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2019 ANNUAL REPORT = CHINA RAILWAY GROUP LIMITED

COMPANY PROFILE

The Company was established as a joint stock company with limited liability in the People’s Republic of China
(the “"PRC") under the Company Law of the PRC on 12 September 2007. The A shares and H shares issued by the
Company were listed on the Shanghai Stock Exchange and the main board of The Stock Exchange of Hong Kong
Limited (the “Hong Kong Stock Exchange”) on 3 December 2007 and 7 December 2007 respectively.

We are one of the largest multi-functional integrated construction group in the PRC and Asia in terms of the total
revenue of the engineering contract, and rank 55th on the 2019 Fortune Global 500 list. We offer a full range
of construction-related services, including infrastructure construction, survey, design and consulting services and
engineering equipment and component manufacturing, and also expand to property development and other
businesses such as mining.

We have outstanding advantages in the construction of infrastructure facilities such as railways, highways, municipal
works and urban rails. In particular, we hold leading positions in the design and construction of bridges, tunnels
and electrified railways, and the design and manufacturing of bridge steel structures and turnouts in the PRC, which
has achieved advanced international standards. While we operate in every province across the PRC, we have also
explored extensive global markets.

Adhering to the motto of “strive to challenge limits and achieve excellence”, the Company is committed to
continuous development of the Company to create a brighter and better future.
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As at 31 December

2018 2017 2016
RMB million

Assets

Current Assets 709,770 652,040 641,668 595,147 565,601 8.9
Non-current Assets 346,271 290,473 202,254 159,198 147,904 19.2
Total Assets 1,056,041 942,513 843,992 754,345 713,505 12.0
Liabilities

Current Liabilities 676,034 622,475 579,303 506,603 470,447 8.6
Non-current Liabilities 134,679 98,057 95,061 98,746 103,820 37.3
Total Liabilities 810,713 720,532 674,364 605,349 574,267 12.5
Total Equity 245,328 221,981 169,558 148,996 139,238 10.5

Total Equity and Liabilities 1,056,041 942,513 843,992 754,345 713,505 12.0
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History gets richer during times of change, while dreams blossom when one tries to reach higher. We had an
extraordinary year in 2019 and we enter 2020 full of promise. Looking back over the past year, guided by Xi Jinping's
Thought on Socialism with Chinese Characteristics for a New Era, we have remained committed to our mission of
creating value and contributing to the society. Guided by the entrepreneurial spirit of “pursuing excellence and
making bold strides”, we are seizing the day and living it to the fullest, forged ahead, and successfully accomplished
our goals and tasks. Major economic indicators, such as new orders signed, revenue and profit, have reached record

highs, resulting in high-quality development based on high-level, large-scale operations.

This year, our corporate governance has become more standardized and efficient. We fully implemented the spirit of
the Fourth Plenary Session of the 19th Central Committee of the Communist Party of China (“CPC") and vigorously
modernized our governance system and capabilities. We successfully completed our leadership transition; continued
to improve our decision-making mechanisms and decision-making processes; and comprehensively strengthened the
establishment of a dedicated team of directors and supervisors on assignment. We further promoted management
laboratory activities, enhancing the establishment of Company’'s managerial mechanism and basic business
management, optimized the management chain, improved management mechanisms and processes, and won the
most national management innovation awards this year. We attach great importance to the development of a talent
pool and are focused on strengthening the cultivation of high-end talent. Respect for labor, respect for knowledge,

espect for talent, and respect for creation have become inevitable trends.
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CHAIRMAN'S REPORT

This year, we have become more dynamic in our reform and innovation. We continued to pursue both development
and reform, prudently carried out mergers and reorganizations, streamlined and improved our internal management
in an orderly manner, and launched institutional reforms abroad, in order to constantly cultivate new driving forces
for the Company’s development. We fully implemented the “three transformations” proposed by General Secretary
Xi Jinping. Relying on three national key laboratories and 106 national and provincial technology centers, we tackled
key core technologies and common industrial challenges in the engineering field. A large number of world-class
construction technologies and equipment products have emerged to fill the gap between domestic and international
technologies. We strived to create value, coordinated and optimized the allocation of various resources, promoted
the adjustment and optimization of business structures, and actively entered rising markets, such as urban complex
development, ecological restoration and urban renovation, water and environmental protection, to further expand
our business. We continued to orientate ourselves towards customers’ needs, and strived to transform from being
a