consideration, a significant
financing component, consideration payable to a customer and non-cash considerations.
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25. Revenues (Continued)
(1) Accounting policies used in revenue recognition and measurement (Continued)
@ Determining the transaction price (Continued)
(i) Variable consideration

In case of the existence of variable consideration (performance bonuses and
penalties etc.) in the contract, the Group shall determine the best estimate of variable
consideration based on the expected value or the most probably occurred amount.
The transaction price including variable consideration shall not exceed the amount
of the cumulative recognized revenue which is the most probably to be significantly
reversed when elimination of relevant uncertainty. At each balance sheet date, the
Group re-estimate the amount of variable consideration which should be included in
transaction price.

(i) A significant financing component

In case of the existence of a significant financing component in the contract, the
Group shall determine the transaction price on the assumption that the customer
has paid the amount payable by cash when obtaining the control over the goods
or services. Differences between transaction price and contract consideration
are amortized using effective interest method during the contract life. At contract
inception, if the period between when the Group transfers a promised good or service
to a customer and when the customer pays for that good or service will be one year or
less, the Group would not consider the significant component in the contract.

(iii) Consideration payable to a customer

In case of the existence of consideration payable to a customer in the contract, the
Group shall account for consideration payable to a customer as a reduction of the
transaction price and, therefore, of revenue unless the payment to the customer is in
exchange for a distinct good or service. The Group shall recognize the reduction of
revenue at the later of recognizing relevant revenue and paying (or promising to pay)
the consideration.

(iv) Non-cash consideration

In case of non-cash consideration paid by the customer, the Group shall determine
transaction price at fair value of non-cash consideration. If the fair value of the non-
cash consideration is not be estimated reasonably, the Group shall measure the
consideration indirectly by reference to the stand-alone selling price of the goods or
services promised to the customer.
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25. Revenues (Continued)

(1) Accounting policies used in revenue recognition and measurement (Continued)

@

Identification of stand-alone performance obligations in the contract

At contract inception, the Group assesses the contract and identify stand-alone performance
obligations. Performance obligations refer to commitment of the Group to transfer a distinct
good or service to the customer.

In the following circumstances, the Group takes the commitments to transfer of a good or
services to the customer as stand-alone performance obligations: (i) commitment to transfer
of a distinct good or services (or a group of goods or services); (ii) commitment to transfer of
a series of distinct goods or services with the same substances and the same transfer model.

If the goods or services committed by the Group to the customer meets the following
two conditions at the same time, those can be taken as distinct goods or services: (i) the
customer is able to benefit from the stand-alone good or services or from the good or
services together with other available source, namely, the good or services its own can
be distinct; (ii) the commitment to transfer the good or services is separated from other
commitments in the contract, namely, the commitment to transfer of the good or services is
distinct in the contract.

When determining whether the commitment to transfer the good or services can be distinct,
the Group uses judgement and comprehensively considers all facts and circumstances. The
following circumstances generally reflect that the commitment to transfer the good or services
is not separated from other commitments in the contract: (i) the Group provides a significant
service of integrating the goods or services with other goods or services promised in the
contract into a bundle of goods or services that represent the combined output for which the
customer has contracted; (ii) the goods or services significantly modifies or customizes other
goods or services promised in the contract; (iii) the goods or services are highly interrelated
with other goods or services promised in the contract.

Transaction price allocated to each stand-alone performance obligation

If there are two or more of performance obligations included in the contract, at the contract
inception, the Group allocates the transaction price to each single performance obligation
based on the proportion of stand-alone selling price of goods or services promised in each
stand-alone performance obligation. However, if there is conclusive evidence indicating
that the contract discount or variable consideration is only relative with one or more (not the
whole) performance obligations in the contract, the Group will allocate the contract discount
or variable consideration to relative one or more performance obligation. Stand-alone selling
price refers to the price of single sales of goods or services. If the stand-alone selling price
cannot be observed directly, the Group estimates the stand-alone selling price through
comprehensive consideration of all reasonably acquired relative information and maximum use
of observable inputs.
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25. Revenues (Continued)
(1) Accounting policies used in revenue recognition and measurement (Continued)
@ Revenue recognition at satisfying each stand-alone performance obligation

At contract inception, the Group identifies each stand-alone performance obligation included
in the contract, determines whether the performance obligation satisfied during a period
of time or at a point in time, and recognizes revenue when satisfying each stand-alone
performance obligation.

(i) Performance obligation satisfied during a period of time

It is a performance obligation satisfied during a period of time if one of the following
conditions is met:

- the customer obtains and consumes economic benefits at the same time of
the Group’s performance;

- the customer is able to control goods or services in progress during the
Group’s performance;

- goods or services generated during the Group’s performance have
irreplaceable utilization, and the Group is entitled to collect amounts of
cumulative performance part which have been done up to now.

For performance obligations satisfied during a period of time, the Group will recognize
revenue according to progress of performance within such period, however,
other than circumstances that the progress of performance cannot be reasonably
determined. The Group determines progress of performance using input method,
namely, determines the progress of performance based on the proportion of the
accumulative actual cost accounting for the expected total cost. When the progress of
performance cannot be reasonably determined, the costs incurred are expected to be
compensated, the Group recognizes revenue based on the amount of costs incurred
till the progress of performance can be reasonably determined.

(i) Performance obligation satisfied at a point in time
For performance obligation satisfied not during a period of time but at a point in time,
the Group will recognize revenue at the point in time when the customer obtains

control over relative goods or services.

When judging whether the customer has obtain control over the goods or services,
the Group will consider the following indications.

= The Group has a present right of receivables for the good or services, namely,
a customer is presently obliged to pay for the good or services;

- The Group has transferred the legal title of the good to the customer, namely,
the customer has physically possessed the good;
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25.

26.

Revenues (Continued)

(1) Accounting policies used in revenue recognition and measurement (Continued)

@ Revenue recognition at satisfying each stand-alone performance obligation (Continued)

(i)

Performance obligation satisfied at a point in time (Continued)

- The Group has transferred the significant risks and rewards of ownership of
the good to the customer, namely, the customer has obtained the significant
risks and rewards of ownership of the good;

- The customer has accepted the good or services;

- Other indications reflecting that the customer has obtained the control over
the good or services.

® Accounting treatment of specific transaction

(0

(if)

Contract costs

Sales attached with quality warranty terms

For sales attached with quality warranty terms, if such quality warranty provides an
individual service other than that the Group have made commitments that the sold
goods or services meet the established criteria, such quality warranty constitutes a
single performance obligation, otherwise, the Group will make accounting treatment
for quality warranty liability in accordance with the Accounting Standard for Business
Enterprises No. 13 — Contingencies.

A principal and an agent

To determine whether the Group is a principal or an agent, the Group identifies the
specified goods or services to be provided to the customer, and assesses whether
it controls those goods or services before they are transferred to the customer. If
the Group can control those goods or services before they are transferred to the
customer, the Group is a principal, recognizing revenue at the total consideration
received or receivable; otherwise, the Group is an agent, recognizing revenue at the
amount of commissions or service charges expected to be entitled to collection, such
amount shall be determined based on net amount of total consideration received or
receivable less amounts payable to other related parties, or on established amounts
or proportions of commissions.

The Group’s contract costs include incremental costs incurred to obtain contracts and contract performance
costs. Incremental costs incurred to obtain a contract (“contract acquisition costs”) refer to costs that would
not be incurred without obtaining the contract. If the cost is expected to be recovered, the Group recognizes
it as a contract acquisition cost as an asset.

The cost incurred by the Group for the performance of the contract that does not fall within the scope of
other business accounting standards such as inventory and meets the following conditions at the same time is
recognized as an asset as contract performance cost:
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26. Contract costs (Continued)

(1) The cost is directly related to the current or expected contract, including direct labor, direct
materials, manufacturing expenses (or similar expenses), clearly borne by the user, and other costs
incurred only due to the contract;

(2) the costs enhance resources of the Group that will be used in satisfying performance obligations in
the future;
(3) The cost is expected to be recovered.

The Group amortizes the assets recognized by contract performance costs (hereinafter referred to as “assets
related to contract costs”) for contract acquisition costs on the same basis as the commodity revenue
recognition related to the assets, and is included in the current profit and loss.

The Group shall make impairment allowance and recognize an impairment loss in profit or loss to the extent
that the carrying amount of an asset associated with contract costs recognized exceeds:

(a) the remaining amount of consideration that the Group expects to receive in exchange for the goods
or services to which the asset relates; less

(b) the costs expected to be incurred to transfer the relative goods or services.
27. Government grants
(1) Category and accounting treatment of government grants

Government grants are transferred of monetary assets and non-monetary assets from the government
to the Group at no consideration. A government grant is recognized only when the Group can
comply with the conditions attaching to it and the grant will be received. If a government grant takes
the form of a monetary asset, it is measured at the amount received or receivable. If a government
grant takes the form of a non-monetary asset, it is measured at fair value. If the fair value cannot be
reliably determined, it is measured at a nominal amount. A government grant measured at a nominal
amount is recognized immediately in profit or loss for the period.

Government grants received by the Group related to routine activities are recognized in other income
or as reductions in the related costs and expenses according to the economic nature of business;
whereas government grants received by the Group other than those related to routine activities are
recognized in non-operating income.

If the government documents explicitly state that the government grants will be used to establish
or form long-term assets, the government grants will be classified as government grants related
to assets. If there is no explicit subsidy object in the government document, the portion related to
long-term assets will be classified as government grants related to assets and the rest portion will
be classified as government grants related to income. If the category of a government grant can’t
be distinguished reasonably, all the government grant will be classified as government grants
related to income. Government grants related to assets are recognized as deferred income which
are amortized in profit or loss for each period over the related assets’ estimated useful period on a
systematic basis.
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27.

28.

Government grants (Continued)

(1)

)

Category and accounting treatment of government grants (Continued)

Except those grants which are classified as government grants related to assets, other government
grants are classified as government grants related to income. If the grant related to income is
a compensation for related expenses or losses to be incurred in subsequent periods, the grant
is recognized as deferred income, and amortized in profit or loss or deducted from related cost
over the periods in which the related costs are recognized. If the grant related to income is a
compensation for related expenses or losses already incurred, the grant is recognized directly in
profit or loss for the current period or deducted from related cost.

When a bank receives the discount interest fund from the financial sector and then provides a loan
to the Group with preferential interest rate, the Group accounts for the loan at the actual received
amount and related interest expenses will be calculated based on the principal and the preferential
interest rate. When the Group receives the discount interest fund from the financial sector directly,
the discount interest fund will be deducted from related borrowing cost.

The recognition timing for government grants

The government grants will be recognized when the Group meets the accompanying conditions
of the government grants which are entitled to be received. The receivable government grants will
be recognized when there are conclusive evidence to indicate the Group could meet all related
requirements of the government grants and the Group expects to receive the government grants in
the future. Other government grants will be recognized when the grant fund is received.

Deferred tax asset and deferred tax liability

Q)

2)

According to the difference between the book value of assets and liabilities and their tax base (the
tax base of items not recognized as assets and liabilities can be determined in accordance with the
tax law, the tax base is determined as the difference), the asset is recovered as expected Or the
applicable tax rate during the period when the liability is settled is calculated and confirmed deferred
income tax assets or deferred income tax liabilities.

Deferred tax assets are recognized for deductible temporary differences to the extent that it is
probable that taxable profit will be available against which the deductible temporary differences
can be utilized and should be recognized for deductible loss or tax reduction that could be carried
forward in subsequent periods to the extent that it is probable that taxable income will be available
against which deductible loss or tax reduction can be utilized. If it is probable that sufficient taxable
profits will not be available in future periods to allow the benefit of the deferred tax asset to be
utilized, the carrying amount of the deferred tax asset is reduced.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments
in subsidiaries and associates, and interests in joint ventures, except where the Group is able to
control the timing of the reversal of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred tax assets arising from deductible
temporary differences associated with such investments and interests are only recognized to the
extent that it is probable that there will be taxable profits against which to utilize the benefits of the
temporary differences and they are expected to reverse in the foreseeable future.
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29. Leases
(1) The accounting treatment for lessee

At the lease commencement date, the Group recognizes right-of-use assets and lease liabilities
for all other leases except short-term leases and leases of low-value assets, and will recognize
depreciation expenses and interest expenses separately over the lease term.

The Group recognizes rental expenses in profit or loss applying a straight-line basis in each period
over the lease term for short-term leases and leases of low-value assets.

@ Right-of-use assets

Right-of-use assets represent a lessee’s rights to use the underlying assets for the lease term.
At the commencement date, a right-of-use asset is measured at cost. The cost includes: (i)
the amount of the initial measurement of the lease liability; (ii) any lease payments made at or
before the commencement date, less any lease incentives received if such lease incentives
exist; (iii) any initial direct costs incurred by the lessee; and; (iv) an estimate of costs to be
incurred by the lessee in dismantling and removing the underlying asset, restoring the site
on which it is located or restoring the underlying asset to the condition required by the terms
and conditions of the lease.

Right-of-use assets of the Group are depreciated by the straight line method based on their
category. Right-of-use assets are depreciated over the shorter period of lease term and useful
life of the underlying asset. If the Group can reasonably be certain that the ownership of a
leased asset will be obtained at the expiration of the lease term, the related right-of-use asset
is depreciated over the useful life of the underlying asset. The related right-of-use asset is
depreciated over the shorter of lease term and residual use life of the underlying asset if the
Group can not reasonably be certain that the ownership of a leased asset will be obtained at
the expiration of lease term.

The Group determines whether a right-of-use asset is subject to impairment or not in
accordance with the requirements of Accounting Standards for Business Enterprises No. 8-
Impairment of assets.

@ Lease liabilities

At the commencement date, the lease liability is measured at the present value of the lease
payments that are not paid at that date. The lease payments include: (i) fixed payments
(including in-substance fixed payments) less any lease incentives if such lease incentives
exist; (ii) variable lease payments that depend on an index or a rate; (iii) amounts expected
to be payable by the lessee under residual value guarantees; (iv) the exercise price of a
purchase option if the lessee is reasonably certain to exercise that option; and (v) payments
of penalties for terminating the lease, if the lease term reflects the lessee exercising an option
to terminate the lease.

The Group uses the interest rate implicit in the lease as the discount rate. If that rate cannot
be readily determined, the Group uses its incremental borrowing rate. The Group calculates
the interest expenses which are recorded in finance expenses using the constant periodic
rate of interest in each period during the lease term. The periodic rate of interest is the
discount rate or adjusted discount rate the Group uses.
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29.

30.

Leases (Continued)
(1) The accounting treatment for lessee (Continued)
@ Lease liabilities (Continued)

Variable lease payments which are not included in the measurement of lease liabilities are
recognized in profit or loss when they actually occur.

If the assessment of an option to renew, terminate or purchase the underlying asset changes,
the lease liability is remeasured by the revised lease payments using a revised discount rate
and the carrying amount of right-of-use asset is revised accordingly. When there is a change
in the in-substance fixed payment, the amount expected to be payable under a residual
value guarantee, or the variable lease payment that depends on an index or a rate, the lease
liability is remeasured by the revised lease payments using an unchanged discount rate and
the carrying amount of right-of-use asset is revised accordingly.

(2) The accounting treatment for lessor
@) The accounting treatment for operating lease

The Group recognizes lease payments for operating leases in profit or loss applying a
straight-line basis in each period over the lease term. The Group capitalized the initial direct
expenses incurred which are amortizes in profit or loss over the lease term on the same
recognition basis as the lease income.

@ The accounting treatment for finance lease

The Group recognizes the unearned finance income by the difference between the sum of
finance lease receivable and unguaranteed residual value, and their present value at the
commencement date, which will be recognized as lease income in the periods to collect
lease payment. The initial direct expenses incurred relating to the lease transaction will be
included in the initial carrying amount of finance lease receivable.

Held-for-sale and discontinued operations

Non-current assets or disposal Groups are classified as held-for-sale assets when all the following
conditions are met: (a) the asset (or disposal Group) must be available for immediate sale in its present
condition subject only to terms that are usual and customary for sales of such assets (or disposal Groups);
(b) the sale must be highly probable, i.e. the Group has signed an irrevocable transfer agreement with the
transferee and the transfer is expected to be completed within one year. If related regulations require pre-
approval for the sale, the sale transaction has been approved.

When non-current asset (or disposal Group) classified as held for sale is initially measured or remeasured at
each balance sheet date, if the book value of the non-current asset (or disposal Group) is higher than its fair
value, the difference will be deducted from the book value and recognised as impairment provision of held
for sale in profit or loss of current period.
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30. Held-for-sale and discontinued operations (Continued)
Non-current asset (or disposal Group) classified as held-for-sale asset will be presented as held-for-sale
assets and the liabilities in the disposal Group will be presented as held-for-sale liabilities in the balance

sheet.

A discontinued operation is a clearly distinguished component of an entity,that either has been disposed of,
or is classified as held for sale, and meets any of the following criteria:

(1) represents a separate major line of business or geographical area of operations,

(2) is part of a single coordinated plan to dispose of a separate major line of business or geographical
area of operations or

(3) is a subsidiary acquired exclusively with a view to resale.
31. Other significant accounting policies and accounting estimates
(1) Distribution of dividends

The cash dividend of the Group is recognized as a liability upon approval in the annual shareholders’
meeting.

(2) Production safety expenses

The Group accrues for production safety expenses pursuant to the Circular on Printing and Issuing
the Management Measures on the Enterprise Production Safety Expenses Appropriation and
Utilization <Cai Qi [2012] No.16>, issued by the MoF and the State Administration of Work Safety.

Production safety expenses accrued based on the aforesaid regulations shall be recorded in
the costs of related products or expenses in profit or loss for the current year, and provided as a
fund in the special reserve. When the expenditures are utilized, they should be offset against the
special reserve; when the expenditures incurred relate to fixed assets, they shall be recognized as
construction in progress. When the assets are ready for their intended use, a same amount should
be offset against the special reserve and recorded as accumulated depreciation at the same time.
The related fixed asset is not subject to any further depreciation in the subsequent periods.

3) Segment information

The accounting policies of segment information are listed in Note XV 1.
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31.

32.

Other significant accounting policies and accounting estimates (Continued)
(4) Significant accounting estimates and judgments

In the process of applying the aforementioned accounting policies, the Group needs to make
judgments, estimates and assumptions on the book value of statement items that cannot be
accurately measured due to the inherent uncertainty in operating activities. These judgments,
estimates and assumptions are made based on the past historical experience of the management of
the Group and taking into account other relevant factors. Actual results may differ from the Group’s
estimates.

The Group reviews the aforementioned judgments, estimates and assumptions on the basis of
continuing operations on a regular basis. Changes in accounting estimates only affect the current
period of the change, and the amount of impact is recognized in the current period of the change;
if the change affects both the current period and the future period, the impact The number is
confirmed in the current period of the change and in the future period.

(5) Important judgments made in the process of applying accounting policies

The Group made some important judgments in applying accounting policies, which have significant
influences on the amount of financial statements.

Perpetual bond

According to the terms of the issue, the issued perpetual bond has no maturity date. The Group has
the right to defer interest payment and the option for redemption of perpetual bond. The Group has
no obligation to deliver cash or another financial asset to another entity, or to exchange financial
assets or financial liabilities with another entity under conditions that are potentially unfavorable to
the issuer, so the perpetual bond is classified as equity instrument, meeting the qualifying conditions
in Note Il 24, to be recorded as equity instrument. Details are set out in Note VIl 46.

Significant judgements in applying the Group’s accounting policies and critical assumptions and
uncertainty factors involved in accounting estimates

When the Group applies the accounting policies in Note V, the Group needs to make judgements, estimates
and assumptions for the items in the financial statements whose carrying amounts can’t be accurately
measured. These judgements, estimates and assumptions are made based on the Group’s previous
historical experience and consideration of other relevant elements, and the actual outcome may be different
with the Group’s estimates. Critical assumptions and uncertainty factors involved in accounting estimates,
which may cause significant adjustments for the carrying amounts of assets and liabilities in the future
periods are summarized as follows:

As at balance sheet date, the key assumptions concerning the future, and other key sources of estimation

uncertainty that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities in the next 12 months are as below:
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32. Significant judgements in applying the Group’s accounting policies and critical assumptions and
uncertainty factors involved in accounting estimates (Continued)

(1) Progress on performance of engineering construction contracts

The Group determines to use input method to measure the progress of income of engineering
services contracts provided by the Group which require to be fulfilled in a certain period, namely,
determines progress of performance based on the proportion of accumulatively actual cost in
estimated total cost. Because of the nature of the activity undertaken in engineering contracting
services, the date at which the contract activity is entered into and the date when the activity is
completed usually fall into different accounting periods. In the contract progress, the management
of the Group regularly reviews the transaction price and contract modification, contract costs
in the budget prepared for each contract, the progress of the contracts performance and the
accumulatively actual cost. If there are circumstances that there are changes in the transaction
price, the contract costs in the budget or the progress of the contract performance, estimates are
revised. These revisions may result in increasing or decreasing in estimated revenues or costs and
are reflected in consolidated income statement in the current period.

2) Credit loss provision

Under expected credit loss method, the Group makes a loss allowance against amount of expected
credit losses during the whole life of the contract assets and accounts receivable that exclude
significant financing component or do not consider the financing component in the contract within
one year arising from transactions adopting New Standards for Revenue. The management’s
judgment and estimation are required in the recognition of the credit loss provision. If re-estimations
differ from the original estimates, such differences will affect the profit and carrying amount of
account receivable and contract assets in the period in which the estimate changes.

3) Useful lives and residual values of fixed assets

The useful lives of fixed assets are estimated based on historical experience of the Group with
similar assets used in a similar way. If useful lives of the fixed assets are estimated to be shorter than
previously estimated, the Group will increase the depreciation rates accordingly, or dispose of those
assets that are idle or technically obsolete.

At the end of each year, the Group reviews and makes appropriate adjustment for expected service
life and expected net salvage value of fixed assets.

4) Impairment losses of assets

The Group assesses at the balance sheet date whether there is any indication that an asset may
be impaired, such as long-term equity investments, fixed assets, construction in progress, right-of-
use assets, intangible assets with finite life and investment properties measured at cost model. The
recoverable amount of the asset or assets Group is the higher of the present value of future cash
flow estimated to be derived from the asset and the fair value less costs to sell.

The Group estimates the recoverable amount on a series of assumptions and estimations, which
include estimated useful life of the asset, a reasonable expectation of future market, projected future
revenue and profit margin and the discount rate. The Group performs test for impairment for assets
with indication of impairment. The Group estimated the present value of future cash flows with a pre-
tax discount rate of 14.29% to 17.33 % for the reporting period (for the year ended 31 December
2019: 14.29% to 17.33%).
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V. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES
(CONTINUED)

32. Significant judgements in applying the Group’s accounting policies and critical assumptions and
uncertainty factors involved in accounting estimates (Continued)

(4)

(5)

(6)

Impairment losses of assets (Continued)

If management revises the assumption of estimated future revenue and profit margin in future cash
flow calculation of an asset Group or set of asset Groups, and if the revised revenue and profit
margin is lower than current assumption, the Group would correspondingly revise the estimated
recoverable amount of long-term assets to make a further judgment on whether additional impairment
provision is necessary.

If management revises the assumption of estimated pre-tax discount rate in future cash flow
calculation, and if the revised discount rate is higher than current assumption, the Group would
correspondingly revise the estimated recoverable amount of long-term assets to make a further
judgment on whether additional impairment provision is necessary.

If the actual revenue and profit margin is higher than management estimation or the pre-tax discount
rate is lower than management estimation, the Group should not reverse the impairment losses on
long-term assets in subsequent accounting periods.

Tax

The Group and its subsidiaries are subject to income taxes and other taxes in numerous jurisdictions
in domestic provinces and certain overseas countries. The ultimate tax effect of many transactions
has uncertainty during normal business activities. The Group shall make significant judgment
on current year income tax and land appreciation tax provisions in different areas and districts.
Where the final tax outcome of these matters is different from the amounts originally recorded,
the differences will impact on the current year income tax provisions in the periods in which the
differences arise.

Deferred tax assets relating to certain temporary differences and tax losses are recognized as
management considers it is probable that future taxable profit will be available against which
the deductible temporary differences or tax losses can be utilized. In cases where the estimated
amount differs from original estimation, the difference would influence the recognition of deferred tax
assets in the period when the estimation changes. Deferred tax assets relating to certain temporary
differences and tax losses should not be recognized if management considers it is not probable to
utilize the deductible temporary differences or tax losses to deduct taxable income in future.

Retirement benefits

The Group establishes liabilities in connection with supplementary benefits paid to certain retired
employees. The amounts of employee benefit expenses and liabilities are determined using various
assumptions and conditions on discount rates, salary growth rates during retirement, medical
expense growth rates, and other factors. Actual results that differ from the assumptions are
recognized immediately and therefore affect recognized other comprehensive income in the period
in which such differences arise. While management believes that its assumptions are appropriate,
differences in actual experience or changes in assumptions may affect the other comprehensive
income and balance of liabilities related to the supplementary employee retirement benefit
obligations.
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VI. TAXES
1. Main taxes categories and tax rates
Tax category Tax base Tax rate

Value added tax("VAT") VAT payable (VAT payable is imposed on the taxable 3%, 5%, 6%, 9%, 10%,

sales amount multiplied by the tax rate (output- 13% and 16% (Note)
VAT) less deductible input-VAT of current year)
City maintenance and Payment for VAT and consumption tax 1%, 5% and 7%
construction tax
("ccT")
Education surcharges  Payment for VAT and consumption tax 3%
Enterprise income Taxable income 25%
tax("EIT")
Land appreciation tax ~ Appreciation amount on the transfer of real estate 30% to 60%

Note:  According to the Announcement of the Ministry of Finance, the State Taxation Administration and the General
Administration of Customs on Relevant Policies for Deepening the Value-Added Tax Reform (Announcement of
the Ministry of Finance, the State Taxation Administration and the General Administration of Customs 2019 No.39),
business originally applicable to the VAT rate of 16% and 10% will be applicable to the rate of 13% and 9 %
respectively since 1 April 2019.

The domestic entities subject to different enterprise income tax rates are disclosed in Note VI 2.
The foreign business entities subject to different enterprise income tax rate.

Enterprise income

Subject of tax payment tax rate
MCC Minera Sierra Grande S.A 35%
MCC Luba International (Private) Ltd. 35%
ENFI Zambia Ltd. 35%
China 19 MCC Group Namibia Co., Ltd. 35%
MCC International Venezuelan Ltd. 34%
China ENFI (Namibia) Ltd. 33%
China Metallurgical Construction Zimbabwe Co., Ltd. 33%
China ENFI Congo (DRC) Co. Ltd. 30%
MCC Australia Holding Pty Ltd. 30%
MCC Australian Gold Mines Ltd. 30%
MCC Mining (Western Australia) Pty Ltd. 30%
MCC Australia (Brisbane) Pty Ltd. 30%
MCC Shijiu Papua New Guinea Co., Ltd. 30%
MCC Jiaonai India Engineering Technology Co., Ltd. 30%
Papua New Guinea Subsidiary of MCC Wuhan Survey Research Institute Co., Ltd. 30%
China ENFI (Chile) SAS 28%
China First Metallurgical India (Private) Ltd. 25.17%
China First Metallurgical Construction Malaysia Co., Ltd. 24%
MCC Malaysia Overseas Ltd. 24%
MCC Real Estate Malaysia Ltd. 24%
MCC Construction Engineering (Malaysia) Co., Ltd. 24%
Shanghai Baoye (Malaysia) Co., Ltd. 24%
CCEPC Malaysia BHD 24%
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VI. TAXES (CONTINUED)

1o

Main taxes categories and tax rates (Continued)

Enterprise income

Subject of tax payment tax rate
MCC Tian Gong (Malaysia) Engineering Technology Co., Ltd. 24%
MCC East Malaysia Sdn Bhd. 24%
CISDI Engineering (America) Co., Ltd. 21%
MCC-CISDI Engenharia do Brisal Ltd. 20%
MCC Tian Gong (Kuampuchea) Engineering Technology Co., Ltd. 20%
China 22MCC Group Russia Co., Ltd. 20%
MCC Kampuchea Overseas Ltd. 20%
MCC Constructing (Tailand) Ltd. 20%
China Cambodia Development Construction Co., Ltd. 20%
MCC International (Kuampuchea) Ltd. 20%
Shanghai Baoye (Kampuchea) Co., Ltd. 20%
China nineteen Metallurgical Group Vietnam Co., Ltd. 20%
Seventeen Metallurgical Group Tashkent Foreign Enterprise Co., Ltd. 20%
China Metallurgical Construction Research (Cambodia) Co., Ltd. 20%
China Jingye Engineering Corporation Ltd. (Singapore Branch) 17%
MCC Real Estate Singapore Ltd. 17%
MCC Potong Pasir Ltd. 17%
MCC Real Estate Tampines Co., Ltd. 17%
MCC Hong Kong Overseas Ltd. 16.50%
Nan Hua International Engineering Ltd. 16.50%
Xiong Hui Investment Ltd. 16.50%
MCC Real Estate Hong Kong Co., Ltd. 16.50%
Chinese Metallurgical Engineering Technology (Hong Kong) Co., Ltd. 16.50%
MCC Holding (Hong Kong) Corporation Limited 16.50%
MCC-CISDI Engenharia do Brisal Ltd. 15%
MCC Tian Gong (Mongolia) Ltd. 10%
MCC Vietnam Operation Co., Ltd. 10%
MCC Vietnam Engineering Technology Co., Ltd. 10%
China MCC International Economic and Trade (Hong Kong) Co., Ltd. 8.25%
MCC 20 Indonesia Construction Co., Ltd. 3%
MCC Huaye Duda Mining Co., Ltd. 0.00%
MCC Ramu NiCo Ltd. 0.00%
Ramu NiCo Management (MCC) Ltd. 0.00%
MCC Tongsin Resources Ltd. 0.00%
MCC JCL Anak Mining Co., Ltd. 0.00%
MCC Duda Mining Development Co., Ltd. 0.00%
China Metallurgical Group Resources Development Co., Ltd. 0.00%
China Metallurgical New Energy (Pakistan) Co., Ltd. 0.00%
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2. Tax incentive
(1) Preferential Tax Policies for the Development of the Western Regions

According to the Circular of the MoF, the State Administration of Taxation and the General
Administration of Customs on Issues Concerning Preferential Tax Policies for the Development
of the Western Regions("Cai Shui [2001] No.202"), Guoshui [2002] No.47 and Circular on Issues
Concerning Tax Policies for In-depth Implementation of Western Development Strategies ("Cai Shui
[2011] No.58") (hereinafter referred to as the "Circular"), a series of tax policies to further support the
development of the western region are made clear. The above circular had been implemented since
1 January 2011. From 1 January 2011 to 31 December 2020, enterprise income tax may be levied
at a reduced tax rate of 15% on enterprises that are established in the western region engaging in
those industries with tax incentive.

According to the regulation, the following subsidiaries of the Group were approved by the local tax
bureau to enjoy preferential tax policies for the development of the western regions, and they need
to submit application for applying relevant tax incentive every year:

@ MCC-SFRE Heavy Industry Equipment Co., Ltd. has been levied at a preferential tax rate of
15% from 2006 to 2020.

@) China Metallurgical Construction Engineering Group Co., Ltd. has been levied at a
preferential tax rate of 15% from 2007 to 2020.

® Chongging CISDI Engineering Management Consultants Co., Ltd., CISDI Industrial Furnace
Co., Ltd., CISDI Engineering Co., Ltd., CISDI Equipment Co., Ltd., MCC Xi'an Electric
Furnace Institute Co., Ltd. and ENFI New Energy (Zhongwei) Co., Ltd. have been levied at a
preferential tax rate of 15% from 2011 to 2020.

@ Chongging CISDI Construction Drawing Examination and Consulting Co., Ltd., and China
Metallurgical Construction Engineering Group Chongging Steel Structure Co., Ltd. have been
levied at a preferential tax rate of 15% from 2015 to 2020.

® CISDI Group Chongqging Information and Technology Co., Ltd. has been levied at a
preferential tax rate of 15% from 2016 to 2020.

® MCC Chongging Real Estate Development Co., Ltd., China Metallurgical Construction
Engineering (Ningxia) Co., Ltd., CISDI Chongging Environmental Consulting Co., Ltd. and
MCC(Guizhou) Construction Investment Development Co., Ltd. are levied at a preferential tax
rate of 15% from 2017 to 2020.

@ CISDI Technology Research Center Co., Ltd., CISDI Architectural & Municipal Design Co.,

Ltd., Tibet China Metallurgical Construction Co., Ltd. are levied at a preferential tax rate of
15% from 2018 to 2020.
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VI. TAXES (CONTINUED)

2. Tax incentive (Continued)

)

Preferential Tax Policies for High-Technology Enterprises

The following subsidiaries of the Group have been identified as high-technology enterprises by the
provincial Department of Science and other related government authorities, these enterprises can
enjoy the related tax incentives of high-technology enterprises:

@

Central Research Institute of Building and Construction Co., Ltd., China Jing Ye Engineering
Technology Co., Ltd., China MCC 5 Group Co., Ltd., MCC Communication Construction
Group Co., Ltd., ShenKan Engineering & Technology Corporation, MCC, Ceristar Electric
Co., Ltd., CERI Phoenix Industrial Furnace Co., Ltd., CERI Long Product Co., Ltd., CERI Eco
Technology Co., Ltd., CERI Technology Co., Ltd., MCC Capital Engineering & Research
Incorporation Limited, CERI Manufacturing Executive & Managing System Co., Ltd., CERI Hua
Yu Architectural Design & Research Institute Co., Ltd., Zhong Ye Chang Tian International
Engineering Co., Ltd., Hunan Changtian Automation Co., Ltd., Hunan Zhongye Changtian
Energy Conservation and Environmental Protection Technology Co., Ltd., China ENFI
Engineering Corporation, Beijing Chongjian Project Co., Ltd. and Beijing Tianrun Construction
Co., Ltd. have been levied at a preferential tax rate of 15% from 2017 to 2020.

Huatian Energy Conservation Environmental Protection Research Institute Co., Ltd.,Beijing
Metallurgical Nuclear Technology Development Co., Ltd., MCC Huatian Energy Conservation
Environmental Protection Research Institute Co., Ltd. have been levied at a preferential tax
rate of 15% from 2020 to 2023.

MCC South (Wuhan) Automation Co., Ltd., MCC South (Wuhan) Thermal Engineering Co.,
Ltd., MCC South Engineering Technology Co., Ltd., MCC Southern Metropolis Environmental
Engineering Technology Co., Ltd., MCC South (Wuhan) Information Technology Engineering
Co., Ltd., China Metallurgical (Guizhou) Construction Investment Development Co.,
Ltd.,MCC-17 Group Co., Ltd., MCC Equipment Architectural Design Engineering (Shanghai)
Co., Ltd., MCC Dadi Engineering Consulting Co., Ltd., MCC Energy Conservation and
Environmental Protection Co., Ltd., Tianjin Yejian Special Materials Co., Ltd. have been levied
at a preferential tax rate of 15% from 2020 to 2022.

China Metallurgical Construction Research Institute (Shanghai) Co., Ltd., MCC Tiangong
Tianjin Co., Ltd., MCC North (Dalian) Engineering Technology Co., Ltd., Shanghai MCC 20
Group Co., Ltd., MCC Tiangong Group Co., Ltd., MCC Wuhan Metallurgical Construction
Research Institute Co., Ltd., Hunan MCC Changtian Heavy Industry Technology Co., Ltd.,
MCC Jiaonai (Dalian) Engineering Technology Co., Ltd., MCC Huatian Nanjing Electric
Engineering Technology Co., Ltd., Xi‘an Huijin Technology Co., Ltd., China Metallurgical
Construction Research Institute (Shenzhen) Co., Ltd., Beijing Sida Jianmao Technology
Development Co., Ltd. have been levied at a preferential tax rate of 15% from 2019 to 2021.

MCC Huatian Nanjing Engineering Technology Co., Ltd., Shanghai Baoye Engineering

Technology Corp., Ltd., MCC CCID Shanghai Engineering Technology Co., Ltd. have been
levied at a preferential tax rate of 15% from 2018 to 2020.
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VI. TAXES (CONTINUED)

2. Tax incentive (Continued)
2) Preferential Tax Policies for High-Technology Enterprises (Continued)

® Hunan Hetian Engineering Project Management Co., Ltd., MCC Southern Continuous Casting
Technology Engineering Co., Ltd., Shanghai Baoye Group Co., Ltd., MCC Wuhan Survey
Research Institute Co., Ltd., MCC-SFRE Heavy Industry Equipment Co., Ltd., Shanghai MCC
Environmental Engineering Technology Co., Ltd., MCC Baosteel Technical Service Co.,
Ltd., Shanghai Twenty Metallurgical Construction Co., Ltd., Beijing Yuanda International
Engineering Management Consulting Co., Ltd., Beijing Newvisun Construction Engineering
Technology Co., Ltd., Beijing China Metallurgical Equipment Research and Design
Institute Co., Ltd.,MCC 19th Group Co., Ltd.,Wuye Group Shanghai Co., Ltd., Wuhan First
Metallurgical Steel Structure Co., Ltd., MCC Huatian Nanjing Electric Engineering Technology
Co., Ltd., MCC (Beijing) Transportation Technology Development Co., Ltd., Beijing Jinwei
Welding Materials Co., Ltd.,Ma'anshan Seventeen Metallurgical Engineering Technology Co.,
Ltd., Beijing Jingcheng Kelin Environmental Protection Technology Co., Ltd., MCC Shenkan
(Qinhuangdao) Engineering Design and Research Institute Co., Ltd., Beijing Zhongshe
Water Treatment Co., Ltd., Hebei Guopeng Building Material Co., Ltd.,MCC Northwest
Engineering Technology Co., Ltd.,MCC Chengdu Research Institute Co., Ltd., MCC Saidi
Electric Technology Co., Ltd., MCC South Wuhan Iron and Steel Design and Research
Institute Co., Ltd., MCC South Handan Wupeng Furnace Lining New Material Co., Ltd.,
China Metallurgical Tiangong (Tianjin) Equipment Manufacturing Co., Ltd., MCC Dongfang
Engineering Technology Co., Ltd., Tianjin Xinbin Engineering Technology Testing Co., Ltd.,
Fangchenggang Zhongyi Heavy Industry Co., Ltd., Shanghai Baoye Building Decoration Co.,
Ltd.,22nd Metallurgical Group Xinjiang Equipment Manufacturing Co., Ltd., MCC 22nd Group
Co., Ltd., MCC Heavy Industry (Xinjiang) Co., Ltd., 22nd Metallurgical Group Equipment
Manufacturing Co., Ltd., MCC CCID Engineering Technology Co., Ltd. have been levied at a
preferential tax rate of 15% from 2018 to 2020.

3) The other major preferential tax benefits

@ According to the relevant regulation of the preferential tax policies about the projects of
environmental protection in clause 88 of Chapter IV of the Implementing Regulations of the
Law of the People's Republic of China on Enterprise Income Tax, the Order of the President
of the People's Republic of China ("[2007] No.63") and the Order of the State Council
No.512: Companies including Lu’an Water Corporation MCC, Xiaogan Zhongshe Water Co.,
Ltd., Beijing Zhongshe Water Treatment Co., Ltd., Fuzhou City Changle District MCC Water
Co., Ltd., Wuhan Urban Environmental Water Co., Ltd. and Zhanjiang MCC Environmental
Operation Management Co., Ltd. are qualified for a preferential tax policy that from the
tax year when the enterprise has obtained the first piece of revenue to the third year, the
enterprise income tax is exempted, and in the following 3 years, the enterprise income tax is
half exempted.

Among them, the preferential policy of Xiaogan Zhongshe Water Co., Ltd., Beijing Zhongshe
Water Treatment Co., Ltd. and Zhanjiang MCC Environmental Operation Management Co.,
Ltd. have come into effect in 2015 and the applicable tax rate for the current year was 12.5%.
Fuzhou City Changle District MCC Water Co., Ltd. and Wuhan Urban Environmental Water
Co., Ltd. have come into effect in 2016 and the applicable tax rate for the current year was
12.5%.
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VI. TAXES (CONTINUED)

2. Tax incentive (Continued)
3) The other major preferential tax benefits (Continued)
@) According to the Item 3 of Article 27 of the Law of the People's Republic of China on

Enterprise Income Tax as well as Article 87 of the Implementing Regulations of the Law of the
People's Republic of China on Enterprise Income Tax, following examination and approval by
the tax authorities, Ejina Ken ENFI New Energy Limited has enjoyed the favorable corporate
income tax policy of "3-year tax exemption followed by 3-year tax 50%-reduction" since 2017.
Therefore, the applicable tax rate for this year was 12.5%.

According to the MoF and the State Administration of Taxation on issues concerning VAT,
Business Tax and Enterprise Income Tax Policies for the Promotion of the Development
of the Energy-Conservation Service Industry ("Cai Shui [2010] No.110"), qualified energy
conservation service companies implementing energy management contract projects that
meet the relevant provisions of the Enterprise Income Tax Law shall be exempted from
enterprise income tax from the first tax year when it obtains the first piece of revenue from
their production and business operation to the third year and followed by 50% reduction of
income tax rate of 25% from the fourth year to the sixth year.

Hunan Zhongye Changtian Energy Conservation and Environmental Protection Technology
Co., Ltd. and MCC Energy Conservation Environmental Protection Co., Ltd. have a number of
energy management contract projects. Each project is subject to income tax independently,
and shall be exempted from enterprise income tax from the first tax year when it obtains
the first piece of revenue from its production and business operation to the third year and
followed by 50% reduction of income tax rate of 25% from the fourth year to the sixth year.

According to the Notice of the MoF and State Administration of Taxation on Issues Relevant
to Implementation of the List of Public Infrastructure Projects Enjoying Enterprise Income Tax
Preferences ("Cai Shui [2008] No.46"), if enterprises have engaged in public infrastructure
projects subject to conditions and technology standards provided in the List of Public
Infrastructure Projects Enjoying Enterprise Income Tax Preferences with approval since 1
January 2008, their income from investments and operations can be exempted from tax in the
first, second and third year and halved in the fourth, fifth and sixth year from the taxable year
of earing the first operating income.

MCC Huakang (Zhenjiang) New Energy Co., Ltd., as qualified for aforementioned policies,
enjoy 0% applicable tax rate for the year.

According to Cai Shui [2009] No.166 "Notice of Ministry of Finance, State Administration of
Taxation and National Development and Reform Commission on Publication of Catalogue
for Enterprise Income Tax Preferences for Environmental Protection and Energy and Water
Conservation Enterprises (Trial)", where the enterprises obtain revenue from projects
satisfying "Catalogue for Enterprise Income Tax Preferences for Environmental Protection and
Energy and Water Conservation Enterprises”, they are entitled to the enterprise income tax
preference of "3-year tax exemption followed by 3-year tax 50%-reduction".

Wuxi Xidong Environmental Energy Co., Ltd., Urban Environmental Protection Zhuxi County
Water Affairs Co., Ltd., Urban Environmental Macheng Water Co., Ltd., Urban Environmental
Protection Wuhan Water Co., Ltd. is applicable to the above provisions and subject to tax
rate of 0.00% for the current year.
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VI. TAXES (CONTINUED)

2. Tax incentive (Continued)
(3) The other major preferential tax benefits (Continued)
® According to the article Il of the Notice of the Ministry of Finance and the State Administration

of Taxation on Implementation of Inclusive Tax Exemption and Reduction Policies for Small
Low-Profit Enterprises ("Cai Shui [2019] No.13"): for small low-profit enterprises, the portion
of taxable income not exceeding RMB1 million is subject to 25% reduction and applies
enterprise income tax rate of 20%; the portion exceeding RMB1 million but not exceeding
RMB3 million is subject to reduction of 50% and applies enterprise income tax rate of 20%.

In 2020, Industrial Construction Magazine Agency, Beijing Anhui Property Management
Co., Ltd., Beijing Xinpeng Energy Technology Co., Ltd., Beijing Xinguang Technology Co.,
Ltd., China Metallurgical Construction Engineering Group Bengbu Construction Co., Ltd.,
Steel Magazine (Hubei) Co., Ltd., Chongging MCC Property Management Co., Ltd., MCC
Refractory Materials Testing Center, Shanghai Zhongye Baosteel Technology Occupation
Skill Training Center, Dalian China Metallurgical Jiaonai Dragon Instrument Co., Ltd.,
Chongging Tuoye Construction Engineering Quality Inspection Co., Ltd., Beijing Zhongye
Jianyan Property Management Co.,Ltd., Shanghai Baosteel MCC 5 Dedusting Equipment
Co.,Ltd., MCC 5 Group Shanghai Yuanzhu New Building Materials Co.,Ltd., MCC Real
Estate Service Co., Ltd., Beijing MCC Capital Engineering & Research Incorporation
Limited, Shanghai ZhiDa Electronic Co., Ltd., Shanghai Baoding Environmental Engineering
Technology Service Co., Ltd., Shanghai Baoshan District Jiangyuan Training Center,
Shanghai Baoye Education and Training Center, Shanghai Baoye Engineering Management
Co., Ltd., Baotou Beilei Supervision Consulting Co., Ltd., Shanghai Baosteel No.5 Metallurgy
Metal Structure Co., Ltd., MCC 5 Shanghai Engineering & Research Construction Co.,
Ltd., Shanghai Yuanzheng Science and Technology Co., Ltd., Hunan Changyuan Property
Management Co., Ltd., Kunshan MCC Baosteel Welding Material Co., Ltd., Inspection and
Certification Co., Ltd. MCC, ACRE Coking & Refractory Engineering Consulting (Shanghai)
Corporation, WISDRI (Hunan) Engineering and Technology Co., Ltd., Inner Mongolia
Construction Investment Co., Ltd.,, MCC Zhongyuan Construction Investment Co., Ltd.,
Beijing ENFI Property Management Co., Ltd., MCC 5 Chengdu Tianfu New Area Construction
Co., Ltd., Sichuan Metallurgy Construction Engineering Quality Checking and Measuring
Co., Ltd., Tianjin Xinbin Engineering Technology Detection Co., Ltd., Guangzhou Shirong
International Trade Co., Ltd., MMC 19 Shenzhen Construction Co., Ltd., Ma'anshan Water
Corporation, MCC, MCC Xuancheng Water Co., Ltd., China Metallurgical (Hainan) Investment
Development Co., Ltd., Chongging MCC Real Estate Development Co., Ltd., Qingdao MCC
Oriental Hotel Management Co., Ltd., Shanghai Baoye Vocational Skills Training Center,
Shanghai Xinding Construction Engineering Technology Co., Ltd.,Wuye Group Chengdu New
Construction Technology Service Co., Ltd.,Wuye Chengdu Concrete Equipment Leasing
Co., Ltd.,Chengdu MCC Yanjing Real Estate Co., Ltd.,Wuye Group Shanghai Equipment
Material Supply Co., Ltd.,Fangchenggang MCC Xinggang Real Estate Co., Ltd.,Lu'an MCC
Water Co., Ltd., Chongging CCIDA Data Technology Co., Ltd., Beijing Jingcheng Serui
Information Technology Co., Ltd., and Beijing Jingqgiu Energy Saving New Technology Co.,
Ltd., satisfy the criteria of small and low-profit enterprise and are entitle to the tax preference,
i.e. the portion of taxable income not exceeding RMB1 million is subject to 25% reduction
and applies enterprise income tax rate of 20%; the portion exceeding RMB1 million but not
exceeding RMB3 million is subject to reduction of 50% and applies enterprise income tax
rate of 20%.

156 METALLURGICAL CORPORATION OF CHINA LTD.



Financial Statements

For the six months ended 30 June 2020

VI. TAXES (CONTINUED)

2. Tax incentive (Continued)
3) The other major preferential tax benefits (Continued)
@ According to the circular Guoshui [2009]185 On the Issue of Enterprise Income Tax

Preferential Management of the Comprehensive Utilization of Resources and Cai Shui
[2008]117 Enterprise Income Tax Directory of Comprehensive Utilization of Resources
(2008 Edition), from 1 January 2008, enterprises use these resources as raw material for
the production of non-restricted and non-prohibited products which are in line with national
and industry standard products, their income is reduced to 90% included in the total taxable
revenue for that year.

China City Environment Protection Engineering Limited Group enjoyed the aforesaid
preferential policy in 2020.

According to the relevant regulation of Law of the People's Republic of China on Enterprise
Income Tax, the Implementing Regulations of the Law of the People's Republic of China
on Enterprise Income Tax ("Order of the State Council No.512") and Circular on Issues
Concerning the Enterprise Income Tax Incentives on Enterprises That Recruit the Disabled
("Cai Shui [2009] No.70"), enterprise could deduct all the salary payment for the disabled
employees and again claim additional 100% deduction of the aforesaid salary payment.

MCC Baosteel Technology Services Co., Ltd., Shanghai Baohong Industry and Trade Co.,
Ltd., China MCC 19 Group Co., Ltd., China MCC 19 Group Property Management Service
Co., Ltd., MCC TianGong Tianjin Co., Ltd., MCC TianGong Group Corporation Limited.
and China MCC 20 Group Co., Ltd. could deduct all the salary payment for the disabled
employees and again claim additional 100% deduction of the aforesaid salary payment in
2020.

According to the regulations of the Notice of the Ministry of Finance, the State Administration
of Taxation and the Ministry of Science and Technology on Improving the Policies for the
Weighted Pre-tax Deduction of Research and Development Expenses ("Cai Shui [2018]
No0.99"), for the R&D expenses that are actually incurred by an enterprise and have been
included in the current loss and profit while intangible assets are not created, another 75% of
the amount of R&D expenses actually incurred in this year shall be deducted from the amount
of taxable income in addition to the deduction as prescribed to the extent of the amount
actually incurred for the period from 1 January 2018 to 31 December 2020. The following
enterprises of the Group shall enjoy this preferential treatment upon the approval of the local
tax bureau.
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VI. TAXES (CONTINUED)

2. Tax incentive (Continued)
3) The other major preferential tax benefits (Continued)

® (Continued)

BERIS Engineering and Research Co., Ltd., MCC Baosteel Technology Services Co., Ltd.,
China MCC 20 Group Co., Ltd., China MCC 19 Group Co., Ltd., China MCC 19 Group
(Fangchenggang) Structure of the Equipment Co., Ltd., China MCC 19 Group of Chengdu
Construction Co., Ltd., Panzhihua Tianyu Engineering Detection Co., Ltd., MCC TianGong
Tianjin Co., Ltd., MCC TianGong Group Corporation Limited, China MCC 5 Group Co., Ltd.,
MCC 5 Group (Shanghai) Co., Ltd., China First Metallurgical Group Co., Ltd., Wuhan Yi
Ye Steel Structure Co., Ltd., MCC Wuhan Research Institute of Metallurgical Construction
Co., Ltd., Huatian Engineering & Technology Corporation, MCC, MCC Huatian Engineering
& Technology(Nanjing) Co., Ltd., WISDRI (Wuhan) Automation Co., Ltd., WISDRI(Wuhan)
Informatology Engineering Co., Ltd., WISDRI Engineering&Research Incorporation Limited,
WISDRI (Wuhan) Wei Shi Thermotechnical Co., Ltd., WISDRI City Environment Protection
Engineering Co., Ltd., MCC Southern Continuous Casting Technology Engineering Co.,
Ltd., CISDI Shanghai Engineering Technology Co., Ltd., CISDI Engineering Co., Ltd., CISDI
Industrial Furnace Co., Ltd., CISDI Group Chongging Information and Technology Co., Ltd.,
MCC Xi'an Electric Furnace Institute Co., Ltd., MCC-SFRE Heavy Industry Equipment Co.,
Ltd., Zhong Ye Chang Tian International Engineering Co., Ltd., Hunan Changtian Automation
Co., Ltd., Hunan Zhongye Changtian Heavy Industry Technology Co., Ltd. Hunan Zhongye
Changtian Energy Conservation and Environmental Protection Technology Co., Ltd., MCC
Tian Gong (Tianjin) Equipment Manufacturing Co., Ltd., Kunshan MCC Baosteel Welding
Material Co., Ltd., Shanghai MCC Environmental Engineering Technology Co., Ltd., Hunan
Hetian Engineering Project Management Co., Ltd., MCC Chengdu Reconnaissance and
Research Institute Limited, Tianjin Xinbin Engineering Technology Detection Co., Ltd.,
Shanghai MCC 20 Group Co., Ltd., Shanghai Baoye Group Co., Ltd.,, MCC Northwest
Engineering and Technology Corporation, MCC (formerly called: MCC Huatian Baotou
Design Research Institute Limited), Shanghai Baoye Metallurgical Engineering Co. Ltd.,
Shanghai Baoye Building Decoration Co., Ltd., Fangchenggang Zhongyi Heavy Industry
Co., Ltd. WISDRI Urban Design and Construction Co., Ltd, Beijing Metallurgical Equipment
Research Design Institute Co., Ltd., and Shanghai Yuanzheng Technology Co., Ltd. enjoy the
preferential tax policy of additionally calculation and deduction of research and development
expenditures in 2020.

According to "Cai Shui [2015] No.78", The MoF and the State Administration of Taxation on
issuing the Notice of the Comprehensive Utilization of Resources "Products and Services" of
Value Added Tax Preferential Directory, enterprises provide products and labor service using
the above resources can enjoy VAT refund policy.

Xiaogan Zhongshe Water Co., Ltd., Beijing Zhongshe Water Treatment Co., Ltd., Lanzhou
Zhongtou Water Corporation, Changzhou ENFI Water Co., Ltd., Laian Huatian Water
Corporation MCC, Shouguang Huatian Water Corporation MCC, Shouguang North Water
Corporation MCC, Chuzhou Huatian Water Corporation MCC, Tianchang Huatian Water
Corporation MCC, Huangshi Water Corporation MCC, Lu’an Water Corporation MCC,
Ma'anshan Water Corporation MCC, Wuhan Urban Environmental Water Co., Ltd., Zhejiang
Chunnan Sewage Treatment Co., Ltd., Fuzhou City Changle District MCC Water Co., Ltd.,
MCC Xinglong Water Co., Ltd., China City Environment Protection Engineering Limited Group,
Wenxian Zhongtou Water Supply Co., Ltd., Qinhuangdao Funing District MCC Water Co.,
Ltd.,Wuxi Xidong Environmental Energy Co., Ltd., Xiangyang ENFI Environmental Protection
Energy Co., Ltd., Dingyuan Water Corporation MCC, MCC Xuancheng Water Co., Ltd., MCC
Qinhuangdao Water Co., Ltd.,Urban Environmental Macheng Water Co., Ltd., and Urban
Environmental Protection Zhuxi County Water Affairs Co., Ltd.,enjoyed the policy of "levy and
refund" of value-added tax refund of 70% for the sewage treatment services since July 1,
2015.
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VI. TAXES (CONTINUED)

2. Tax incentive (Continued)
3) The other major preferential tax benefits (Continued)
(@) According to the MoF and the State Administration of Taxation on issues concerning VAT,

Business Tax and Enterprise Income Tax Policies for the Promotion of the Development of the
Energy-Conservation Service Industry ("Cai Shui [2010] No.110"), the taxable income earned
by qualified energy conservation service companies for implementing energy management
contract projects shall be temporarily exempted from VAT.

Hunan Zhongye Changtian Energy Conservation and Environmental Protection Technology
Co., Ltd. and MCC Energy Conservation Environmental Protection Co., Ltd. have a number of
energy management contract projects, which are exempted from VAT.

According to the Circular of the MoF, the State Administration of Taxation and the General
Administration of Customs on Issues Concerning Tax Policies for Encouraging the
Development of Software and Integrated Circuit Industries ("Cai Shui [2000] No.25"), MCC
ACRE Automation Co., Ltd. enjoyed the policy of "levy and refund" of value-added tax of
selling software products since 2010, with the refund rate of 10%.

According to the MoF and the State Administration of Taxation on issuing Concerning Value-
added Tax Policy on Software Products ("Cai Shui [2011] No.100"), the refund-upon-collection
policy shall be applied to the VAT part in excess of 3% of their actual tax burden of selling
software products.

CISDI Group Chongging Information and Technology Co., Ltd. enjoyed the policy of “levy and
refund" of value-added tax of selling software products from 2015 to 2021, with the refund
rate of 10%. CISDI Electrics Technology Co., Ltd. enjoyed the policy of "levy and refund" of
value-added tax of selling software products for long-term, with the refund rate of 10%.

According to "Cai Shui [2013] No.37" issued by the State Administration of Taxation,
the technology development business income of Beijing ENFI Environmental Protection
Technology Co., Ltd. was exempted from value-added tax in 2020. The income derived from
the technology transfer of Zhong Ye Chang Tian International Engineering Co., Ltd. was
exempted from the value-added tax in 2020. The technology development business income
and the technology transfer income of MCC Huatian Engineering Technology Co., Ltd. and
Xi'an Electric Furnace Research Institute Co., Ltd. was exempted from the value-added tax in
2020.

According to the "Cai Shui [2010] No.42" issued by the MoF and the State Administration of
Taxation, Wuhu MCC Real Estate Group Co., Ltd. enjoyed the exemption from land use tax
(the annual amounts of land-use tax per square meter is RMB12-15 before), and the property
transfer book was exempted from stamp duty in 2020. China Metallurgical Construction
(Shenyang) Co., Ltd. enjoyed the exemption from land use tax in 2020.

According to the "Cai Shui [2013] No.101" Tax Policy on Reconstruction of Shanty Towns
issued by the MoF and the State Administration of Taxation, China Metallurgical Construction
(Shenyang) Co., Ltd. enjoyed the exemption from local education surcharge and stamp duty in
2020.
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VI. TAXES (CONTINUED)

2. Tax incentive (Continued)
3) The other major preferential tax benefits (Continued)

@ According to the Tax Policies on Education ("Cai Shui [2004] No0.39") issued by the MoF and
the State Administration of Taxation, MCC Capital Real Estate (Yantai) Co., Ltd. enjoyed
preferential policies of exemption of deed tax, cultivated land occupancy tax, land use tax
and property tax for the land used by the school in 2020.

(&) According to the article VII of Announcement of the Ministry of Finance, the State Taxation
Administration and the General Administration of Customs on Relevant Policies for Deepening
the Value-Added Tax Reform [2019] No0.39: from 1 April 2019 to 31 December 2021, the tax
payers of production and living service industry enjoys additional 10% deduction on the basis
of the deductible input VAT for the current period. Beijing ENFI Property Management Co.,
Ltd., Industrial Construction Magazine Agency, Qingdao Oriental Hotel Management Co.,
Ltd., and Beijing-Tianjin-Hebei MCC Mingxin Infrastructure Construction Co., Ltd. applicable
to this policy since 2019.

@® According to the Notice No.83 TT-BTC Announcement issued by Ministry of Finance of
Vietnam in 2016, the qualified science-and-technology enterprise enjoys enterprise income
tax exemption for 4 years or 50% reduction for 9 years. MCC Vietnam Operation Co., Ltd.
enjoys enterprise income tax exemption for 4 years in 2020.

() According to the Notice of the Ministry of Finance on Adjusting the Relevant Policies of
Certain Government-Managed Funds ("Cai Shui [2019] No. 46") issued by the Ministry of
Finance, from 1 July 2019 to 31 December 2024, the tax of the construction fee of cultural
undertakings classified to the central revenue shall be levied at 50% of the amount of
contributions payable of the taxpayer; the tax of the construction fee of cultural undertakings
classified to local revenue, the Ministry of Finance and Party Committee Publicity
Departments of each province (district, city) could be levied at an exempted percentage
within 50% in combination with local economic development level, publicity, ideological and
cultural development and other factors. Zhong Ye Chang Tian International Engineering Co.,
Ltd. adopts this policy in 2020.

3) According to the Notice on Tax Policies of Small-scale VAT Taxpayers ("Ji Cai Shui [2019] No.
6") issued by Hebei Provincial Department of Finance and Hebei Provincial Taxation Bureau,
Hebei Province reduced resource tax (excluding water resource tax), urban maintenance and
construction tax, real estate tax, urban land use tax and stamp tax(excluding stamp tax on
securities transactions), farmland occupation tax, education surcharges and local education
surcharges by 50% of the taxable amount for small-scale VAT taxpayers from 1 January 2019
to 31 December 2021. China Huaye Handan Real Estate Management Center adopts this
policy in 2020.
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VI. TAXES (CONTINUED)

2. Tax incentive (Continued)
3) The other major preferential tax benefits (Continued)
() The Department of Finance of Shandong Province and the State Administration of Taxation,

Shandong Provincial Taxation Bureau, jointly issued the "Notice on the Reduction and
Exemption Policy of Urban Land Use Tax for Property Tax During the Period of Epidemic
Prevention and Control" (Lu Cai Shui [2020] No. 16) Article 1 stipulates: Serious impact on
the epidemic Taxpayers in the six categories of industries can apply for exemption from
real estate tax and urban land use tax in the first quarter of 2020, Qingdao MCC Minghua
Development Co., Ltd., Qingdao MCC Oriental Hotel Management Co., Ltd. and MCC
Dongfang Engineering Technology Co., Ltd., adopts this policy in 2020. The "Notice on the
Policy for the Difficulty Reduction and Exemption of Property Tax and Urban Land Use Tax
During the Period of Epidemic Prevention and Control" Anhui Caishui Law [2020] No. 287
Article 1 stipulates: For transportation, accommodation and catering, residents' services,
and property owned by cultural, sports and entertainment enterprises, Land, exempt from
property tax for 3 months, urban land use tax, MCC South (Chizhou) Gas Co., Ltd., adopts
this policy in 2020. Shanxi Provincial Department of Finance, State Administration of Taxation,
Shanxi Provincial Taxation Bureau, "Notice on Matters Concerning the Relief and Exemption
of Urban Land Use Tax and Real Estate Tax Difficulties in Fighting the Epidemic" Shancaishui
[2020] No. 4 Regulation: The first quarter of 2020 will be suspended due to the impact of the
epidemic If it is difficult to pay urban land use tax and real estate tax for a total of more than
30 days (including 30 days), and the taxpayer applies for difficulty reduction or exemption,
the finance and taxation department shall approve it. MCC-SFRE Heavy Industry Equipment
Co., adopts this policy in 2020.

Participated in the prevention and control of the epidemic in accordance with the
"Announcement on Implementing Vehicle and Vessel Tax Policies in Response to the Novel
Coronavirus Pneumonia" (Caishui [2020] No. 2) by the Sichuan Provincial Department of
Finance, the State Administration of Taxation, Sichuan Provincial Taxation Bureau, China
Banking and Insurance Regulatory Commission, and Sichuan Regulatory Bureau. The vehicles
of medical and health institutions and logistics enterprises are exempted from the 2020 vehicle
and vessel tax. China 19 MCC Group Co., Ltd., adopts this policy in 2020.
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1. Cash and bank balances
All amounts in RMB’000
Items 30 June 2020 31 December 2019
Cash 23,261 18,581
Bank deposits 37,552,600 30,757,024
Other cash and bank balances 13,133,745 12,902,057
Total 50,709,606 43,677,662
Including: Total amount of deposits abroad 1,907,748 2,725,729

As at 30 June 2020, restricted cash and bank balances were RMB10,777,705'000 (as at 31 December
2019: RMB11,862,762°'000) (Note VII 70), which mainly including deposits for issuing acceptance bills, and

statutory deposit reserve at the central bank, etc.

2. Financial assets held for trading
All amounts in RMB’000
Items 30 June 2020 31 December 2019
Financial assets at FVTPL 2,284,333 2,162,432
Including: Currency funds 2,283,471 2,161,485
Equity instruments held for sale 862 947
Total 2,284,333 2,162,432

The fair values of held-for-sale financial assets are based on their prices of publicly traded market on the

last trading day of the reporting period.

3. Derivative financial assets
All amounts in RMB’000
Item 30 June 2020 31 December 2019
Forward foreign exchange settlement and sale contracts - 401
Total - 401

For method of determining the fair value of derivative financial assets, refer to Note XI.
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

4. Bills receivable

(1)

)

3)

4

(5)

Bills receivable analyzed by category

All amounts in RMB'000

30 June 2020 31 December 2019
Provisions for Carrying Provisions for Carrying
ltems Book value credit losses amount Book value  credit losses amount
Bank acceptance bills 3,613,589 - 3,613,589 3,212,570 - 3,212,570
Commercial acceptance
bills 4,839,859 2,945 4,836,914 4,714,827 9,370 4,705,457
Total 8,453,448 2,945 8,450,503 7,927,397 9,370 7,918,027

Pledged bills receivable at 30 June 2020

All amounts in RMB'000

Items 30 June 2020
Bank acceptance bills 1,372,389
Commercial acceptance bills 138,718
Total 1,511,107

Bills receivable endorsed to other parties or discounted but not yet due at 30 June 2020

As at 30 June 2020, bills receivable endorsed to other parties or discounted with recourse but not
yet due were RMB2,139,729'000 (as at 31 December 2019: RMB3,443,595’000), among which the
amount derecognized was RMB1,915,749°'000 (as at 31 December 2019: RMB2,553,324°000). The
Group is of the view that the risk of not honoring the bills by the issuers upon maturity is remote
if the issuers have good credibility, substantially all the risks and rewards of ownership of the
above endorsed bills receivable and discounted bills receivable have been transferred, the Group
derecognized these bills receivable from the financial statements. The amount not derecognized
was RMB223,980°'000 (as at 31 December 2019: RMB890,271'000). The Group is of the view that the
Group retains nearly all the risks and rewards of ownership of the above endorsed and discounted
bills receivable, including default risk, the Group didn’t derecognize these bills receivable from the
financial statements.

As at 30 June 2020, the balance of impairment provision for the Group’s bills receivable is
RMB2,945’000 (as at 31 December 2019: RMB9,370°000).

Bills receivable with title restriction as at 30 June 2020 are set out in Note VII 70.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

5.

Accounts receivable

(1)

5.2

Aging analysis of accounts receivable was as follows:

All amounts in RMB’'000

Aging 30 June 2020 31 December 2019
Within 1 year 49,726,860 44,923,491
1to 2 years 10,893,665 10,692,579
2 to 3 years 5,127,245 6,652,379
3 to 4 years 3,546,296 3,780,365
4 to 5 years 3,346,797 3,772,682
Over 5 years 9,985,661 9,705,858
Total book value 82,626,524 79,527,354
Less: provisions for credit losses 13,608,659 13,500,748
Carrying amount 69,017,865 66,026,606

Settlement of trade receivables generated through engineering and construction services is made in
accordance with terms specified in the contracts governing the relevant transactions, and the aging
of relevant trade receivables is calculated based on the settlement time-point of the project.

Disclosed by method of determining provision for credit losses

All amounts in RMB’000

30 June 2020 31 December 2019
Book value Provision for credit losses Book value Provision for credit losses
Carrying Carrying
Category Amount Ratio  Amount Ratio  amount Amount Ratio Amount Ratio amount
(%) (%) (%) (%)
Accounts receivable
for which provision
for credit losses is
individually assessed
1) 23,538,817 28.49 6,153,984 26.14 17,384,833 26,199,346 32.94 6,573,652 25.09 19,625,694
Accounts receivable
for which provision
for credit losses is
collectively assessed
on a portfolio basis 59,087,707 7151 7,454,675 12.62 51,633,032 53,328,008 67.06 6,927,096 1299 46,400,912
Total 82,626,524 100.00 13,608,659 | 69,017,865 79,527,354 100.00 13,500,748 | 66,026,606
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

5. Accounts receivable (Continued)

5.2 Disclosed by method of determining provision for credit losses (Continued)

(1)

(2

Accounts receivable for which provision for credit losses is individually assessed at the end
of the period

All amounts in RMB’000

Accounts 30 June 2020
receivable Book Provision for Proportion
(per entity) value credit losses of provision ~ Reasons
(%)
Party 1 3,264,832 1,398,854 42.85 The Group considered the
Party 2 1,708,920 - - reasonable and supported
Party 3 1,321,484 528,594 40.00 information related to other
Party 4 576,767 576,767 100.00 party (including forward-looking
Party 5 522,579 329,746 63.10 information), then evaluated the
Others 16,144,235 3,320,023 20.56 anticipated credit losses and made

provision for credit losses.

Total 23,538,817 6,153,984 [

Accounts receivable for which provision for credit losses is collectively assessed on a
portfolio basis at the end of the period

All amounts in RMB'000

30 June 2020

Accounts Provision for Proportion of

Aging receivable credit losses provision
(%)

Within 1 year 40,265,495 1,220,184 3.03
1to 2 years 8,415,494 873,672 10.38
2 to 3 years 3,777,105 823,726 21.81
3 to 4 years 2,397,560 813,568 33.93
4 to 5 years 1,187,479 743,987 62.65
Over 5 years 3,044,574 2,979,538 97.86
Total 59,087,707 7,454,675 12.62

The Group considers the aging factor and groups accounts receivable accordingly. The
Group determines the expected credit loss and provision for credit losses based on the
historical experience of credit losses.
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5. Accounts receivable (Continued)
3) Provision for bad debts of accounts receivable
All amounts in RMB’000

Lifetime expected Lifetime expected

credit losses credit losses
Items (unimpaired) (impaired) Total
Provision for credit losses at 31
December 2019 7,578,748 5,922,000 13,500,748
Provision for the current period 550,637 380,466 931,103
Reversal for the current period (18,671) (720,973) (739,644)
Write-off for the current period (3,184) - (8,184)
Other changes (652,855) 572,491 (80,364)
Provision for credit losses at 30 June
2020 7,454,675 6,153,984 13,608,659
Book value at 30 June 2020 71,316,927 11,309,597 82,626,524
4) The top 5 largest accounts receivable collected by arrears at 30 June 2020
All amounts in RMB 000
As a percentage
Relationship of total accounts
Name of entity with the Group 30 June 2020 receivable
(%)
Party 1 Third party 3,264,832 3.95
Party 2 Third party 1,990,598 2.41
Party 3 Third party 1,710,729 2.07
Party 4 Third party 1,321,484 1.60
Party 5 Third party 652,373 0.79
Total / 8,940,016 10.82
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5. Accounts receivable (Continued)
(5) As at 30 June 2020, the Group’s assets and liabilities recognized for transfer of accounts receivable
and continuing involvement amounted to RMB14,600°000 (31 December 2019: RMB14,600°000) and
presented in other non-current assets and other non-current liabilities. For details, see Note VIl 25
and Note VII 44
(6) Accounts receivable with title restriction as at 30 June 2020 are set out in Note VII 70.

6. Receivables at FVTOCI

All amounts in RMB'000

Item 30 June 2020 31 December 2019
Bank acceptance bills 8,497,884 7,855,940
Total 8,497,884 7,855,940
(1) During the course of management of liquidity, part of the Group’s subsidiaries discount or endorse

part of the bank acceptance bills receivable before they are due and derecognize such discounted
or endorsed bank acceptance bills when substantially all the risks and rewards are transferred to the
counterparty. When managing the bank acceptance bills receivable, part of the Group’s subsidiaries
adopt the business model of which the objective is to both collect contractual cash flows and sell the
financial assets. Therefore, such bank acceptance bills receivable are subsequently measured at fair
value through OCI. For method of determining the fair value, refer to Note VII125, VI144.

For the current period, the changes in fair value of such bank acceptance bills resulted in increase
of RMB2,085’000 in other comprehensive income (Note VII 48).

(2) The Group recognizes impairment provision for receivables at FVTOCI on the basis of the expected
credit loss. For the current period, the Group didn’t make provision for credit impairment loss of the
receivables at FVTOCI.

(3) As at 30 June 2020, the Group has receivable bank acceptance bills that has been discounted
or endorsed with recourse right but undue amounting to RMB6,652,769’000 (Amounting to
RMB8,869,323'000 as at 31 December 2019). As the acceptor is of good reputation, there is minor
risk that the acceptor can’t honor the receivables at FVTOCI at the maturity date. The Group believes
that the risks and rewards of ownership of such discounted or endorsed receivables at FVTOCI have
been transferred and derecognizes such receivables at FVTOCI.

(4) Receivables at FVTOCI with title restriction as at 30 June 2020 are set out in Note VIl 70.
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Vo Prepayments
(1) Aging analysis of prepayments

All amounts in RMB’'000

30 June 2020 31 December 2019
As a As a
percentage percentage
of total of total
Amount prepayments Amount prepayments
(%) (%)
Within 1 year 22,807,731 80.03 18,579,762 75.20
11to 2 years 2,819,537 9.89 2,971,328 12.03
21to 3years 968,260 3.40 802,316 828
Over 3 years 1,903,933 6.68 2,352,439 9.52
Total 28,499,461 100.00 24,705,845 100.00

As at 30 June 2020, prepayments aged over one year were RMB5,691,730°000 (As at 31 December
2019: RMB6,126,083'000), mainly including prepaid land lease payments and prepaid construction
costs to sub-contractors.

(2) The five largest prepayments at 30 June 2020

All amounts in RMB’000

Relationship As a percentage of

Name of entity with the Group 30 June 2020 total prepayments
(%)

Party 1 Third party 442,450 1.55
Party 2 Third party 373,768 1.31
Party 3 Third party 361,292 1.27
Party 4 Third party 253,550 0.89
Party 5 Third party 249,870 0.88
Total / 1,680,930 5.90
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8.

Other receivables

(1)

2

3)

Other receivables analyzed by category

Items

All amounts in RMB'000

30 June 2020 31 December 2019

Interest receivables
Dividends receivable
Other receivables

Total

Interest receivable

Item

7,004 5,996
361,394 275,647
54,231,524 57,008,480
54,599,922 57,290,123

All amounts in RMB'000

30 June 2020 31 December 2019

Interests on term deposits

Total

Dividends receivable

@ Presentation of dividends receivable

The name of investee

7,004 5,996

7,004 5,996

All amounts in RMB'000

30 June 2020 31 December 2019

Zhuhai MCC Jianxin Investment Management

Partnership (LP) 251,320 134,209
Hebei Steel Luan County Sijiaying Iron Ore

Co., Ltd. 65,713 86,659
MCC Rong Xing Building Materials (Chengdu)

Co., Ltd. 6,000 16,340
Wuhan Zhonghe Engineering Technique Co.,
Ltd. 3,264 3,264
Bank of Communications Co., Ltd. - 78
Others 35,097 35,097
Total 361,394 275,647

@) As at 30 June 2020, dividends receivable aged over one year were RMB103,033'000 (31

December 2019: RMB95,079'000).
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8.

Other receivables (Continued)

4

Other receivables

@

Aging analysis of other receivables

All amounts in RMB'000

Aging 30 June 2020 31 December 2019
Within 1 year 34,649,493 36,936,544
1to 2 years 7,717,545 9,808,190
2 to 3 years 6,484,235 5,621,348
3 to 4 years 4,849,104 2,710,241
4 to 5 years 3,622,452 4,349,244
Over 5 years 3,600,873 3,214,013
Total book value 60,923,702 62,639,580
Less: provisions for credit losses 6,692,178 5,631,100
Carrying amount 54,231,524 57,008,480
@ Provision for credit losses of other receivables
All amounts in RMB'000
Phase 1 Phase 2 Phase 3
Future Lifetime Lifetime
12-month expected expected
expected credit losses credit losses
ltems credit losses (unimpaired) (impaired) Total
Provision for credit
losses at 31
December 2019 1,904,923 1,848,732 1,877,445 5,631,100
Provision for the current
period 462,698 275,422 147,883 886,003
Reversal for the current
period - (824,246) - (824,246)
Write-off for the current
period (13) - - (13)
Other changes 277,697 221,637 - 499,334
Provision for credit
losses at 30 June
2020 2,645,305 2,021,545 2,025,328 6,692,178
Carrying amount of other
receivables at 30
June 2020 8,972,404 49,925,970 2,025,328 60,923,702
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8. Other receivables (Continued)

4) Other receivables (Continued)

€)

Other receivables categorized by nature

Nature of other receivables

30 June 2020

All amounts in RMB'000

31 December 2019

Guarantee deposits
Loan receivables from related parties
Advance to employees
Receivables on disposal of investments

Others

Total

27,419,331 25,000,477
24,499,022 29,261,585
200,020 329,481
3,152,393 2,704,572
5,652,936 5,343,465
60,923,702 62,639,580

The top 5 largest other receivables at the end of the current period

All amounts in RMB’000

Relationship As a percentage

with Nature of other of total other

Name of entity the Group receivables 30 June 2020 Aging receivables
(%)

Party 1 Joint venture  Loans to related parties 2,902,441 Within 1 year 4.76
Party 2 Joint venture  Loans to related parties 2,727,474 Within 1 year 4.48
Party 3 Joint venture  Loans to related parties 2,619,055 Within 1 year 4.30
Party 4 Third party Equity transfer funds to 2,122,943 4-5 years 3.48

be recovered

Party 5 Joint venture  Loans to related parties 2,107,137 Within 1 year 3.46
Total / / 12,479,050 / 20.48

As at 30 June 2020, there was no derecognized accounts receivable due to the transfer
of substantially all the risks and rewards of ownership of the accounts receivable to the
transferees whereas whose continuing involvement into transferred financial assets (as at 31
December 2019: nil).
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9. Inventories
(1) Categories

All amounts in RMB’'000

30 June 2020 31 December 2019
Provision for Carrying Provision for Carrying
ltems Book value impairment amount Book value impairment amount
Raw materials 3,375,330 53,465 3,321,865 3,604,571 62,704 3,541,867
Materials procurement 219,562 - 219,562 336,880 - 336,880
Outsourced processing
materials 13,178 - 13,178 12,792 - 12,792
Work in progress 2,677,847 328,710 2,349,137 2,933,033 396,628 2,536,405
Finished goods 2,448,272 195,717 2,252,555 2,799,706 180,121 2,619,585
Other materials 622,544 6,644 615,900 650,460 6,641 643,819
Performance costs of
contract 52,181 - 52,181 46,177 - 46,177
Properties under
development @ 34,490,950 168,090 34,322,860 33,024,908 39,564 32,985,339
Completed properties
held for sale @ 17,180,804 743,185 16,437,619 18,326,849 412,808 17,914,041
Total 61,080,668 1,495,811 59,584,857 61,735,371 1,098,466 60,636,905

Note: Inventories with title restriction are set out in Note VII 70.
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9. Inventories (Continued)

(1) Categories (Continued)

@ Details of the properties under development
All amounts in RMB’000
Estimated
Project Estimated total
Commencement Completion investment 31 December 30 June
Project name date date amount 2019 2020
Nanjing Xiaguanbin River

Project 2011-01-01 2022-04-30 16,728,279 8,208,267 7,749,280
Zhuhai Zhongye Yijing Mansion 2018-03-21 2021-06-25 9,040,760 = 4,906,608
MCC Xinglong New City

Hongshijun 2017-12-20 2023-12-31 16,700,000 2,493,451 2,484,047
Qingshuitang Jiezhizha Area,

Qinhuai District 2019-03-12 2020-12-25 3,022,260 1,761,167 1,889,963
MCC Tongluo Town 2014-11-01 2020-12-31 3,500,000 1,734,106 1,791,484
Qingdao MCC Dexian Mansion  2020-06-24 2021-12-23 5,139,190 1,426,018 1,617,223
Hong Kong Quanwan Project ~ 2013-12-06 2020-12-31 1,439,810 1,328,801 1,390,436
Qin Hai Yun Villa Project 2011-08-08 2021-11-30 4,400,000 1,084,900 1,226,201
Tangshan Fengrun Gengyang

New City Project 2010-03-01 2022-12-31 10,550,000 867,647 956,391
Yanjiao Headquarters Base

Project 2019-10-31 2022-09-30 3,235,120 715,397 777,312
Anxinjiayuan Replacement

Residence Project 2017-09-12 2020-12-31 650,000 500,047 533,213
Changchengshili Spring Breeze

Town 2018-03-03 2020-12-31 2,500,000 466,484 527,800
Renhe Xili 2019-03-01 2020-12-31 1,924,000 756,408 502,533
Shanghai Jinshan District - MCC

Fengjunyuan Project I 2015-12-31 2020-07-30 590,516 400,322 411,980
Baopan Lijingyuan Project 2018-05-28 2020-07-31 739,169 358,643 387,084
MCC Shanghe Residence Project2014-06-20 2020-12-31 867,232 296,298 328,903
MCC Riverside Project I & Il 2013-12-31 2020-12-31 1,423,330 243,649 302,401
Commercial Real Estate Project

of Qianhai Headquarters R&D

Base of Southern R&D Center 2019-12-12 2024-06-12 2,174,280 290,068 298,139
Guanhu Phase | Project 2018-10-20 2020-10-30 649,190 237,035 267,913
Plot D-1, Xinyang New City 2019-12-10 2021-04-30 575,000 181,364 250,452
Others / / 69,960,269 9,674,831 5,891,587
Total 155,808,405 33,024,908 34,490,950
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9. Inventories (Continued)
(1) Categories (Continued)
@ Details of the completed properties held for sale

All amounts in RMB 000

Increase in the  Decrease in the
Project name Completion date 31 December 2019 current period  current period 30 June 2020

Tianjin Xinbadali District Qixianli

Project 2019-06-26 3,194,517 - - 3,194,517
Shijiazhuang MCC Dexian Mansion

Project 2019-06-18 2,898,119 224,194 739,800 2,382,513
MCC 39th Street Project 2019-09-30 1,432,908 428,739 303,637 1,558,110
Hengaqin Port Base Project 2019-11-08 2,043,218 - 592,812 1,450,406
Nanjing Xiaguanbin River Project ~ 2019-12-30 749,837 894,340 723,181 920,996
Tampines Lot D Private Apartment

Project 2019-09-30 - 2,127,064 1,301,293 825,761
Beijing Daxing District Jiugong Green

Belt Parcel A1 Project 2017-10-31 832,545 - 152,445 680,100
Zhuhai Zhongye Yijing Mansion Project2020-05-25 - 2,394,966 1,751,955 643,011
MCC Xinglong New City Hongshijun  2019-02-28 509,637 340919 216,081 634,475
Baotou MCC Campus South Road

Community Project 2019-06-30 431,162 1,158,322 959,283 630,201
Qin Hai Yun Villa Project 2019-06-19 646,904 - 69,160 577,744
Tangshan Wutong Road Project 2012-10-31 372,530 935 12,311 361,154
Dalian International Business City ~ 2014-12-31 374,140 - 13,738 360,402
Heilongjiang Qigihar, Longsha District

New Century Plaza Project 2013-12-30 247,068 2,122 1,884 247,306
Ma'anshan Zhongding Yue city Project2018-12-21 253,920 2,746 39,210 217,456
Others / 4,340,344 2,283,295 4,126,987 2,496,652
Total 18,326,849 9,857,632 11,003,677 17,180,804
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9. Inventories (Continued)

2

Provision for impairment

All amounts in RMB'000

Balance at Increase Decrease
31 December
ltems 2019 Provision Others  Reversals  Write-offs Others 30 June 2020
Raw materials 62,704 129 - - 9,368 - 53,465
Work in progress 396,628 - - 32,187 35,731 - 328,710
Finished goods 180,121 45,695 - - 30,099 - 195,717
Other materials 6,641 3 - - - - 6,644
Properties under
development 39,564 154,684 - - 26,158 - 168,090
Completed properties held for
sale 412,808 335,829 - 3,052 2,400 - 743,185
Total 1,098,466 536,340 - 35,239 103,756 - 1,495,811
(3) As at 30 June 2020, the total borrowing costs capitalized in properties under development were
RMB4,475,529°000 (as at 31 December 2019: RMB4,075,200°000). Borrowing costs capitalized
for the current period amounted to RMB294,569’'000 (for the period ended 30 June 2019:
RMB650,672’000). The capitalization rates of borrowing costs were from 4.28% to 8.50% (for the
period ended 30 June 2019: from 3.02% to 8.95%).
10. Contract assets
(1) Presentation of contract assets

All amounts in RMB’000

30 June 2020 31 December 2019
Provision for Carrying Provision for Carrying
ltems Book value impairment amount Book value impairment amount
Contract assets
interrelated with
engineering
contracting services 85,325,335 3,721,794 81,603,541 71,573,380 3,388,866 68,184,514
Contract assets
interrelated with quality
guarantee deposit 5,213,946 279,471 4,934,475 4,908,801 292,740 4,616,061
Total 90,539,281 4,001,265 86,538,016 76,482,181 3,681,606 72,800,575
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10.

Contract assets (Continued)

)

3)

4

Provision for impairment of contract assets
All amounts in RMB 000

Lifetime expected Lifetime expected

credit losses credit losses

Items (unimpaired) (impaired)) Total
Provision for credit losses at

31 December 2019 2,475,318 1,206,288 3,681,606
Provision for the current period 310,434 117,247 427,681
Reversal for the current period (51,450) (51,451) (102,901)
Other changes (195,625) 190,504 (5,121)
Provision for credit losses at 30 June

2020 2,538,677 1,462,588 4,001,265
Book value at 30 June 2020 88,958,815 1,680,466 90,539,281

Qualitative analysis on contract assets

The engineering contracting services provided by the Group normally constitute the single
performance obligation, which require to be fulfilled in a certain period. The Group shall determine
the implementation progress according to the proportion of actual cost in estimated total cost
(cost method). Engineering contracting services require regular settlement with the client, and the
related contract consideration vests the Group the right to charge the consideration, which will be
listed on receivables, to the client unconditionally after the completion of settlement. Under normal
circumstances, there are some timing differences between the implementation progress and the
settlement progress in engineering contracting. As at 30 June 2020, implementation progress of part
of contracts exceeded the settlement progress, thus formed related contract assets, which transfer
into receivables after the completion of settlement.

For the engineering quality deposit arising from the settlement of engineering contracting services
provided by the Group, the Group has the right to receive the consideration unconditionally from
the customer upon the expiration of the guarantee period with no significant quality issues occurred
therein. Such deposit constituted contract assets and was transferred into accounts receivable under
the above-said condition.

West Australia SINO Iron Mining Project

In 2012, MCC Mining (Western Australia) Pty Ltd. (“Western Australia”), a wholly owned subsidiary
of the Group, was forced to postpone the SINO Iron Project, including six production lines in total,
due to reasons like extreme weather condition in Australia and other unpredictable reasons. The
owner of the project is CITIC Limited. The Group negotiated with China CITIC Group Ltd. (“CITIC
Group”, the parent company of CITIC Limited) for the project delay and the total contract price after
cost overruns. CITIC Group and Western Australia signed the Third Supplementary EPC Agreement
of SINO Iron Project in Western Australia on 30 December 2011 agreeing that the construction costs
to complete the second main process line including trial run should be within USD4.357 billion. The
ultimate construction costs for the aforesaid project should be determined by an audit performed
by third party auditor. Based on the consensus with CITIC Group above and the estimated total
construction costs of the project, the Group recognized impairment loss on contract costs of USD481
million (equivalent to approximately RMB3.035 billion) for the year ended 31 December 2012.
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10. Contract assets (Continued)
4) West Australia SINO Iron Mining Project (Continued)

As of 31 December 2013, the first and the second production lines of the project were completed
and put into operation. Western Australia and Sino Iron Pty Ltd. (a wholly owned subsidiary of CITIC
Limited) signed the Fourth Supplementary Agreement of SINO Iron Project in Western Australia
dated 24 December 2013 for the handing over of the first and the second production lines of the
project to CITIC Group at the end of 2013. As such, the construction, installation and trial running
work set out in the EPC contract for the project entered into by Western Australia was completed.
For the third to sixth production lines of the project, Western Australia and Northern Engineering
& Technology Corporation, a subsidiary of the Company, have entered into Project Management
Service Agreement and Engineering Design and Equipment Procurement Management Technology
Service Agreement, respectively, with CITIC Group for the provision of follow-up technology
management services to CITIC Group. In addition, both the Group and CITIC Group have agreed to
engage an independent third party to perform an audit of the total construction costs incurred for the
project, the reasonableness of the construction costs incurred, the reasons of the project delay and
the responsibility for the delay. Based on the final result of the audit, the Group and CITIC Group will
make final settlement of the project.

The Group assessed the contract assets based on expected credit losses. In the opinion of the
Group, although the final contract amount shall be confirmed after the auditing of the third party,
the consensus between the Group and CITIC Group for the previously agreed construction costs of
USD4.357 billion mentioned in the paragraph above remained unchanged. The Group reasonably
expected that the consensus should not have any significant change and recognized no additional
contract losses at 30 June 2020.

On 30 June 2020, the contract assets of the project mentioned above amounted to
RMB3,787,606’000. After the completion of the audit mentioned above, the Group will actively follow
up with CITIC Group for negotiation and discussion in reaching the final agreed project construction
costs and make relevant accounting treatments accordingly.

11. Non-current assets due within one year
All amounts in RMB’000
Item 30 June 2020 31 December 2019
Long-term receivables due within one year (Note VII 13) 1,729,813 2,078,913
Total 1,729,813 2,078,913
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12. Other current assets

Items

30 June 2020

All amounts in RMB’000

31 December 2019

VAT debit balance
Prepayments of enterprise income tax

Total
13. Long-term receivables
(1) Long-term receivables

Items

1,678,162 1,822,285
460,951 460,245
2,139,113 2,282,530

30 June 2020

All amounts in RMB’'000

31 December 2019

Long-term receivables on project

Loans to related parties

Receivables on disposal of equity investments
Others

Total carrying amount
Less: provisions for credit losses for long-term
receivables

Total book value
Including: Long-term receivables due within one
year, net
Long-term receivables due over one year,
net

28,245,144 25,271,138
1,342,989 1,209,488
333,485 333,485
1,348,207 1,612,710
31,269,825 28,326,821
2,691,354 1,921,114
28,578,471 26,405,707
1,729,813 2,078,913
26,848,658 24,326,794

As at 30 June 2020, long-term receivables are presented on a net basis with the discount rate

ranging from 4.35% to 4.90%.
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13. Long-term receivables (Continued)

2) Provision for credit losses for long-term receivables

Future 12-month Lifetime expected
expected credit

Phase 1 Phase 2

credit losses

All amounts in RMB'000

Phase 3

Lifetime expected
credit losses

Items losses (unimpaired) (impaired) Total
Provisions for credit losses

at 31 December 2019 109,316 156,761 1,655,037 1,921,114
Provision for the current

period 166,269 225177 402,764 794,210
Reversal for the current

period - (8,856) (15,114) (23,970)
Provisions for credit losses

at 30 June 2020 275,585 373,082 2,042,687 2,691,354
carrying amount of long-term

receivables at 30 June

2020 8,876,982 19,570,226 2,822,617 31,269,825

3) As of 30 June 2020, the Group has no long-term receivables that are derecognized as a whole
because almost all the risks and rewards related to the ownership have been transferred to the
transferee but continues to be involved in the transferred financial assets(as at 31 December 2019:

nil).
14. Long-term equity investments
All amounts in RMB 000
Movement during the current period
Provision for
impairment Provision for
at 31 Share of Other Other Declaration for the impairment
December  Increasing Decreasing profits/ comprehensive equity of cash current at 30 June
Company name 2019 investments investments (losses) income movements  dividends period Others 30 June 2020 2020
. Joint ventures
Guizhou Ziwang Highway
Construction Co., Ltd.(Note
IX1(1)Q) 1,630,398 - (11,480) - - - - - 1,618,918 -
Guizhou Sanli Highway Construction
Co., Ltd.(Note 1X1(1)2) 1,365,934 - 12,640 - - - - - 1,368,574 -
Guizhou Sanshi Highway
Construction Co., Ltd.(Note
IX1(1)2) 884,062 - (16,904) - - - - - 867,158 -
Zhuhai Henggin Headquarters
Building Investment Co., Ltd.
(Note IX1(1)Q) - 514,881 (4,009) - 1,182 - - - 512,054 -
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14. Long-term equity investments (Continued)

Movement during the current period

Provision for
impairment Provision for
at 31 Share of Other Other Declaration for the impairment
December  Increasing Decreasing profits/ comprehensive equity of cash current at 30 June
Company name 2019 investments investments (losses) income movements  dividends period Others 30 June 2020 2020
Yinchuan Huaiyuan Road Integrated
Pipe Network Construction and
Management Co., Ltd.(Note
X1(1)Q) 243,785 - - - - - - - - 243,785 -
Others 2,439,232 45,182 (66,721)  (65,029) - (13) (1,699) - - 2,350,952 219,720
Sub-total 6,553,411 560,063 (66,721)  (84,782) - 1,169 (1,699) - - 6,961,441 219,720
II. Associates
Zhuhai MCC Jianxin Investment
Management Partnership (LP) 3,955,134 - - 117,112 - - (117,112) - - 3,955,134 -
Shigang Jingcheng Equipment
Development and Manufacturing
Co., Ltd. 516,823 - - (17,743) - - - - - 499,080 -
Beijing City Vice-Center Investment
Fund Partnership (Limited
Partnership) 400,178 - - 2,483 - - - - - 402,661 -
Tianjin SERI Machinery Equipment
Corporation Ltd. 426,907 - - (48,756) - - - - - 378,151 98,855
Sichuan Development National
Metallurgical Construction
Investment Co., Ltd. (Note IX
(2)0) 237,846 36,000 - 7,259 - - - - - 281,105 -
Others 9,744,067 1,081,628 (10,696)  (22,654) 165 (219) (4,287) - - 10,788,054 56,731
Subtotal 15,280,985 1,117,628 (10,696) 31,701 165 (219)  (121,349) - - 16,304,185 155,586
Total 21,834,366 1,677,691 (T747)  (47,081) 165 950 (123,048) - - 23,265,626 375,306
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15. Investments in other equity instruments

(1)

)

3)

(4)

Investments in other equity instruments

All amounts in RMB'000

Cash dividends

30 June 31 December for the

Items 2020 2019 current period
Investments in non-trading equity

instruments — listed companies 298,346 381,250 1
Investments in non-trading equity

instruments-unlisted companies 1,523,975 1,490,497 6,317

Total 1,822,321 1,871,747 6,318

For the current period, the Group derecognized investment in other equity instruments, and
transferred the accumulated gains from such investment previously included in other comprehensive
income amounting to RMB21,813’'000 to retained earnings. (Note VII 48).

As of 30 June 2020, the cumulative loss of other equity instruments held by the Group that are
recorded in other comprehensive income is RMB12,923’000 (Note VII 48).

Since these investments are non-tradable equity instruments and the Group is not expected to
sell them in the foreseeable future, the Group designates these investments as financial assets
at fair value through OCI. The method for determining the fair value of investment in other equity

instruments can be found in Note XI.
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16. Other non-current financial assets
All amounts in RMB'000
Item 30 June 2020 31 December 2019
Financial assets at FVTPL 4,292,774 4,171,068
Including: Investment in unquoted fund product 4,239,784 4,119,753
Equity instrument investment 52,990 57,815
Total 4,292,774 4,171,068

The method for determining the fair value of other non-current financial assets can be found in Note XI.
17. Investment properties
(1) Investment properties measured at cost

All amounts in RMB’'000

Buildings and
ltems structures Land use rights Total
I.  Total original book value
1. 31 December 2019 6,177,530 589,053 6,766,583
2. Increase 707,984 - 707,984
(1) Transferred from inventory 662,575 - 662,575
(2) Others 45,409 - 45,409
3. Decrease 11,205 - 11,205
(1) Disposal 11,205 = 11,205
4. 30 June 2020 6,874,309 589,053 7,463,362
Il. Total accumulated depreciation
and amortization
1. 31 December 2019 859,175 124,420 983,595
2. Increase 83,146 7,107 90,253
(1) Depreciation or amortization 70,582 7,107 77,689
(2) Others 12,564 - 12,564
3. Decrease 3,592 - 3,592
(1) Disposal 3,592 - 3,592
4. 30 June 2020 938,729 131,527 1,070,256
lll. Total accumulated impairment
provision
1. 31 December 2019 19,192 - 19,192
2. Increase 5,371 - 5,371
(1) Provision 5,371 - Sl
3. Decrease 690 = 690
(1) Disposal 690 - 690
4. 30 June 2020 23,873 - 23,873
IV. Total carrying amount
1. 30 June 2020 5,911,707 457,526 6,369,233
2. 31 December 2019 5,299,163 464,633 5,763,796
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17. Investment properties

2) As at 30 June 2020, the Group have buildings and structures of investment properties at carrying
amount of RMB264,001°000 (original book value of RMB285,882'000) of which the title certificates
were not obtained by the Group (as at 31 December 2019: carrying amount of RMB199,370'000;
original book value of RMB217,608°000).

All amounts in RMB’000

Reasons for title certificates
Item Carrying amount outstanding

Scientific Research Building of China

ENFI Engineering Co., Ltd. 264,001 In progress
3) Investment properties with title restriction as at 30 June 2020 are set out in Note VII 70.
18. Fixed assets
(1) Fixed assets

All amounts in RMB’000

Office
Buildings and Machinery and Transportation equipment
ltems structures equipment vehicles and others Total
I.  Total historical cost:
1. 31 December 2019 23,390,553 22,725,609 2,019,585 3,894,365 52,030,112
2. Increase 229,710 308,847 50,914 148,370 732,841
(1) Purchase 65,881 114,349 45,758 89,142 315,130
(2) Transferred from
construction in progress 92,089 88,798 - 10,844 191,731
(8) Others 71,740 100,700 5,156 48,384 225,980
3. Decrease 32,154 83,219 85,439 28,996 229,808
(1) Disposal or written-off 23,517 75,438 77,045 21,016 197,016
(2) Decrease in disposal of
subsidiaries - 340 1,995 601 2,936
(8) Others 8,637 7,441 6,399 7,379 29,856
4. 30 June 2020 23,588,109 22,946,237 1,985,060 4,013,739 52,533,145
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(1) Fixed assets (Continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

Office
Buildings and Machinery and Transportation equipment
ltems structures equipment vehicles and others Total
Il. Total accumulated depreciation
1. 31 December 2019 7,097,081 13,518,326 1,324,388 1,580,414 23,520,209
2. Increase 435,058 744,173 73,984 148,501 1,401,716
(1) Provision 418,426 687,401 70,321 131,620 1,307,768
(2) Others 16,632 56,772 3,663 16,881 93,948
3. Decrease 25,082 70,766 72,256 25,007 193,111
(1) Disposal or written-off 19,985 66,500 58,822 18,460 163,767
(2) Decrease in disposal of
subsidiaries - - 1,255 292 1,547
(3) Others 5,097 4,266 12,179 6,255 27,797
4. 30 June 2020 7,507,057 14,191,733 1,326,116 1,703,908 24,728,814
lll. Total impairment provision
1. 31 December 2019 886,235 1,360,208 24,646 117,575 2,388,664
2. Increase 3,605 5,344 204 1,689 10,842
(1) Provision - - - - -
(2) Others 3,605 5,344 204 1,689 10,842
3. Decrease - 3,048 26 61 3,135
(1) Disposal or written-off - 707 26 61 794
(2) Others - 2,341 - - 2,341
4. 30 June 2020 889,840 1,362,504 24,824 119,203 2,396,371
IV Total carrying amount of fixed
assets
1. 30 June 2020 15,191,212 7,392,000 634,120 2,190,628 25,407,960
2. 31 December 2019 15,407,237 7,847,075 670,551 2,196,376 26,121,239

2) Temporary idle fixed assets

Accumulated Provision for

All amounts in RMB’'000

Carrying

ltems Historical cost depreciation impairment amount Notes
Buildings and Seasonal
structures 346,962 129,185 167,097 50,680  suspension or idle
Machinery and Seasonal
equipment 859,459 425,148 353,944 80,367  suspension or idle
Seasonal
Other equipment 13,933 10,023 1,014 2,896  suspension or idle
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18.  Fixed assets (Continued)
(3)  Fixed assets under operating leases
All amounts in RMB'000

30 June 2020
Item Carrying amount

Machinery equipment and others 13,480

(4) Fixed assets of which certificates of title have not been obtained

All amounts in RMB'000

Reasons for title
certificates
Items Carrying amount outstanding

Heavy industry production base project of China First

Metallurgical Group Co., Ltd. 131,860 In the process
Scientific Research Building of China ENFI

Engineering Co., Ltd. 58,660 In the process
The office building of China Huaye Group Co., Ltd. in

Beijing 13,437 In the process

Buildings and structures with an aggregate carrying amount of RMB203,957°000 (historical
cost: RMB275,763'000) as at 30 June 2020 (as at 31 December 2019: carrying amount of
RMB262,597°000; historical cost of RMB336,990°000) were in the process of applying for relevant
title certificates.

(5) Fixed assets with title restriction as at 30 June 2020 are set out in Note VII 70.
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19. Construction in process
(1) Construction in progress analysed by category

All amounts in RMB’'000

Category 30 June 2020 31 December 2020

Construction in progress 4,864,858 4,359,866

Materials for construction of fixed assets 63,867 66,652

Total 4,928,725 4,426,518
2) Construction in process

@ Construction in process

All amounts in RMB'000

30 June 2020 31 December 2019
Provision for Provision for
ltems Book value impairment Carrying amount ~ Book value impairment  Carrying amount
Infrastructure Project of MCC JCL Anak
Mining Co., Ltd. 1,140,283 - 1,140,283 1,111,505 - 1,111,506
MCC Tongluo Town Supporting Project 922,979 - 922,979 872,933 - 872,933
Duda Lead and zinc Project 708,390 603,202 105,188 698,300 603,202 95,098
Courtyard Development and Reform Project
of Central Research Institute of Building
and Construction Co., Ltd. 304,428 - 304,428 274,556 - 274,556
China Metallurgical Construction Academy
Project 243,645 - 243,645 - - -
Hotel of Holiday Resort on BAIZHI Mountain
0fMCC 236,402 - 236,402 230,583 - 230,583
Shenzhen Qianhai MCC Science and
Technology Building Project 128,954 - 128,954 78,733 - 78,733

Infrastructure Investment Project for

Industrialization of Prefabricated

Housing 126,715 - 126,715 100,392 - 100,392
Zhanjiang Iron and Steel No. 3 blast furnace

system engineering environmental

protection BOO project 99,148 - 99,148 25,197 - 25,197
Zhengzhou Baoye Steel Structure Co., Ltd.

Steel Structure Project 88,306 - 88,306 79,556 - 79,556
Others 1,550,590 81,780 1,468,810 1,572,493 81,780 1,490,713
Total 5,549,840 684,982 4,864,858 5,044,848 684,982 4,359,866
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19. Construction in process (Continued)

2) Construction in process (Continued)

@ Movements of the significant items of construction in progress
All amounts in RMB’000
Latest rate
Including: of borrowing
Cost Capitalized costs
Transfer to incurred as Accumulated  borrowing  capitalized
fixed assets/ a percentage capitalized  costs for for the
Budgeted 30 June intangible ~ Other 31 December of budgeted ~ Construction ~ borrowing ~ the current current
ltems amount 2020 Increase assets  changes 2019 amount progress costs period period  Sources of fund
(%) (%) (%)
Infrastructure Project of MCC JCL 23,847,800 1,111,505 28,778 - - 1,140,283 19.75 19.75 - - - Self-raised funds
Anak Mining Co., Ltd.
MCC Tongluo Town Supporting 1,037,373 872933 50,046 - - 922979 88.97 98.00 - - - Self-raised funds
Project
Duda Lead and zinc Project 1,116,845 698300 22,200 12110 - 708,390 97.41 9741 9,553 - - Self-raised funds and
loans from financial
insfitutions
Courtyard Development and 1000000 27455 29,872 - - 304428 3044 3044 11,993 3,286 6.64  Self-raised funds and
Reform Project of Central oans from financial
Research Institute of Building institutions
and Construction Co., Ltd.
China Metallurgical Construction 472,391 - 364 - - 43645 51.58 51.58 - - - Self-raised funds
Academy Project
Hotel of Holiday Resort On 250,000 230583 5819 - - 236,402 9456 94.56 - - - Self-raised funds
BAIZHI Mountain Of MCC
Shenzhen Qianhai MCC Science 1,695,938 78733 50,221 - - 128954 760 760 68,257 521 750 Self-raised funds and
and Technology Building loans from financial
Project institutions
Infrastructure Investment 190,000 100,392 26,323 - - 126,715 66.69 66.69 7,503 1,213 500  Self-raised funds and
Project for Industrialization of loans from financial
Prefabricated Housing institutions
Znanjiang Iron and Steel No. 649867 25797 73351 - - 99,148 16.39 15.39 - - - loans from financial
3 blast furnace system institutions
engineering environmental
protection BOO project
Znhengzhou Baoye Steel Structure 400,000 79,556 8,750 - - 88,306 62.76 62.76 - - - Self-raised funds
Co., Ltd. Steel Structure
Project
Others 9619888 1572493 194808  -179.621 -37090 1,550,590 - - 60,143 5622 - Self-raised funds and
loans from financial
insfitutions
Total 40280102 5044848 733818 191731 -37090 5,549,840 / [ 167,449 10,702 | Self-raised funds
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19. Construction in process (Continued)
2) Construction in process (Continued)
©) The Group made provision for impairment of construction in progress of RMB Nil for the
current period (for the period ended 30 June 2019: RMB5,564°'000). As at 30 June 2020,
the balance of the impairment provision for construction in progress of the Group was
RMB684,982'000 (as at 31 December 2019: RMB684,982'000).

3) Materials for construction

All amounts in RMB'000

Items 30 June 2020 31 December 2019
Materials 12,978 18,946
Equipment 50,193 47,021
Tools and instruments prepared for production 672 660
Others 24 25
Total 63,867 66,652
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20. Right of use assets
All amounts in RMB'000
Buildings and Machinery and Transportation
ltems structures equipment vehicles Others Total
I.  Total historical cost: - - - - -
1. 31 December 2019 513,009 65,055 441,478 9,187 1,028,729
2. Increase 62,960 494 = 593 64,047
(1) New leases 62,848 494 - 593 63,935
(2) Others 112 - - - 112
3. Decrease 22,110 2,080 9,211 1,244 34,645
(1) Transferred the ownership
of assets to fixed assets
from expired lease
contract 21,654 - - 1,244 22,898
(2) Others 456 2,080 9,211 - 11,747
4. At 30 June 2020 553,859 63,469 432,267 8,536 1,058,131
Il. Total accumulated amortization
1. 31 December 2019 138,511 50,435 297,217 2,044 488,207
2. Increase 70,899 3,321 16,618 1,529 92,367
(1) Provision 70,863 3,321 16,618 1,629 92,331
(2) Others 36 - - - 36
3. Decrease 8,247 2,007 8,354 1,173 19,781
(1) Transferred the ownership
of assets to fixed assets
from expired lease
contract 8,199 - - 1,173 9,372
(2) Others 48 2,007 8,354 - 10,409
4. 30 June 2020 201,163 51,749 305,481 2,400 560,793
lll. Total impairment provision
1. 31 December 2019 - - - - -
2. 30 June 2020 - - - - -
IV. Carrying amount
1. 30 June 2020 352,696 11,720 126,786 6,136 497,338
2. 31 December 2019 374,498 14,620 144,261 7,143 540,522

For the current period, the Group’s short-term leasing fee, which is simplified and charged to current profits
and losses, is RMB112,762°000
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21.

Intangible assets

(1) Intangible assets

All amounts in RMB’'000

Patent and
Land use Mining proprietary Trademark
ltems rights rights Franchise  Software technology right Total
I.  Total historical cost
1. 31 December 2019 7,975,028 4,060,768 9,008,791 749,245 162,494 270 21,951,596
2. Increase 40,947 20,960 937,985 34,193 160 - 1,034,245
(1) Purchase 40,947 - 937,985 33,490 160 - 1,012,582
(2) Others - 20,960 - 703 - - 21,663
3. Decrease 2,165 9,586 395 4,440 = = 16,586
(1) Disposal or write-off 604 - 395 - - - 999
(2) Others 1,561 9,586 - 4,440 - - 15,587
4. 30 June 2020 8,013,810 4,072,142 9,941,381 778,998 162,654 270 22,969,255
Il. Total accumulated
amortization
1. 31 December 2019 1,501,616 62,152 1,420,609 490,255 48,978 270 3,523,880
2. Increase 103,398 2,644 114,640 38,275 6,151 - 265,108
(1) Amortization 103,398 2,508 114,640 38,125 6,151 - 264,822
(2) Others - 136 - 150 - - 286
3. Decrease 581 - 282 4,253 775 - 5,891
(1) Disposal or write-off 145 - 282 - - - 427
(2) Others 436 - - 4,253 775 - 5,464
4. 30 June 2020 1,604,433 64,796 1,534,967 524,277 54,354 270 3,783,097
lll. Total impairment provision
1. 31 December 2019 93,749 2,532,061 - 250 4,783 2,630,843
2. Increase 2,602 - - - = = 2,602
(1) Provision 2,602 - - - - - 2,602
3. Decrease - 9,565 - - - - 9,565
(1) Others - 9,565 - - - - 9,565
4, 30 June 2020 96,351 2,522,496 - 250 4,783 - 2,623,880
IV. Carrying amount
1. 30 June 2020 6,313,026 1,484,850 8,406,414 254,471 103,517 - 16,562,278
2. 31 December 2019 6,379,663 1,466,555 7,583,182 258,740 108,733 - 15,796,873

As at 30 June 2020, the internally developed intangible assets as a percentage of total intangible
assets of the Group was 0.12% (as at 31 December 2019: 0.26%).
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21.

22.

Intangible assets (Continued)

For the current period, the Group made no extra impairment provision of Cape Lambert Iron Project
owned by the Group. As at 30 June 2020, the accumulated impairment provision for the Cape
Lambert Iron Project intangible assets amounting to RMB2,502,273°000, including the decreasing
accumulated impact on exchange fluctuation of Australian dollars of RMB318,489°'000. The related
intangible assets belong to the resource development segment.

Intangible assets with title restriction as at 30 June 2020 are set out in Note VII 70.

2

(3)

Goodwill

(1) Original historical amount

All amounts in RMB’000

Increase Decrease
31 December Business 30 June

Company name 2019 combinations Others Disposal Others 2020
MCC Finance Corporation Ltd. 105,032 - - - - 105,032
Beijing ShengPeng Real Estate

Development Co., Ltd. 94,923 - - - - 94,923
MCC Minera Sierra Grande S.A 23,414 - - - 1,892 21,522
Chengde Tiangong Architectural Design

Co., Ltd. 33,460 - - - - 33,460
China Metallurgical Construction

Engineering Group Chongaing Heyuan

Concrete Co., Ltd. 18,533 - - - - 18,533
Qingdao JinZe HuaDi Real Estate

Development Co., Ltd. 9,779 - - - - 9,779
Beijing HaiKe Real Estate Development

Co., Ltd. 6,477 - - - - 6,477
Beijing Tianrun Construction Co., Ltd. 5,142 - - - - 5,142
Shanghai WuGang Equipment

Engineering Co., Ltd. 1,114 - - - - 1,114
Total 297,874 - - - 1,892 295,982
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22. Goodwill
2) Provision for impairment of goodwill

All amounts in RMB’'000

Increase Decrease
31
December 30 June

Company name 2019  Provision Others  Disposal Others 2020
Beijing ShengPeng Real Estate

Development Co., Ltd. 94,923 - - - - 94,923
MCC Minera Sierra Grande S.A 23,414 - - - 1,892 21,522
Qingdao JinZe HuaDi Real

Estate Development Co., Ltd. 9,184 11 - - - 9,195
Beijing HaiKe Real Estate

Development Co., Ltd. 6,477 - - - - 6,477
China Metallurgical Construction

Engineering Group

Chongging Heyuan Concrete

Co., Ltd. 2,353 - - - - 2,353
Total 136,351 11 - - 1,892 134,470

3) When the Group performs impairment assessment on goodwill arising from business combination,
the Group allocates the book value of goodwill to the asset group or portfolio that is expected to
benefit from the synergistic effect of enterprise merger, and evaluates the recoverable amount of the
asset group or portfolio that contains the apportioned goodwill.

4) The recoverable value of the asset groups is calculated based on the present value of future
cash flows which is approved by the management. MCC Finance Corporation Ltd. adopts a pre-
tax discount rate of 17.33% (As at 31 December 2019: 17.33%). Cash flow projections during
the forecast period for the asset groups are based on the expected growth rates and gross
margins during the forecast period. Forecast growth rate is based on the expected growth rate
for the industry. Forecast gross margin has been determined based on past performance and
management’s expectations for the market development. The recoverable value of the asset groups
of the other subsidiaries, are calculated based on the present value of future cash flows as well, but
not significant to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

All amounts in RMB’000

Items 2019 Increase Amortization Other decreases 30 June 2020
Improvements of leasehold 38,564 27,220 5,760 - 60,024
Insurance expenditures 8,776 - 2,807 - 5,969
Repair expenditures 22,044 1,937 2,530 206 21,245
Others 196,516 34,934 32,776 241 198,433
Total 265,900 64,091 43,873 447 285,671

Deferred tax assets and deferred tax liabilities

(1)

same tax jurisdiction

30 June 2020

Deferred tax assets without taking into consideration of the offsetting of balances within the

All amounts in RMB’000

31 December 2019

Deductible Deductible
temporary temporary
differences/tax Deferred tax differences/tax Deferred tax
Items losses assets losses assets
Impairment provision 26,311,333 4,337,019 22,648,841 4,052,091
Unrealized profit on inter-company
transactions 2,688,161 618,812 2,526,258 584,565
Defined benefit plans 1,383,108 313,047 1,402,165 317,122
Deductible tax losses 1,238,882 213,973 1,364,635 235,677
Employee benefits payable 383,869 61,509 358,475 BIESSS
Changes in the fair value of other
equity instrument investments 528,349 110,395 203,960 42,927
Others 2,305,179 550,998 1,811,225 410,856
Total 34,838,881 6,205,753 30,315,559 5,700,593
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24. Deferred tax assets and deferred tax liabilities (Continued)

2) Deferred tax liabilities without taking into consideration of the offsetting of balances within the
same tax jurisdiction

All amounts in RMB’'000

30 June 2020 31 December 2019
Taxable Taxable
temporary Deferred tax temporary Deferred tax
Iltems differences liabilities differences liabilities

Fair value adjustments upon

business combination not under

common control 14,625 5,023 46,857 13,397
Changes in the fair value of

investments of other equity

instruments 646,558 137,221 197,372 31,219
Others 503,396 121,603 453,533 109,067
Total 1,164,579 263,847 697,762 153,683
3) Deferred tax assets and deferred tax liabilities presented on a net basis after offsetting

All amounts in RMB'000

The offset
The offset Deferred tax amount of Deferred tax
amount of assets and deferred tax assets and
deferred tax liabilities after assets and liabilities after
assets and offset at liabilities at the offset at the
liabilities at the the end of beginning beginning
Items end of the period the period of the period of the period
Deferred tax assets 200,045 6,005,708 81,998 5,618,595
Deferred tax liabilities 200,045 63,802 81,998 71,685
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24. Deferred tax assets and deferred tax liabilities (Continued)

4

(5)

Details of the Group’s unrecognized deferred tax assets

Items

30 June 2020

All amounts in RMB'000

31 December 2019

Deductible temporary differences
Deductible tax losses

Total

7,061,297 7,378,256
9,037,388 10,711,071
16,098,685 18,089,327

Deductible tax losses that are not recognized as deferred tax assets will expire in the following

years
All amounts in RMB'000

Year 30 June 2020 31 December 2019
2020 - 2,052,423
2021 3,194,067 3,270,920
2022 1,662,720 1,675,496
2023 1,845,722 1,853,487
2024 1,826,561 1,858,745
2025 508,318 -
Total 9,037,388 10,711,071
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25. Other non-current assets
All amounts in RMB’000
Items 30 June 2020 31 December 2019
Deposits for acquisition of assets 199,409 156,713
Continuing involvement in the transferred financial asset
(Note VII (5)) 14,600 14,600
Total 214,009 171,313
26. Short-term borrowings

(1) Categories of short-term borrowings

All amounts in RMB’'000

Items 30 June 2020 31 December 2019
Pledge loans (Note 1) 3,000 3,000
Mortgaged loans (Note 2) 229,000 149,000
Credit loans (Note 3) 56,148,402 40,324,556
Total 56,380,402 40,476,556

Note 1: Pledged loans
As at 30 June 2020, the pledged loans of RMB3,000'000 (31 December 2019: 3,000'000) were obtained
by pledging accounts receivable with the carrying amount of RMB6,050°000 as a collateral (December 31,
2019: 6,050'000) to the bank.

Note 2: Mortgaged loans

As at 30 June 2020, the mortgaged loans of RMB229,000°000 (as at 31 December 2019: RMB149,000°000)
were secured by the mortgage of the Group’s intangible assets and fixed assets in an aggregate carrying
amount of RMB314,397°000 (as at 31 December 2019: RMB438,824'000).

Note 3: Credit loans

For the current period, the weighted average interest rate of short-term borrowings was 3.77% per annum
(For the period ended 30 June 2019: 4.39% per annum).
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27.

28.

29.

Derivative financial liabilities

Items

30 June 2020

All amounts in RMB’000

31 December 2019

USD foreign exchange option
Forward exchange contracts

Total

5,418 4,225
3,632 5
9,050 4,230

Determination of fair value of derivative financial liabilities refers to Note XI.

Bills payable

Category

30 June 2020

All amounts in RMB’000

31 December 2019

Bank acceptance bills
Commercial acceptance bills

Total

Accounts payable

(1) Presentation of accounts payable

Items

30,808,651 28,204,347
4,079,447 3,282,785
34,888,098 31,487,132

30 June 2020

All amounts in RMB’000

31 December 2019

Project fees
Purchases
Design fees
Labor fees
Retention money
Others

Total

83,844,856 75,708,557
34,690,983 31,788,744
682,581 706,121
7,758,192 6,010,918
789,950 728,681
1,336,914 911,992
129,103,476 115,855,013

2020 INTERIM REPORT

197



Financial Statements

For the six months ended 30 June 2020

VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

29. Accounts payable (Continued)

2) Aging analysis of accounts payable

All amounts in RMB’'000

Aging 30 June 2020 31 December 2019
Within 1 year 96,453,380 84,943,833
11to 2 years 16,155,571 14,616,943
2 to 3 years 6,626,191 6,977,758
Over 3 years 9,868,334 9,316,479
Total 129,103,476 115,855,013

3) On 30 June 2020, accounts payable of RMB32,650,096'000 (31 December 2019: RMB30,911,180'000)
aged over one year were mainly due to project and materials payable, as both parties remained

business transactions have taken place and the amount has not been settled.

30. Receipts in advance
All amounts in RMB 000
Item 30 June 2020 31 December 2019
Lease receipts in advance 250,798 245,284
Total 250,798 245,284
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31. Contract liabilities

(1)

)

Presentation of contract liabilities

All amounts in RMB'000

Items 30 June 2020 31 December 2019

Contract liabilities relating to engineering contracting

service contracts 46,319,350 48,644,973
Contract liabilities relating to sales contracts 12,399,937 14,491,599
Contract liabilities relating to other customers’

contracts 3,843,662 1,459,398
Total 62,562,949 64,595,970

Qualitative analysis on contract liabilities

The contract liabilities of the Group mainly derives from engineering contracting service contracts
and sales contracts.

As presented in Note VII 10, the engineering contracting services provided by the Group require
regular settlements with the customers. Under normal circumstances, there are some time
differences among the implementation and settlement progress of the engineering contracting
service contracts or the progress of receipt. As at 30 June 2020, the implementation progress of
some engineering contracting service contracts lagged behind the settlement progress or receipt
progress, which means the Group has acquired the contract consideration or the right to gain
contract consideration unconditionally, thus forming the contract liabilities relating to engineering
contracting services.

The sales contracts of the Group are normally satisfied at a point in time. The Group will recognize
revenue at the time of acquiring the control of the related goods. As at 30 June 2020, the
implementation time of performance obligation of the Group in the sale contract was later than the
payment time of the customers, thus forming the related contract liability of the sale contract.
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32. Employee benefits payable
(1) Employee benefits payable

All amounts in RMB’'000

ltems 31 December 2019 Increase Decrease 30 June 2020
| Short-term employee benefits 1,660,516 8,626,778 8,360,800 1,926,494
I Post-employment benefits -

defined contribution plans 349,380 779,326 749,047 379,659

[Il. Termination benefits 8,201 54,008 17,486 44,723
[V Other benefits 19,897 1,166,304 1,178,310 7,891

Total 2,037,994 10,626,416 10,305,643 2,358,767

2) Short-term employee benefits
All amounts in RMB 000

ltems 31 December 2019 Increase Decrease 30 June 2020

| . Salaries, bonuses, allowances and

subsidies 514,097 7,078,760 6,910,937 681,920

I Staff welfare 26,226 312,952 317,256 21,922

Il Social insurance premiums 31,486 421,234 409,092 43,628

Including: Medical insurance 29,418 377,139 366,188 40,369
Work-related injury

insurance 1,265 25,473 24,252 2,486

Maternity insurance 803 18,622 18,652 773

IV Housing provident funds 197,098 632,593 587,083 242,608
V. Labor union expenditures and

employees’ education expenses 891,609 181,239 136,432 936,416

Total 1,660,516 8,626,778 8,360,800 1,926,494
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32.

33.

Employee benefits payable (Continued)

3) Defined contribution plan

All amounts in RMB'000

ltems 31 December 2019 Increase Decrease 30 June 2020
1. Basic retirement insurance 479,277 438,767 175,027
2. Unemployment insurance 17,863 16,381 8,310
3. Supplementary pension 282,186 293,899 196,322
Total 779,326 749,047 379,659

The Group participated in the social insurance premiums plans set up by the government according
to the regulations. According to the plan, the Group makes deposits into the plans according to the
regulations. Other than the deposits mentioned above, the Group does not need to make any further
payments. The corresponding expenses shall be charged to the profit or loss in the period as and

when incurred.

For the current period, The Group made deposits amounting to RMB779,326’000 (For the period
ended 30 June 2019: RMB1,179,954°000) to the defined contribution plan. As at 30 June 2020, there
was a payable amount of RMB379,659’000 (as at 31 December 2019: RMB349,380°000).

Taxes payable

Items

All amounts in RMB’000

30 June 2020 31 December 2019

Value added tax

Consumption tax

Enterprise income tax

Individual income tax

City maintenance and construction tax
Education surcharges

Land appreciation tax

Others

Total

494,415 468,570
722 1,709
1,384,356 1,328,077
90,478 333,520
54,037 56,216
39,388 38,215
1,009,571 962,453
230,591 273,000
3,303,558 3,461,760
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34. Other payables
(1) Other payables disclosed by nature

All amounts in RMB’'000

Categories 30 June 2020 31 December 2019
Interest payable 27,742 17,986
Dividends payable 2,679,373 1,627,020
Other payables 25,826,859 24,574,780
Total 28,533,974 26,219,786

2) Interest payable

All amounts in RMB’000

Items 30 June 2020 31 December 2019
Interests payable on long-term borrowings 19,031 16,589
Interest payable on short-term borrowings 4,133 546
Others 4,578 851
Total 27,742 17,986

As at 30 June 2020, the Group did not have any significant overdue interest.
3) Dividends payable
All amounts in RMB 000

Items 30 June 2020 31 December 2019

Dividend declared on perpetual bonds classified as

equity instrument 652,474 1,023,324
Other dividends 2,026,899 603,696
Total 2,679,373 1,627,020

Dividends aged over one year but not settled yet is RMB362,581°000, relevant subsidiaries are
discussing with the relevant shareholders for the settlement plan.
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34.  Other payables (Continued)
(4)  Other payables
@  Other payables disclosed by nature

All amounts in RMB'000

Items 30 June 2020 31 December 2019
Guarantees and deposits payable 20,315,452 17,492,598
Rents 218,094 169,662
Utilities payable 173,698 196,790
Repair and maintenance expenses 343,159 366,510
Others 4,776,456 6,349,220
Total 25,826,859 24,574,780

@ On 30 June 2020, other payables aged over one year of RMB9,518,174’000 (31 December
2019 RMB10,001,652'000) were mainly guarantees and deposits payable collected by the
Group. As both parties remained business transactions, the amount has not been settled.

35. Non-current liabilities due within one year
All amounts in RMB'000

Items 30 June 2020 31 December 2019
Long-term borrowing due within one year (Note VIl 37) 5,696,910 7,754,919
Bonds payable due within one year (Note VIl 38) 888,872 7,010,027
Lease liabilities due within one year (Note VII 39) 170,570 216,602
Long-term payables due within one year (Note VIl 40) 378,980 378,980
Employee benefits payable due within one year (Note VIl 41) 253,683 322,888
Other estimated liabilities due within one year (except for

the return payable) (Note VIl 42) 125 -
Total 7,389,140 15,683,416
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36. Other current liabilities

All amounts in RMB’000

Item 30 June 2020 31 December 2019

Amounts to be transferred to output VAT 6,977,494 5,856,396

Total 6,977,494 5,856,396
37. Long-term borrowings

(1) Long-term borrowings disclosed by category

All amounts in RMB’'000

Items 30 June 2020 31 December 2019
Pledged loans (Note1) 3,260,847 3,083,279
Mortgaged loans (Note2) 3,341,955 4,566,594
Guaranteed loans (Note3) 10,559,582 3,453,508
Credit loans 19,529,431 23,871,153
Total 36,691,815 34,974,534
Less: Long-term borrowings due within one year 5,696,910 7,754,919
Including: Pledged loans 711,261 923,623

Mortgaged loans 499,283 961,870

Guaranteed loans 762,524 1,360,648

Credit loans 3,723,842 4,508,778
Long-term borrowings due over one year 30,994,905 27,219,615

Note 1: Pledge loans: As at 30 June 2020, long-term borrowings of RMB3,260,847°000 (as at 31 December
2019: RMB3,083,279'000) were secured by the pledge of the Group’s accounts receivable in amount of
RMB3,719,086'000 (as at 31 December 2019: RMB3,746,313'000).

Note 2: Mortgage loans: As at 30 June 2020, long-term borrowings of RMB3,341,955’000 (as at 31 December
2019: RMB4,566,594°'000) were secured by the mortgage of the Group’s intangible assets, investment
properties and inventories in amount of RMB5,449,888'000 (as at 31 December 2019: RMB6,741,436'000).

Note 3: Guaranteed loans: As at 30 June 2020, long-term borrowings of RMB10,559,582'000 were guaranteed by
CMGC (as at 31 December 2019: RMB3,453,508'000).
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37. Long-term borrowings (Continued)
2) Analysis of the maturity profile of long-term borrowings due over one year

All amounts in RMB'000

Maturity date 30 June 2020 31 December 2019
1to 2 years 14,895,029 11,261,882
2 to 5 years 12,115,370 11,683,899
Over 5 years 3,984,506 4,273,834
Total 30,994,905 27,219,615

(3) For the current period, the weighted average interest rate of long-term borrowings was 5.17% per
annum (For the period ended 30 June 2019: 5.31% per annum).

4) As at 30 June 2020, the Group did not have any significant overdue long-term borrowings.
38. Bonds payable
(1) Bonds payable

All amounts in RMB’000

Items 30 June 2020 31 December 2019
Corporate debentures 1,678,872 1,691,143
USD debentures - 6,978,884
Total 1,678,872 8,670,027
Including: Bonds payable due within one year 888,872 7,010,027

Bonds payable due over one year 790,000 1,660,000
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

38. Bonds payable (Continued)
2) Movement of bonds payable
All amounts in RMB’000
Interest Effect of
Issued in accrued  change of Premium Repaid in
31 December  the current based on exchange and discount  the current
Name of bonds Face value  Issue date Term  Issue amount 2019 Period  face value rate  amortization Period 30 June 2020
USD debentures 3,431,650 2017-5-31 3years 3411043 3,486,393 - 65,317 67,677 3067 3622454 -
(Note 1)
USD debentures 3,378,100  2017-7-17 0 2020-05-30 3376770 3,492,491 - 39,539 59,371 206 3,591,607 -
(Note 2)
Corporate debentures 570,000 2017-10-24 5 years 570,000 513,377 - 14,144 - - - 587,521
(Note 3) to 2017-
10-25
Corporate debentures 870,000 2018-05-07 3years 870,000 891,639 - 20,679 - - 41,586 870,732
(Note 4) t0 2018-
05-08
Corporate debentures 220,000 2018-05-07 5 years 220,000 226,127 = 5,448 - - 10,956 220,619
(Note 5) t0 2018-
05-08
Total 8469750 - - 8447813 8,670,027 - 145,121 127,048 3273 7266603 1,678,872
Note 17 MCC Holding (Hong Kong) Corporation Limited issued USD debentures on 31 May 2017 at a discounted

Note 2

Note 3

Note 4

Note 5

price of USD496,998’000 with a face value of USD500,000'000, a term of three years from issuance. The
debentures bear interest at a fixed rate of 2.950% per annum. Interest will be paid every half year and
principal will be paid upon maturity date.

MCC Holding (Hong Kong) Corporation Limited issued USD debentures on 17 July 2017 at a discounted
price of USD499,803'000 with a face value of USD500,000'000. The maturity date is 30 May 2020. The
debentures bear interest at a fixed rate of 2.950% per annum. Interest will be paid every half year and
principal will be paid upon maturity date.

As approved by CSRC, the Company issued corporate debentures publicly from 24 October 2017 to 25
October 2017, at an equal price with the face value of RMB570,000°000, a term of five years from issuance.
The debentures bear interest at a fixed rate of 4.99% per annum. Interest will be paid every year and
principal will be paid upon maturity date.

As approved by CSRC, the Company issued corporate debentures on a public issuance basis from 7 May
2018 to 8 May 2018 at an equal price with the face value of RMB870,000'000 with a term of three years
from issuance and interest bearing at a fixed rate of 4.78%. Interest will be paid every year and principal
will be paid upon maturity date.

As approved by CSRC, the Company issued corporate debentures on a public issuance basis from 7 May
2018 to 8 May 2018 at an equal price with the face value of RMB220,000'000 with a term of five years from
issuance and interest bearing at a fixed rate of 4.98%. Interest will be paid every year and principal will be
paid upon maturity date.
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

39. Lease liabilities
(1) Lease liabilities disclosed by nature

All amounts in RMB'000

Items 30 June 2020
Lease of buildings and structures 316,054
Other leases 125,696
Total 441,750
Including: Lease liabilities due within one year (Note VIl 35) 170,570

Lease liabilities due over one year 271,180

2) Analysis of the maturity profile of lease liabilities

All amounts in RMB’000

Maturity Date 30 June 2020
1st year after the balance sheet date 176,584
2nd year after the balance sheet date 138,309
3rd year after the balance sheet date 62,772
Subsequent years 111,320
Total minimum lease payments 488,985
Less: Unrecognized financing cost 47,235
Total lease liabilities 441,750
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

40. Long-term payables

(1) Presentation of long-term payables

Categories

30 June 2020

All amounts in RMB’'000

31 December 2019

Long-term payables
Special payables

Total

439,489 440,111
240,507 452,882
679,996 892,993

2) Long-term payables

@ Long-term payables disclosed by nature

Items

30 June 2020

All amounts in RMB’'000

31 December 2019

Housing maintenance fee payables
Amounts due to funds
Others

Total

Including: Long-term payables due within
one year (Note VIl 35)
Long-term payables due over one
year
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

40. Long-term payables (Continued)

)

3)

Long-term payables (Continued)

@ Analysis of the maturity profile of long-term payables due over one year

Maturity Date

30 June 2020

All amounts in RMB'000

31 December 2019

11to 2 years 2,878 2,445
2 to 5 years 6,052 4,101
Over 5 years 430,559 433,565
Total 439,489 440,111
Special payables
All amounts in RMB’000
31 December
ltems 2019 Increase Decrease 30 June 2020
Special payables for water/
power/gas supply and
property (Note) 448,879 53,594 265,369 237,104
Housing allowance payables 571 - - 571
Special housing maintenance
fee payables 58 - - 58
Others 3,374 - 600 2,774
Total 452,882 53,594 265,969 240,507

Note:  The Group has commenced the transfer of water/power/gas supply and property with the received special
payables for water/power/gas supply and property aggregated to the special payables for settlement, in
accordance with the Notice of Rewarding the Guidance on the Separation and Transfer of Water/Power/
Gas Supply and Property in Residential Quarters for Employees of the State-owned Enterprises by State-
owned Assets Supervision and Administration Commission of the State Council, the MoF from the General
Office of the State Council (Guo Ban Fa [2016] No.45), and the Management of Central Government Grants
on the Separation and Transfer of Water/Power/Gas Supply and Property to Employees and Their Relatives
of Central Enterprises (Cai Zi [2016] No0.38) and other related management documents etc.
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VIl. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
41. Long-term employee benefits payable
(1) Long-term employee benefits payable

All amounts in RMB’'000

Item 30 June 2020 31 December 2019

Post-employment benefits -Net liability arising from
defined benefit plans 3,355,518 3,438,881

Total 3,355,518 3,438,881

Including: Long-term employee benefits payable

due within one year (Note VIl 35) 253,683 322,888
Long-term employee benefits payable
due over one year 3,101,835 3,115,993
@ Movements in the defined benefit plans

All amounts in RMB 000

Amount for the Amount for the
Items current period prior period
I. Opening balance 3,438,881 3,853,063

II. Defined benefit costs recognized in profit
or loss 52,279 71,657
1. Past service cost 3,245 12,001
2. Net interest expense 49,034 59,656

lll. Defined benefit costs recognized in other
comprehensive income 52,305 (450)

1. Actuarial (gains) losses (losses are

represented by “-”) 52,305 (450)
IV. Other movements (187,947) (205,916)
1. Benefits paid (187,947) (205,916)
V. Closing balance 3,355,518 3,718,354
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

41. Long-term employee benefits payable (Continued)
(1) Long-term employee benefits payable (Continued)

@ Defined benefit plan was for the staff retired before 31 December 2007. The retirement
benefits received are depended on the retirement position, seniority and salary of the staff
etc. The Group’s supplementary-retirement benefits obligation at the balance sheet date was
calculated by an external independent actuary “Willis Towers Watson” using projected unit
credit actuarial cost method.

© Defined benefits plan exposes the Group to various risks, mainly including the risk of
change of interest rate of treasury bonds, inflation rate risk, and risk of the increase in life
expectancy. The drop of the interest rate of treasury bonds will increase the defined benefit
plan obligations. The Group is of the view that the interest rate of treasury bonds will not
have significant fluctuations in the future. The changes of inflation rate will have impact on
the significant assumptions of the living costs of the underlying staff and survivors, and the
growth rate of the staff medical expense reimbursements. The Group believes this risk is
not significant. The increase of the life expectancy will increase the defined benefit plan
obligations.

@ The major actuarial assumptions used for calculating the present value of the defined benefit
obligations of the Group

30 June 2020 31 December 2019
Discount rate 2.75% 3.00%
Mortality rate CLA CL5/CL6 up 3 CLA CL5/CL6 up 3
Annual growth rate of living cost for retirement staff 4.50% 4.50%
and survivors
Annual growth rate of various employee medical 8.00% 8.00%

expense reimbursement
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

42.

Provisions

Items

30 June 2020

All amounts in RMB’000

31 December 2019 Reasons

Pending litigations

Product quality
warranties

Restoration,
rehabilitation and
environmental
provision

Onerous contract to
be performed

The separation and
hand-over cost of
“Special payables
for water/power/
gas supply and
property”

Others

Total

100,892

6,040

223,932

211,035

194,221

11,254

98,741 Because of the verdict of losing a

lawsuit, the Group needed to bear the
present obligations of the pending
litigations, and that an outflow of
resources would be required to settle
this obligations and the amount had
been reliably estimated.

5,238 Because of the sales contract, the Group

needed to bear the present obligations
of the product quality warranties, and
that an outflow of resources would
be required to settle this obligations
and the amount had been reliably
estimated.

220,821 Because of the resource development

contract, the Group needed to bear the
present obligations of the restoration of
the environment, and that an outflow of
resources would be required to settle
this obligations and the amount had
been reliably estimated.

225,243 It is probable that the performance of

the present obligation arising from the
Group’s payment for expected contract
loss due to the onerous contract to
be performed will result in an outflow
of economic benefits and reliable
measurement of the obligation amount.

259,243 |n accordance with the requirement of

Guo Ban Fa [2016] No.45, Cai Zi [2016]
No.38, and other related management
documents, the Group shall bear the
current obligation formed during the
separation and hand-over of “Special
payables for water/power/gas supply
and property”. An outflow of resources
would be required to settle this
obligation and the amount had been
reliably estimated.

8,645 Others

747,374

817,931 /
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

43. Deferred income

31 December

All amounts in RMB’000

Items 2019 Increase Decrease 30 June 2020 Reasons
Government 1,505,285 55,170 79,355 1,481,100 The government grants
grants related to assets

mainly include the
investment subsidies
for the purchase of new
equipment and other
production infrastructure;
the government grants
related to profits mainly
include research
subsidies.

Others 77,012 3,858 11,059 69,811 Others

Total 1,682,297 59,028 90,414 1,550,911

44. Other non-current liabilities

All amounts in RMB'000

Item 30 June 2020 31 December 2019

Continuing involvement in liabilities (Note VIl 5)

Total

45. Share capital

14,600

14,600

14,600

14,600

Movements during the current period

All amounts in RMB’000

Shares

converted

31 December Issue of from capital
ltem 2019 new share  Bonus issue reserve Others sub-total 30 June 2020
Total shares 20,723,619 - - - - - 20,723,619
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46. Other equity instruments
All amounts in RMB’000
31 December 2019 Increase Decrease 30 June 2020
Name of financial Carrying Carrying Carrying Carrying
instrument Number amount Number amount Number amount Number amount
(ten (ten (ten (ten
thousand) thousand) thousand) thousand)

2015 First Tranche of

Interim Notes 5,000 4,925,000 -
Public Offering

of Renewable

Corporate Bonds in

2017 (First Tranche) 2,700 2,699,779 -
Public Offering

of Renewable

Corporate Bonds

in 2017 (Second

Tranche) 2,000 1,999,836 =
Public Offering

of Renewable

Corporate Bonds in

2017 (Third Tranche) 2,000 1,999,803 - - -
Public Offering

of Renewable

Corporate Bonds

in 2017 (Fourth

Tranche) 1,300 1,299,872 - - -
Renewable Financing

Instruments of

Kunlun Trust in 2019 - 8,000,000 - - - - - 8,000,000
Renewable Financing

Instruments of

Generali China Asset

Management in 2019 - 3,000,000 - - - - - 3,000,000
2019 First Tranche

of Renewable

Financing Instrument

of ICBC - 1,000,000 - - - - - 1,000,000
2019 Second Tranche

of Renewable

Financing Instrument

5,000 4,925,000 = =

2,700 2,699,779 - -

2,000 1,999,836 = =

2,000 1,999,803

1,300 1,299,872

of ICBC - 1,000,000 - - - - - 1,000,000
2020 first tranche of
medium-term notes - - 2,000 2,000,000 - - 2,000 2,000,000

2020 second tranche of
medium-term notes -

1,000 1,000,000 =

1,000 1,000,000

Total 13,000 25,924,290 3,000 3,000,000 9,700 9,624,615 6,300 19,299,675
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46. Other equity instruments (Continued)

As it is at the discretion of the Company to decide whether to redeem the above-mentioned medium-term
notes or defer payments on the above-mentioned corporate bonds and renewable financing instruments, the
above-mentioned renewable financing instruments’ perpetuity remains in effect. Unless otherwise dictated
by a compulsory interest payment occurrence that is independently decided and consequently controlled
by the Company, the Company can choose, at its own discretion, to defer the current interest payment and
previous deferred interests and related yields to next interest payment date without any limitation on the
number of deferred interest payments, terms on interest rate step-ups do not constitute indirect obligations
of paying cash or other financial assets as well, and the repayment order of such renewable financing
instruments at the settlement is inferior to that of ordinary bonds and other debts issued by the Company.
The Company believes that such renewable financing instruments do not meet the definition of financial
liabilities and are accounted for as other equity instruments subsequent to deduction of related transaction
costs from the total issue amount.

(1) The first tranche of medium-term notes issued by the company in 2015 was repaid on 2 June,
2020, the first tranche of 2017 renewable corporate bonds was repaid on 27 February, 2020, and
the second tranche of 2017 renewable corporate bonds was repaid on 1 March, 2020, the three
perpetual bonds are normally repaid on schedule.

(2) In 2020, the company will issue a new 2020 first phase of medium-term notes of RMB2,000,000'000.
The announcement will be issued on 18 June, 2020. The bond will be issued during June 22-23,
2020. The repayment period is 3+n(3) years. The lead underwriter and bookrunner of the current
medium-term notes is Bank of Shanghai Co., Ltd. The company has the financier's redemption
option. This medium-term note does not include contractual obligations to deliver cash or other
financial assets to other parties, or exchange financial assets or financial liabilities with other parties
under potentially unfavorable conditions. Therefore, the company includes this medium-term note
financing instrument as other equity instruments.

(3) In 2020, the company will issue a new 2020 second phase of medium-term notes of
RMB1,000,000'000. The announcement will be issued on June 22-23, 2020. Bonds will be issued
on June 24, 28 and 29, 2020. The repayment period is 3 +n (3) years, the lead underwriter and
bookkeeper of the current medium-term notes is China CITIC Bank Co., Ltd. The company has
the financier’s redemption option. This medium-term note does not include contractual obligations
to deliver cash or other financial assets to other parties, or exchange financial assets or financial
liabilities with other parties under potentially unfavorable conditions. Therefore, the company
includes this medium-term note financing instrument as other equity instruments.

47. Capital reserve
All amounts in RMB 000
ltems 31 December 2019 Increase Decrease 30 June 2020
Share premium 22,467,142 = 75,385 22,391,757
Other capital reserve 9,306 646 3,055 6,897
Total 22,476,448 646 78,440 22,398,654

2020 INTERIM REPORT 215



Financial Statements

For the six months ended 30 June 2020
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48. Other comprehensive income
All amounts in RMB 000
Amount for the current period
Less: Amount
included
in other
comprehensive
income in Less: Retained
Other the prior earnings
comprehensive  periods that is Attributable to  Attributable to transferred
income before  transferred to owners of the  non-controlling from other
31 December tax for the profit or loss for ~ Less: Income Company, net of interests, net of comprehensive
ltems 2019 period  currentperiod  tax expenses income tax income tax income 30 June 2020
I Other comprehensive
income that will not be
reclassified to profit or
loss (155,991) (88,618) - (10,881) (75,347) (2,390) (21,813) (209,525)
1. Changes inre-
measurement of
defined benefit
obligations (149,716) (52,305) - (3,339) (46,886) (2,080) - (196,602)
2. Fair value changes in
investments in other
equity instruments (6,275) (36,313) - (7,542) (28,461) (310) (21,813) (12,923)
Il Other comprehensive
income that may be
reclassified to profit or
loss 96,373 163,719 (697) (2,221) 121,003 45,634 - 217,376
1. Other comprehensive
income that may be
transferred to profit
or loss under equity
method (555) 3 - - - 3 - (555)
2. Changes in fair value
of receivables at
FvTOCI (91,861) 1,388 (697) (2,965) 4,890 160 - (86,971)
3. Exchange differences
on translating
foreign operations 188,789 162,328 - 744 116,113 45,471 - 304,902
Total other comprehensive
income (59,618) 75,101 (697) (13,102) 45,656 43,244 (21,813) 7,851
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VIl. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

49.

50.

51.

Special reserve

All amounts in RMB’000

Item 31 December 2019 Increase Decrease 30 June 2020
Production safety fee 12,550 2,556,109 2,556,109 12,550
Total 12,550 2,556,109 2,556,109 12,550

Surplus reserve

All amounts in RMB'000

Item 31 December 2019 Increase Decrease 30 June 2020
Statutory surplus reserve 1,748,938 - - 1,748,938
Total 1,748,938 - - 1,748,938

Retained earnings

All amounts in RMB'000

Amount for Amount for
Items the current period the prior period
31 December 2019 27,123,498 23,546,950

Add: Net profit attributable to shareholders of the parent
company for the current period 3,591,925 3,156,882

Other comprehensive income carried forward to

retained earnings (21,813) 16,685
Less: Declaration of dividends on ordinary shares 1,492,101 1,450,653
Declaration of dividends on perpetual bonds 341,209 178,735
30 June 2020 28,860,300 25,091,129

(1) The 2019 annual general meeting of the company held on 29 June 2020 reviewed and approved the
“Proposal on China Metallurgical’'s 2019 Profit Distribution”, agreeing that the company will distribute
cash dividends of RMBO0.72 for every 10 shares to all shareholders with drawing the statutory reserve
fund (Including tax), the total cash dividend is RMB1,492,101°'000. As of 28 August, 2020, the
dividend had been paid.

(2) As of 30 June 2020, the undistributed profit included the subsidiary surplus reserve balance
attributable to the parent company of RMB12,347,493°000 (31 December 2019: RMB12,347,493°000).

(3) For the current period, the company distributed perpetual bond dividends of RMB341,209,000

(for the period ended 30 June 2019: RMB178,735’000). On 30 June 2020, there was no amount
attributable to perpetual bond holders in the retained profits (31 December 2019: Nil).
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52. Operating revenue and operating costs
(1) Operating revenue and operating costs

All amounts in RMB’'000

Amount for the current period Amount for the prior period
Operating Operating Operating Operating
Items revenue costs revenue costs
Principal business 180,118,655 160,884,464 158,593,804 141,310,839
Other business 446,538 270,323 423,575 212,653
Total 180,565,193 161,154,787 159,017,379 141,523,492
2) The segment information of operating revenue and operating costs for the period ended 30

June 2020 is set out in Note XV 1.

3) Operating revenue from the top five largest customers of the Group
The total amount of operating revenue from the top five largest customers of the Group is
RMB9,740,375'000 (for the period ended 30 June 2019: RMB7,710,835'000), accounting for 5.39% of
the total operating revenue of the Group (for the period ended 30 June 2019: 4.85%). The details are
set out below:

All amounts in RMB’000

As a percentage of
total operating revenue

Customers Operating revenue of the Group (%)
Party 1 3,243,204 1.80
Party 2 2,080,593 1.15
Party 3 1,639,892 0.85
Party 4 1,484,966 0.82
Party 5 1,391,720 0.77
Total 9,740,375 5.39

4) The engineering contracting services provided by the Group generally constitutes a single
performance obligation as a whole and is performed over time. As at 30 June 2020, some of the
Group’s engineering contracting service contracts are still in the process of performance, the
transaction price allocated to the outstanding (or partially unperformed) performance obligations is
related to the performance progress of each service contract, and will be recognized as revenue in
the future performance period of each contract based on the performance progress.
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

53.

54.

Taxes and levies

Amount for the

All amounts in RMB’000

Amount for the

Items current period prior period
City construction and maintenance tax 129,701 136,750
Education surcharges 61,353 65,112
Land appreciation tax 410,247 602,892
Property tax 93,179 104,824
Land use tax 53,167 64,473
Stamp duty 98,019 77,613
Others 115,573 139,474
Total 961,239 1,191,138

Selling expenses

Amount for the

All amounts in RMB'000

Amount for the

Items current period prior period
Packing charges 2,017 3,463
Employee compensation costs 417,319 449,862
Depreciation expenses of fixed assets 7,722 8,480
Travelling expenses 64,715 92,643
Office expenses 67,485 72,895
Transportation expenses 86,625 123,829
Advertising and sales service expenses 213,065 202,001
Others 112,445 77,795
Total 971,393 1,030,968
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55.

56.

Administrative expenses

Amount for the

All amounts in RMB’000

Amount for the

Items current period prior period
Employee compensation costs 2,662,452 2,698,558
Depreciation expenses of fixed assets 265,636 244,523
Travelling expenses 113,275 163,002
Office expenses 161,986 185,948
Lease rentals 64,279 46,411
Repairs and maintenance expenses 46,688 62,180
Amortization of intangible assets 86,166 79,743
Professional service fees 144,384 124,214
Others 527,875 543,395
Total 4,072,741 4,147,974

Research and development expenditure

Amount for the

All amounts in RMB’'000

Amount for the

Items current period prior period
Research and development material expenditure 2,603,107 2,256,397
Employee compensation costs 1,216,918 1,168,799
Depreciation expenses of fixed assets 47,770 65,672
Amortization of intangible assets 6,956 7,146
Others 253,183 218,803
Total 4,127,934 3,716,817
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

57. Financial expenses
All amounts in RMB’000

Amount for the Amount for the
Items current period prior period
Interest expenses 2,369,277 3,210,764
Less: Capitalized interests 437,080 824,706
Less: Interest income 967,130 1,149,521
Exchange losses (100,719) 52,737
Bank charges 259,865 272,285
Interest expenses of lease liabilities 9,996 10,526
Others 100,654 111,723
Total 1,234,863 1,683,808

58. Other income

All amounts in RMB’000

Amount for the Amount for the
Items current period prior period  Related to assets/income
tax returns 50,105 39,692 Related to income
Research subsidy 7,167 5,155 Related to assets/income
Others 71,301 31,250 Related to assets/income
Total 128,573 76,097 |/

2020 INTERIM REPORT 221



Financial Statements

For the six months ended 30 June 2020

VILI.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

59.

Investment (losses) income

All amounts in RMB’000

Amount for the Amount for the

Items current period prior period
Income from long-term equity investments under equity

method (47,081) (41,200)
Investment income on disposal of subsidiaries and long-

term equity investments 9,482 147
Investment income on disposal of financial assets held-for-

trading 7,156 17,566
Investment income from disposal of other non-current

financial assets - 17,898
Investment income from disposal of derivative financial

instruments - 6,513
Investment loss from disposal of Receivables at FVTOCI (160,541) (21,268)
Investment income from holding investment in other equity

instrument 6,318 3,839
Investment income from holding other non-current financial

assets 47,209 66,799
Losses from derecognition of financial assets at amortized

cost (Note) (354,740) (249,984)
Others (30,227) 1,353
Total (522,424) (198,337)

Note:  For the current period, the Group’s investment losses due to the transfer of bank acceptance bills and accounts
receivable measured by amortized cost to financial institutions in the form of discount, non-recourse protection
factoring and asset securitization were RMB354,740°000 (for the period ended 30 June 2019: RMB249,984’000).
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60. Gains from changes in fair values
All amounts in RMB'000
Amount for the Amount for the
Sources current period prior period
Gains arising on changes in fair value of financial assets
held for trading 21,824 100
Losses arising on changes in fair value of derivative financial
assets (401) (2,365)
Losses arising on changes in fair value of derivative financial
liabilities (4,821) (2,615)
Gains arising on changes in fair value of other non-current
financial assets (5,179) 1,169
Total 11,423 (8,711)
61. Impairment losses of credit
All amounts in RMB’000
Amount for the Amount for the
Items current period prior period
Credit losses of bills receivable (Note VIl 4 (4)) 6,425 1,699
Credit losses on accounts receivable (Note VIl 5 (3)) (191,459) 54,760
Credit losses on other receivables (Note VIl 8 (4)2) (561,756) (674,439)
Impairment losses of contract assets (Note VII 10(2)) (324,780) 2,143
Credit losses on long-term receivables (Note VIl 13 (2)) (770,240) (148,683)
Others (42) -
Total (1,841,852) (764,520)
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

62. Impairment losses of assets
All amounts in RMB 000
Amount for the Amount for the
Items current period prior period
| Impairment of inventories (Note VIl 9(2)) (501,101) (23,307)
[l Impairment of investment properties (Note VIl 17(1)) (5,371) -
1l Impairment of fixed assets (Note VIl 18(1)) - (16)
1\ Impairment of construction in progress (Note VIl 19(2)3) - (5,564)
vV Impairment of intangible assets (Note VI 21) (2,602) -
VI Impairment of goodwill (Note VIl 22(2)) (11) (83)
Total (509,085) (28,970)
63. Gains on disposal of assets
All amounts in RMB’000
Amount for the Amount for the
Items current period prior period
Gains on disposal of fixed assets 13,807 20,481
Gains on disposal of intangible assets - 79
Total 13,807 20,560
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

64.

65.

Non-operating income

Amount for the

All amounts in RMB’000

Recognized in
non-recurring

Amount for the profit or loss for

Items current period prior period the current period
Income from penalty 20,121 6,166 20,121
Government grants irrelevant to routine

activities 89,243 32,289 89,243
Unpayable balances 28,387 26,442 28,387
Others 99,308 38,362 99,308
Total 237,059 103,259 237,059

Non-operating expenses

Amount for the

All amounts in RMB’000

Recognized in
non-recurring

Amount for the profit or loss for

Items current period prior period the current period
Fines and surcharges for overdue

payments 18,402 12,660 18,402
Compensation and default payments 21,869 16,463 21,869
The separation and hand-over cost of

“Special payables for water/power/

gas supply and property” 5,413 7,140 5,413
Others 10,668 9,108 10,668
Total 56,352 45,371 56,352
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66. Income tax expenses
(1) Income tax expenses
All amounts in RMB 000
Amount for the Amount for the
Items current period prior period
Current year tax expenses 1,655,136 1,235,086
Deferred tax expenses (428,317) (131,155)
Total 1,226,819 1,103,931
2) Reconciliation of income tax expenses to the accounting profit
All amounts in RMB’'000
Amount for the Amount for the
Items current period prior period
Total profit 5,503,385 4,882,189
Income tax expenses calculated at the statutory/
applicable tax rate (25%) 1,375,846 1,220,547
Effect of difference between applicable tax rate and
statutory tax rate (206,556) (346,042)
Income not subject to tax 120,494 (69,468)
Expenses not deductible for tax purposes (72,822) 98,899
Utilization of tax losses and other temporary differences
for which no deferred income tax assets were
recognized previously (88,546) (58,633)
Tax losses and other temporary differences for which no
deferred income tax assets were recognized 142,525 327,292
Others (44,122) (68,664)
Income tax expense 1,226,819 1,103,931

Most of the companies now comprising the Group are subject to PRC enterprise income tax, which
have been provided based on the statutory income tax rate of 25% on the assessable income of
each of these companies during the current period as determined in accordance with the relevant
PRC income tax rules and regulations except that certain subsidiaries were exempted or taxed at

preferential rate.

Taxation of overseas subsidiaries within the Group has been calculated on the estimated assessable
profit of these subsidiaries for the current period at the rates of taxation prevailing in the countries or

jurisdictions in which these companies operate.
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

67. Other comprehensive income
All amounts in RMB'000
Amount for the Amount for the
Items current period prior period
0 Other comprehensive income that will not be
reclassified to profit or loss
1. Changes in re-measurement of defined benefit

obligations (52,305) 450

Less: Income tax effects on changes in re-
measurement of defined benefit obligations (3,339) 27
Subtotal (48,966) 423

2. Fair value changes of investments in other equity
instruments (36,313) 26,335
Less: Income tax effects arising from fair value
changes of investments in other equity
instruments (7,542) 5,709

Subtotal (28,771) 20,626

(Il) ~ Other comprehensive income that may be reclassified
subsequently to profit or loss
1. Other comprehensive income that may be included
to profit or loss under equity method 3 (30)
Less: Effect of income tax incurred by other
comprehensive income under equity
method - -

Subtotal 3 (30)

2. Changes in fair value of Receivable at FVTOCI 1,388 (48,242)
Less: Earlier included in other comprehensive
income and transferred to profit and loss

in the current period (697) -
Less: Effect of changes in fair value of receivables

at FVTOCI on income tax (2,965) -
Subtotal 5,050 (48,242)

3. Exchange differences on translating foreign

operations 162,328 24,627
Less: Income tax impact of foreign currency
statement translation difference 744 -
Subtotal 161,584 24,627
Total 88,900 (2,596)
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VILI.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

68. Notes to items in the cash flow statements

(1)

)

Other cash receipts relating to operating activities

Amount for the

All amounts in RMB’'000

Amount for the

Items current period prior period
Receipts of deposits and guarantee funds 2,822,854 1,184,378
Interest income 546,090 340,424
Government grants received 148,938 224 471
Others 388,513 282,332
Total 3,906,395 2,031,605

Other cash payments relating to operating activities

Amount for the

All amounts in RMB’'000

Amount for the

Items current period prior period
Payments of deposits and guarantee funds 2,418,853 3,050,176
Research and development expenses 2,856,290 2,474,905
Payments for retirement benefits 184,135 205,917
Travelling expenses 240,979 255,645
Office expenses 277,452 258,843
Utility expense 191,769 496,102
Repair and maintenance expenses 170,796 64,600
Advertising and sales service expenses 74,691 402,385
Settlements for payable 217,804 301,502
Others 2,119,854 1,137,749
Total 8,752,623 8,647,824
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

68. Notes to items in the cash flow statements (Continued)

3)

4

(5)

(6)

Other cash receipts relating to investing activities

Amount for the

All amounts in RMB'000

Amount for the

Item current period prior period
Interest income from loans 1,519,700 778,879
Total 1,519,700 778,879

Other cash payments relating to investing activities

Amount for the

All amounts in RMB’'000

Amount for the

Item current period prior period
Providing loans to related parties 1,608,134 1,966,634
Total 1,608,134 1,966,634

Other cash receipts relating to financing activities

Item

Amount for the
current period

All amounts in RMB’'000

Amount for the
prior period

Changes in restricted deposits

1,085,059

Total

1,085,059

Other cash payments relating to financing activities

Amount for the

All amounts in RMB’000

Amount for the

Items current period prior period
Increase in restricted deposits - 641,748
Cash outflows related to leases 49,236 250,263
Transactions with minority shareholders 31,020 43,419
Redemption of perpetual medium-term notes 9,700,000 -
Total 9,780,256 935,430
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69. Supplementary information to the cash flow statements
(1) Supplementary information of the cash flow statements
All amounts in RMB’000
Amount for the Amount for the
Supplementary information current period prior period
1. Reconciliation of net profit to cash flows from
operating activities:
Net profit 4,276,566 3,778,258
Add: Provision for impairment losses of assets
and credit losses 2,350,937 793,490
Depreciation of fixed assets and right-
of-use assets, and amortization of
investment properties 1,477,789 1,367,870
Amortization of intangible assets 264,822 242 442
Amortization of long-term prepayments 43,873 28,925
Gains on disposal of fixed assets,
intangible assets and
other long-term assets (Gains are listed
with “-") 13,807 (20,560)
Losses on written-off of fixed assets
(Gains are listed with “-") 1,479 3,142
Losses from changes in fair value (Gains
are listed with “-") (11,423) 3,711
Financial expenses (Gains are listed with
7 1,932,196 1,670,442
Investment Losses (Gains are listed with
) 167,684 (51,647)
Decrease in deferred tax assets (Increase
are listed with “-") (420,434) (89,134)
Increase in deferred tax liabilities
(Decrease are listed with “-”) (7,883) (42,021)
Decrease in inventories (Increase are
listed with “-”) 654,704 (610,017)
Decrease in contract assets (14,057,100) (7,968,728)
Increase in contract liabilities (2,033,021) (8,742,331)
Decrease in receivables from operating
activities (Increase are listed with “-") (9,494,308) (5,946,956)
Increase in payables from operating
activities (Decrease are listed with “-”) 16,254,329 5,351,086
Others - -
Net cash flows from operating activities 1,414,017 (5,232,028)
2. Significant non-cash investing and financing
activities: - -
None
3. Net changes in cash and cash equivalents: - -
Closing balance of cash 39,931,901 26,417,532
Less: Opening balance of cash 31,814,900 33,151,002
Net increase in cash and cash equivalents 8,117,001 (6,733,470)
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

69.

70.

Supplementary information to the cash flow statements

2) The composition of cash and cash equivalents
All amounts in RMB'000

Amount for the Amount for the
Items current period prior period
. Cash 39,931,901 31,814,900
Including: Cash on hand 23,261 18,581
Bank deposits without restriction 37,552,600 30,757,024

Other cash and bank balances
without restriction 2,356,040 1,039,295
1. Cash equivalents = -

lll.  Closing balance of cash and cash

equivalents 39,931,901 31,814,900

Including: Cash and cash equivalents of the
Company or within the Group with
restriction

Assets with title restrictions

All amounts in RMB'000

Items 30 June 2020 Reasons
Cash and bank balances 10,777,705 Freeze/Control
Bills receivable 1,511,107 Pledge
Endorsed or
Bills receivable 223,980 discounted
Receivables at FVTOCI 1,371,488 Pledge
Accounts receivable 3,725,136 Pledge
Inventories 2,603,090 Mortgage
Fixed assets 330,846 Mortgage/Freeze
Intangible assets 1,381,461 Mortgage
Investment properties 377,623 Mortgage
Total 22,302,436 /
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

71. Foreign currencies denominated items
(1) Foreign currencies denominated items

All amounts in RMB’'000

Foreign RMB at

currency at 30 June

Items 30 June 2020 Exchange rate 2020
Cash and bank balances 5,792,757
Including: USD 608,028 7.0795 4,304,535
EUR 7,362 7.9610 58,608

AUD 54,035 4.8657 262,917

HKD 117,322 0.9134 107,167

JPY 9,991 0.0658 657

GBP 2,190 8.7144 19,088

Others / / 1,039,785
Accounts receivable 920,715
Including: USD 54,733 7.0795 387,482
EUR 246 7.9610 1,956

Others / / 531,277

Other receivables 14,461,518
Including: USD 1,890,148 7.0795 13,381,300
EUR 400 7.9610 3,185

AUD 129,275 4.8657 629,015

HKD 13,243 0.9134 12,096

Others / / 435,922
Short-term borrowings 5,028,870
Including: USD 698,000 7.0795 4,941,491
Others / / 87,379
Accounts payable 951,300
Including: USD 33,770 7.0795 239,074
EUR 32,525 7.9610 258,931

JPY 57,722 0.0658 3,798

Others / / 449,497

Other payables 8,809,929
Including: USD 962,219 7.0795 6,812,032
EUR 400 7.9610 3,184

AUD 39,096 4.8657 190,231

HKD 13,243 0.9134 12,096

GBP 238 8.7144 2,077

Others / / 1,790,309
Long-term payables 693,791
Including: USD 98,000 7.0795 693,791
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

71. Foreign currencies denominated items

2) Notes for the foreign operations

Full name of the major foreign The basis of selecting
operations Place of business Reporting currency functional currency
MCC Minera Sierra Grande S.A  Argentina Argentine Peso The functional currency of the
MCC Mining (Western Australia)  Australia US Dollar overseas subsidiaries is selected
Pty Ltd. based on the primary economic
MCC Australia Holding Pty Ltd.  Australia Australian Dollar environment where they operate.
MCC Tongsin Resources Ltd. Pakistan US Dollar
MCC Holding (Hong Kong) Hong Kong, China US Dollar
Corporation Limited
MCC Ramu NiCo Ltd. Papua New Guinea US Dollar

The functional currencies of the Group’s major foreign operations have not changed during the
reporting period.
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VII. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

72. Government grants
(1) Basic information of government grants
All amounts in RMB'000
The amount The amount
received for recognized
the current  The listed in profit
Government grants Category period items or loss
Subsidy from Resource Management Related to 37,808 operating cost 18,359
Division of Ministry of Science and income
Technology for restructuring of research
institutes
Infrastructure construction fee Related to 15,473 non-operating 15,473
income income
Baoshan Luodian Development Zone tax Related to 15,420  Other income 15,420
refund income
Pension expenditure to retirees allocated  Related to 8,998 non-operating 8,998
from the Ministry of Science and income income
Technology
Development Subsidy Related to 8,600 Other income 8,600
income
Comprehensive resource utilization project Related to 6,374 non-operating 6,374
tax refund income income
2020 key laboratory subsidies Related to 3,000 operating cost -
income
Special funds for industrial transformation, Related to 2,000 Other income 2,000
upgrading and development assets
(0620190078) Research on the Scientific Related to 2,000 Research and 38il3
and Technological Innovation income development
Governance System and Capability expense
Facing the Modern Project Construction
of Innovative Countries
(0620190056) Special funds for major Related to 1,200 Research and 436
scientific and technological projects and income development
innovation platform awards in Haidian expense
District in 2019
Others Related to 166,046  Deferred income/ 199,657
assets/ operating
Related to cost/operating
income cost/Other
income/non-
operating
income/
financial
expenses/
Research and
development
expense
Total / 266,919 / 275,630
2) The functional currencies of the Group's major foreign operations have not changed during the

reporting period.
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VIIl. CHANGES OF THE SCOPE OF CONSOLIDATION

1. Other reasons for changes in consolidation scope
All amounts in RMB'000
Net assets
Investment Investment at the end of Net profit
Company name cost method the period this year
China Metallurgical (Yunnan) Engineering Construction - Investment new 10,092 62
Investment Co., Ltd. establishment
Tianjin United Huitong Investment Partnership (Limited - Investment new - -
Partnership) (Note) establishment
Tianjin United Huixin Investment Partnership (Limited - Investment new - -
Partnership) (Note) establishment

Note:  Tianjin United Huitong Investment Partnership (Limited Partnership) and Tianjin United Huixin Investment
Partnership (Limited Partnership) have not actually operated in this period.
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IX. INTEREST IN OTHER ENTITIES

1. Interest in subsidiaries

(1) The constitution of the Group

Proportion of
ownership interest (%)

Place of Method of

establishment/ getting the

Name of subsidiary incorporation Place of business  Business scope Direct Indirect  subsidiary

ACRE Coking & Refractory Engineering Anshan China EPC 87.81 - Invested by
Consulting Corporation, MCC shareholders

Norther Engineering & Technology Anshan China EPC 91.26 - Invested by
Corporation, MCC shareholders

China MCC 3 Group Co., Ltd. Anshan China Engineering contracting 100.00 - Invested by
shareholders

Shen Kan Engineering & Technology Shenyang China Investigation, design 100.00 - Invested by
Corporation, MCC shareholders

MCC Overseas Ltd. Beijing China Engineering contracting 100.00 - Invested by
shareholders

MCC Communication Construction Group ~ Beijing China Infrastructure contractor 100.00 - Invested by
Co., Ltd. shareholders

MCC International Incorporation Ltd. Beijing China Engineering contracting 100.00 - Invested by
shareholders

Ramu NiCo Management (MCC) Ltd. Papua New Guinea  Papua New Guinea  Nickel cobalt ore mining 100.00 - Invested by
and smelting shareholders

MCC Finance Corporation Ltd. Beijing China Finance 86.13 1249 Invested by
shareholders

MCC Tongsin Resources Ltd. British Virgin Islands  Pakistan Resource development 100.00 - Invested by
shareholders

MCC-JJJ Mining Development Company ~ Beijing China Resource development 67.02 - Invested by
Limited shareholders

MCC Capital Engineering & Research Beijing China EPC 88.89 - Invested by
Incorporation Limited shareholders

MCC Real Estate Group Co., Ltd. Beijing China Property development 100.00 - Invested by
shareholders

China 13th Metallurgical Construction Taiyuan China Engineering contracting 100.00 - Invested by
Corporation shareholders

MCC TianGong Group Corporation Limited ~ Tianjin China Engineering contracting 98.53 - Invested by
shareholders

China 22MCC Group Co., Ltd. Tangshan China Engineering contracting 100.00 - Invested by
shareholders

China ENFI Engineering Co., Ltd. Beijing China EPC 100.00 - Invested by
shareholders

China Second Metallurgical Group Baotou China Engineering contracting 100.00 - Invested by
Corporation Limited shareholders

Central Research Institute of Building and  Beijing China EPC 100.00 - Invested by
Construction Co., Ltd. shareholders

China Huaye Group Co., Ltd. Beijing China Engineering contracting 100.00 - Invested by
shareholders
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IX. INTEREST IN OTHER ENTITIES (CONTINUED)

1. Interest in subsidiaries (Continued)

(1) The constitution of the Group (Continued)

Proportion of
ownership interest (%)

Place of Method of
establishment/ getting the
Name of subsidiary incorporation Place of business  Business scope Direct Indirect  subsidiary
Beijing Metallurgical Equipment Research  Beijing China EPC 100.00 - Invested by
Design Institute Co., Ltd. shareholders
CISDI Group Co., Ltd. Chongaing China Design, service 100.00 - Invested by
shareholders
China MCC 5 Group Co., Ltd. Chengdu China Engineering contracting 98.58 - Invested by
shareholders
China Metallurgical Construction Chongging China Engineering contracting 100.00 - Invested by
Engineering Group Co., Ltd. shareholders
China MCC 19 Group Co., Ltd. Panzhihua China Engineering contracting 100.00 - Invested by
shareholders
MCC Baosteel Technology Services Co.,  Shanghai China Repair work 59.65 20.89  Invested by
Ltd. shareholders
China MCC 20 Group Co., Ltd. Shanghai China Engineering contracting 69.00 - Invested by
shareholders
Shanghai Baoye Group Co., Ltd. Shanghai China Engineering contracting 97.93 0.80  Invested by
shareholders
Huatian Engineering & Technology Ma'anshan China EPC 85.10 - Invested by
Corporation, MCC shareholders
China MCC 17 Group Co,, Ltd. Ma'anshan China Engineering contracting 72.39 - Invested by
shareholders
China MCC International Economic and Shanghai China Trading 54.58 40.99  Invested by
Trade Co., Ltd. shareholders
WISDRI Engineering & Research Wuhan China EPC 83.08 - Invested by
Incorporation Limited shareholders
China First Metallurgical Group Co., Ltd. ~ Wuhan China Engineering contracting 93.07 - Invested by
shareholders
Zhong Ye Chang Tian International Changsha China EPC 92.61 - Invested by
Engineering Co., Ltd. shareholders
Wuhan Surveying Geotechnical Research ~ Wuhan China Investigation, design 100.00 - Invested by
Institute Co., Ltd. of MCC shareholders
MCC-SFRE Heavy Industry Equipment Co.,  Xi'an China Metallurgy equipment 71.47 - Invested by
Ltd. manufacture shareholders
MCC Mining (Western Australia) Pty Ltd. Australia Australia Resource development 100.00 - Invested by
shareholders
MCC Australia Holding Pty Ltd. Australia Australia Resource development 100.00 - Invested by
shareholders
MCC Holding (Hong Kong) Corporation Hong Kong, China  China Others 100.00 - Established
Limited (Note1.Note 2) through
investments

2020 INTERIM REPORT

237



Financial Statements

For the six months ended 30 June 2020

IX. INTEREST IN OTHER ENTITIES (CONTINUED)

1. Interest in subsidiaries (Continued)

(1) The constitution of the Group (Continued)

Proportion of

ownership interest (%)

Place of Method of
establishment/ getting the
Name of subsidiary incorporation Place of business  Business scope Direct Indirect  subsidiary
MCC Financial Leasing Co., Ltd. Zhuhai China Finance lease 51.00 49.00  Established
through
investments
MCC Inner Mongolia Construction Hohhot China Engineering contracting 100.00 - Established
Investment Co., Ltd. through
investments
MCC South China Construction Investment ~ Shenzhen China Engineering contracting 51.00 - Established
Co., Ltd. through
investments
MCC Rail Transit Co., Ltd. Langfang China Engineering contracting 100.00 - Established
through
investments
MCC Zhongyuan Construction Investment  Zhengzhou China Engineering contracting 100.00 - Established
Co., Ltd. through
investments
MCC Integrated Pipe Network Technology ~ Baoding China Project contracting, 100.00 - Established
& Development Co., Ltd. Integrated pipe network through
technology development, investments
etc.
MCC Vietnam Engineering Technology Co., Vietnam Vietnam Engineering contracting 100.00 - Established
Ltd. through
investments
MCC (Hainan) Investment Development Hainan China Engineering contracting 60.00 37.23  Established
Co., Ltd. through
investments
MCC Urban Investment Holding Co., Ltd. ~ Guangdong China Engineering contracting 60.00 - Established
through
investments
China Metallurgical (Yunnan) Engineering  Kunming China Engineering contracting 60.00 - Established
Investment and Construction Co., Ltd. through
investments
Tianjin United Huixin Investment Partnership - Tianjing China Investment etc. 19.999 0.004  Established
(Limited Partnership) through
investments
Tianjin United Huitong Investment Tianjing China Investment etc. 19.999 0.004  Established
Partnership (Limited Partnership) through
investments

Note 1: At 30 June 2020, except for the Company and MCC Holding (Hong Kong) Corporation Limited (the “MCC
Hong Kong”), other subsidiaries have not issued any bond. None of the subsidiaries of the Company have

issued share capital.

Note2: MCC Hong Kong, one of the Company’s subsidiary, issued overseas perpetual bonds in 2018 and 2020.
The amounts received after deducting relative transaction costs are recognized in other equity instruments

and presented under the headline of minority interests in the consolidated financial statements.
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IX. INTEREST IN OTHER ENTITIES (CONTINUED)

1. Interest in subsidiaries (Continued)

(1) The constitution of the Group (Continued)

@

The grounds for controlling the investees of which the Group is holding half or less than half

of the voting rights

Name of investee

The proportion
of voting power

The reason for forming part
of consolidation scope

(%)

Qingdao JinZe HuaDi Real Estate 50.00  According to the agreement among shareholders,

Development Co., Ltd. the Group can control the investee.

Beijing Jinwei Soldering Material Co., Ltd. 45.00  According to the rules as agreed in the articles
of association, the Group can control the
investee.

Shenzhen Qianhai Public Safety Science 45.00  According to the rules as agreed in the articles

Research Institute Co., Ltd of association, the Group can control the
investee.

Jingjinji MCC Minxin Infrastructure 30.00  According to the agreement among shareholders,

Construction Co., Ltd. the Group can control the investee.

Wuhan Zhongyi Communication 2510 According to the agreement of shareholding

Construction Co., Ltd. entrustment, the Group can control the
investee.

Tianjin United Huixin Investment Partnership 20.00  According to the agreement between

(Limited Partnership) shareholders, the group has control

Tianjin United Huitong Investment 20.00  According to the agreement between

Partnership (Limited Partnership)

shareholders, the group has control
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IX.

1. Interest in subsidiaries (Continued)

(1) The constitution of the Group (Continued)

@

INTEREST IN OTHER ENTITIES (CONTINUED)

The grounds for not controlling the investees in which the Group holds more than half of the

voting rights

Name of investee

The proportion
of voting power

The reason for forming part
of consolidation scope

(%)
Fuzhou MCC Infrastructure Investment Co., 90.00  The other shareholder has one vote of veto,
Ltd. accounted for as a joint venture
Zhongshan MCC Cuicheng Street 90.00  The other shareholder can decide the related
Integrated Pipe Network Co.,Ltd. activities of name of investee, accounted for as
an associate
Tianjin Mingjin MCC Real Estate Co., Ltd. 80.00  The Group can decide the investee’s activities
only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Zhengzhou Baoye Zhicheng Pipe Network 80.00  Each shareholder has one vote of veto,
Construction and Management Co., Ltd. accounted for as a joint venture
Zhuzhou Beihuan Dafeng Municipal 80.00  The Group can decide the investee’s activities
Construction Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Yinchuan Huaiyuan Road Integrated Pipe 70.00  The Group can decide the investee’s activities
Network Construction and Management only after signing a concerted action agreement
Co., Ltd. with the other shareholder, accounted for as a
joint venture
Xuzhou MCC Chengdong Express Way Co., 70.00  The Group can decide the investee’s activities
Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Ba Zhong Sheng Rong Construction 68.83  The Group can decide the investee’s activities
Investment Management Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Ba Zhong De Rong Construction 68.82  The Group can decide the investee’s activities
Engineering Management Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Wuzhong City Underground Integrated Pipe 66.00  The Group can decide the investee’s activities
Network Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Anshan MCC Jiantou Xinggang 65.00  The Group can decide the investee’s activities
Development Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Anshan MCC Jiantou Gangcheng 65.00  The Group can decide the investee’s activities

Development Co., Ltd.

only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
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IX. INTEREST IN OTHER ENTITIES (CONTINUED)

1. Interest in subsidiaries (Continued)

(1) The constitution of the Group (Continued)

@

The grounds for not controlling the investees in which the Group holds more than half of the

voting rights

Name of investee

The proportion
of voting power

The reason for forming part
of consolidation scope

(%)
Yinchuan Binhe New Area Water Center 60.00 The Group can decide the investee’s activities
Management Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Beijing New Century Restaurant Co., Ltd. 60.00  Each shareholder has one vote of veto,
accounted for as a joint venture
MCC real estate group Xianghe Mingxin 60.00  The Group can decide the investee’s activities
Real Estate Development Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Xing Long County MCC Minglu Real Estate 60.00  The Group can decide the investee’s activities
Development Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Guizhou Ziwang Highway Construction Co., 59.96  The Group can decide the investee’s activities
Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Guizhou Sanli Highway Construction Co., 59.95  The Group can decide the investee’s activities
Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Guizhou Sanshi Highway Construction Co., 59.90  The Group can decide the investee’s activities
Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Sanya MCC Minglan Development Co., Ltd. 55.00  The Group can decide the investee’s activities
only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Ningcheng County HongDa Mining Co., Ltd. 54.00  The Group can decide the investee’s activities
only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Zhuhai MCC Jianxin Investment 51.01  Other shareholders can control the investee’s
Management Partnership (LP) activities, accounted for as an associate
MCC Rong Xing Building 51.00 The Group can decide the investee’s activities

Materials(Chengdu) Co., Ltd.

only after signing a concerted action agreement
with the other shareholder, accounted for as an
associate

2020 INTERIM REPORT

241



Financial Statements

For the six months ended 30 June 2020

IX. INTEREST IN OTHER ENTITIES (CONTINUED)

1. Interest in subsidiaries (Continued)

(1) The constitution of the Group (Continued)

@

The grounds for not controlling the investees in which the Group holds more than half of the

voting rights

Name of investee

The proportion
of voting power

The reason for forming part
of consolidation scope

(%)
Zhuhai MCC Huafumingwan Real Estate 51.00 The Group can decide the investee’s activities
Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Zhongye Tap Water (Zhumadian) Co., Ltd. 51.00 The Group can decide the investee’s activities
only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Lahore Xingzhong Renewable Energy Co. 51.00 The Group can decide the investee’s activities
Ltd only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Hangzhou MCC Mingze Real Estate 51.00 The Group can decide the investee’s activities
Development Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Hangzhou MCC Mingjin Real Estate 51.00  The Group can decide the investee’s activities
Development Co., Ltd. only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Baoye Yonglian (Jiangsu) Construction 51.00 The Group can decide the investee’s activities
Technology Co., Ltd only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture
Zhuhai Henggin Headquarters Building 51.00 The Group can decide the investee’s activities
Investment Co., Ltd only after signing a concerted action agreement
with the other shareholder, accounted for as a
joint venture.
MCC LAND (CANBERRA) PTE LTD 51.00  Other shareholders can determine the relevant

activities of the invested entity and account for
it as an associate
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IX. INTEREST IN OTHER ENTITIES (CONTINUED)

1. Interest in subsidiaries (Continued)
2) Material non-controlling interests

All amounts in RMB'000

Proportion of Profit or loss Declaration of
equity interest attributable to  cash dividends
held by non-  non-controlling to non- Non-controlling
controlling interests in the controlling interests at the
Company name interests current period interests end of the period
(%)
WISDRI Engineering & Research
Incorporation Limited 16.92 77,480 12,250 1,826,347
China First Metallurgical Group
Co., Ltd. 6.93 23,322 - 1,287,242
China MCC 20 Group Co., Ltd. 31.00 78,129 5,102 1,561,335
China MCC 17 Group Co., Ltd. 27.61 131,075 - 1,359,376
MCC Capital Engineering &
Research Incorporation Limited 11.11 23,601 16,908 517,212
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IX. INTEREST IN OTHER ENTITIES (CONTINUED)

1. Interest in subsidiaries (Continued)
3) Summarized financial information of subsidiaries with material non-controlling interests
All amounts in RMB 000
30 June 2020 31 December 2019
Current  Non-current Total Current  Non-current Total Current  Non-current Total Current ~ Non-current Total
Name of subsidiary assets assets assets  liabilities liabilities liabilities assets assets assets liabilities liabilities liabilities

WISDRI Engineering &
Research Incorporation

Limited 17370498 5558532 22,929,030 15,421,945 300554 15722499 15009774 5357116 20,366,890 13,159,262 303,202 13462484
China First Metallurgical

Group Co,, Ltd. 19817338 3,686,248 23503586 16,089,529 2,304,529 18,394,058 18311202 3670297 21,981,499 15508329 1673716 17,182,045
China MCC 20 Group Co.,

Ltd. 482,119 3934829 27,416,948 20728098 1,374,267 22,102,365 22861440 3882200 26743730 21,338,036 380,130 21,718,166
China MCC 17 Group Co,,

Ltd. 18503249 2960310 21,463,559 15209735 1,252,013 16,551,748 16,346,334 2718432  19,084766 13,796,565 826,834 14623399

MCC Capital Enginegring &
Research Incorporation
Limited 13,567,580 3,087,616 16,655,196 12,093,357 163424 12,256,781 13619325 3177391 16,796,716 12367923 173860 12,541,783

(Continue to the table)

All amounts in RMB'000

Amount for the current period Amount for the prior period

Total Cash flows Total Cash flows

Operating comprehensive  from operating Operating comprehensive  from operating

Name of subsidiary revenue Net profit income activities revenue Net profit income activities
WISDRI Engineering & Research Incorporation Limited 7,818,264 311,166 314,375 1,107,714 6,927,138 232,645 235,119 (1,277,734)
China First Metallurgical Group Co., Ltd. 12,564,113 312,105 310,074 (279,790) 10,389,745 265,805 269,658 (119,827)
China MCC 20 Group Co,, Ltd. 15,589,644 295,063 294,119 88,490 13,846,965 23949 246,19 (424517)
China MCC 17 Group Co,, Ltd. 15,995,366 474,676 470,442 (144,195) 12,267,883 329,628 329,642 283,674
MCC Capital Engineering & Research Incorporation Limited 6,977,873 159,637 160,390 437,354 7,686,877 146,783 136,751 441,853
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Details of the Group’s material joint ventures and associates

Principal
Name of joint ventures and place of
associates operation

Interests in joint ventures and associates

Place of
establishment

Financial Statements

For the six months ended 30 June 2020

INTEREST IN OTHER ENTITIES (CONTINUED)

Principal
activities

All amounts in RMB'000

Proportion of

Direct

ownership interest held
by the Group (%)

Indirect - Accounting method

Guizhou Sanli Highway Construction ~ China
Co., Ltd.

Guizhou Ziwang Highway Construction China
Co., Ltd.

Guizhou Sanshi Highway Construction
Co., Ltd.

Zhuhai Hengqin headquarters China
building investment Co., Ltd

Yinchuan Huaiyuan Road Integrated ~ China
Pipe Network Construction and
Management Co., Ltd.

Zhuhai MCC Jianxin Investment China
Management Partnership (LP)

Shigang Jingcheng Equipment China
Development and Manufacturing Co.,
Ltd.

Tianjin SERI Machinery Equipment  China
Corporation Ltd.

Beijing City Vice-Center Investment ~ China
Fund Partnership (Limited
Partnership)

Sichuan Development National China
Metallurgical Construction Investment
Co., Ltd.

Qiannan Buyei and
Miao Autonomous
Prefecture

Anshun
Qiandongnan
Miao and Dong
Autonomous

Prefecture
Zhuhai

Yinchuan

Zhuhai

Yingkou

Tianjin

Beijing

Chengdu

Highway investment
and development

Highway investment
and development
Highway investment
and development

Real estate
investment and
development

Construction and
operation of
comprehensive
pipe network

Investment
management

Special steel
production
and equipment
manufacturing

Equipment
manufacturing

Investment
management

Engineering
construction
investment

59.95

50.96

59.90

70.00

51.01

48.96

50.00

13.88

40.00

- Equity method

- Equity method

- Equity method

- Equity method

- Equity method

- Equity method

- Equity method

- Equity method

- Equity method

- Equity method
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IX. INTEREST IN OTHER ENTITIES (CONTINUED)

2. Interests in joint ventures and associates (Continued)

(1) Details of the Group’s material joint ventures and associates

@ The grounds for holding less than 20% of the voting rights in the investees but the Group has
common control or significant influence over these investees

The proportion

of voting
Name of investee power (%) Reason for having significant influence
Hunchun Yilianda Pipe Network Construction 19.90  Representative is appointed on the board of
Management Co., Ltd. directors of the investee
Erlian Haote Xinye Yixin Infrastructure Construction 19.68  Representative is appointed on the board of
and Operation Co., Ltd. directors of the investee
Tianjin MCC Heyuan Real Estate Co., Ltd. 19.00  Representative is appointed on the board of
directors of the investee
Tianjin Yuanda Xingchen Residential Industry Co., 18.89  Representative is appointed on the board of
Ltd. directors of the investee
Meizhou Pingye Highway Construction Co., Ltd. 18.00  Representative is appointed on the board of
directors of the investee
Changsha Happy Ocean Park Co., Ltd. 16.00  Representative is appointed on the board of
directors of the investee
Huixian Yushi Infrastructure Investment Co., Ltd. 16.00  Representative is appointed on the board of
directors of the investee
Tangshan Station West Construction Development 16.00  Representative is appointed on the board of
Co., Ltd. directors of the investee
Tongren Jingjiang Cultural Tourism Co., Ltd. 15.10  Representative is appointed on the board of
directors of the investee
Kunming MCC Urban Construction Co., Ltd. 15.00  Representative is appointed on the board of
directors of the investee
Binhai County Panxi Public Infrastructure 15.00  Representative is appointed on the board of
Investment and Construction Co., Ltd. directors of the investee
Jiangxi Shangli Jiasheng City Construction 15.00  Representative is appointed on the board of
Development Co., Ltd. directors of the investee
Qingyang Longjie sponge city construction 15.00  Representative is appointed on the board of
management and Operation Co., Ltd. directors of the investee
Anyang MCC Pu’an Highway Engineering Co., Ltd 156.00  Representative is appointed on the board of
directors of the investee
Hangzhou Fuyang Shenrong Construction 15.00  Representative is appointed on the board of
Development Co., Ltd. directors of the investee
Baiyin Integrated Pipe Network Management Co., 14.29  Representative is appointed on the board of
Ltd. directors of the investee
Changchun Runde Construction Project 13.54  Representative is appointed on the board of
Management Co., Ltd. directors of the investee
Beijing City Vice-Center Investment Fund 13.88  Have representatives in the investment
Partnership (Limited Partnership) committee of the investee
Changiji City Haichang Project Management Co., 13.00  Representative is appointed on the board of
Ltd. directors of the investee
Yuhuan Tianshang Construction and Development 12.20  Representative is appointed on the board of
Co., Ltd. directors of the investee
Shanggqiu City Tiangong Engineering Management 12.00  Representative is appointed on the board of
Co., Ltd. directors of the investee
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INTEREST IN OTHER ENTITIES (CONTINUED)

2.

Interests in joint ventures and associates (Continued)

(1)

Details of the Group’s material joint ventures and associates (Continued)

@

The grounds for holding less than 20% of the voting rights in the investees but the Group has
common control or significant influence over these investees (Continued)

The proportion

of voting
Name of investee power (%) Reason for having significant influence
Jianyang MCC Xiongzhou City Development Co., 11.00  Representative is appointed on the board of
Ltd. directors of the investee
Leshan City Legao Urban Construction Engineering 10.00  Representative is appointed on the board of
Co., Ltd. directors of the investee
Chuzhou Kangjian Sports Development Co., Ltd. 10.00  Representative is appointed on the board of
directors of the investee
Chongaing Xiema East& West Main Line 10.00  Representative is appointed on the board of
Construction Engineering Management Co., Ltd. directors of the investee
Yichun MCC Tiangong Xiujiang Real Estate Co., 10.00  Representative is appointed on the board of
Ltd. directors of the investee
Nanchong Shunjian Urban Construction 10.00  Representative is appointed on the board of
Management Co., Ltd. directors of the investee
Luxi Huarui Construction Engineering Management 10.00  Representative is appointed on the board of
Co., Ltd. directors of the investee
Cangnan Zhonggong Construction and 10.00  Representative is appointed on the board of
Development Co., Ltd. directors of the investee
Nanchong Shunye Investment and Development 10.00  Representative is appointed on the board of
Co. Ltd. directors of the investee
Yiyang MCC Science and Industry Infrastructure 10.00  Representative is appointed on the board of
Development Co., Ltd. directors of the investee
Jianyang Zhongye Tianshun Construction Co., Ltd. 10.00  Representative is appointed on the board of
directors of the investee
Qingdao Qingping Olympic Sports Engineering 10.00  Representative is appointed on the board of
Construction Co., Ltd. directors of the investee
Foshan Jianxin Infrastructure Construction Co., Ltd. 10.00  Representative is appointed on the board of
directors of the investee
Zhangpu Chengye Construction Investment Co., 10.00  Representative is appointed on the board of
Ltd. directors of the investee
Nanjing Laoshan Shijiu Infrastructure Construction 10.00  Representative is appointed on the board of
Co., Ltd. directors of the investee
Mianyang MCC Three Highway Development Co., 10.00  Representative is appointed on the board of
Ltd. directors of the investee
Xingtai Runhe Project Management Co., Ltd. 10.00  Representative is appointed on the board of
directors of the investee
Ya'an Tianshun Kunye Project Management Co., 10.00  Representative is appointed on the board of
Ltd. directors of the investee
Rengiu MCC Infrastructure Construction Co., Ltd. 10.00  Representative is appointed on the board of
directors of the investee
Jianyang Tianshun Traffic Investment Co., Ltd. 10.00  Representative is appointed on the board of
directors of the investee
Lanzhou Zhenghao Pipe Network Project 10.00  Representative is appointed on the board of

Management Co., Ltd.

directors of the investee
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IX. INTEREST IN OTHER ENTITIES (CONTINUED)

2. Interests in joint ventures and associates (Continued)

(1) Details of the Group’s material joint ventures and associates (Continued)

@ The grounds for holding less than 20% of the voting rights in the investees but the Group has
common control or significant influence over these investees (Continued)

The proportion

Reason for having significant influence

of voting

Name of investee power (%)

Meizhou City Meixian MCC Pipe Network 10.00
Construction Investment and Development Co.,
Ltd.

Luzhou MCC City Construction Development Co., 10.00
Ltd.

Xiangxi Houyi Tiangong Tourism Artery Road 10.00
Construction Operation Co., Ltd.

Xiangxi Zhongyi Tengda Project Management Co. 10.00
Ltd.

Quanzhou City Quangang MCC Tianfeng Project 10.00
Management Co., Ltd

Anyang Runbao Water System Improvement Project 10.00
Management Co., Ltd.

Nanchong Seventeenth Ye Jiangdong Biaomei 10.00
Construction Investment Management Co., Ltd.

Xi'an Golden Port Dingsheng Real Estate Co., Ltd. 10.00

Sichuan Yichengda Air Railway Technology Co., 5.00
Ltd.

Chongqing Yuxiang Double Line Expressway Co., 4.99
Ltd.

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee

Representative is appointed on the board of
directors of the investee
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INTEREST IN OTHER ENTITIES (CONTINUED)

2. Interests in joint ventures and associates (Continued)

(1) Details of the Group’s material joint ventures and associates (Continued)

@ The grounds for holding 20% or more of the voting rights in the investees over which the

Group does not have significant influence

Name of investee

The proportion

of voting  Reason for not having
power (%)  significant influence

Tangshan Stainless steel Co., Ltd.

Shanghai Clear Environmental Protection Science

& Technology Co., Ltd.

BERIS Engineering and Research Corporation

Jiangsu Heavy Industry Co., Ltd.
Shanxi Sanjin Mining Holdings Co., Ltd.

23.89  The Company did not assign director into

22.86 the board of directors of the investee, nor
involved in the financial and operating

20.00 decisions or normal operating activities of
the investee in any other forms.

20.00

2) Summarized financial information of material joint ventures and associates

All amounts in RMB'000

30 June 2020/ 31 December 2019/
Amount recognized Amount recognized

in the current in the prior
period period
I. Joint ventures / /
Total carrying amount 6,961,441 6,553,411
The Group’s share of the following items
Net profit (84,782) (5,336)
Other comprehensive income - (27)
Total comprehensive income (84,782) (5,363)
Il. Associates
Total carrying amount 16,304,185 15,280,955
The Group’s share of the following items
Net profit 37,701 (35,864)
Other comprehensive income 165 (3)
Total comprehensive income 37,866 (35,867)
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X. CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS AND RISK
MANAGEMENT

1. Capital management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new shares and other equity instruments, or sell assets to
reduce debt.

The Group monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as the total borrowings (including short-term borrowings, long-term
borrowings, bonds payable and lease liabilities) less cash and cash equivalents. Total capital is calculated as
“equity” as shown in the consolidated balance sheet, plus net debt. The Group aims to maintain the gearing
ratio at a reasonable level.

The gearing ratios of the Group as at 30 June 2020 and 31 December 2019 are as follows:

All amounts in RMB’000

Items 30 June 2020 31 December 2019

Total borrowings:

Short-term borrowings 56,380,402 40,476,556
Long-term borrowings (inclusive of those due within one year) 36,691,815 34,974,534
Bonds payable (inclusive of those due within one year) 1,678,872 8,670,027
Lease liabilities (inclusive of those due within one year) 441,750 518,656
Long term finance lease payables (inclusive of those due within

one year) - -
Less: Cash and cash equivalents 39,931,901 31,814,900
Net debt 55,260,938 52,824,873
Shareholders’ equity 118,740,877 116,905,508
Total capital 174,001,815 169,730,381
The gearing ratio 31.76% 31.12%
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X. CAPITAL MANAGEMENT AND FINANC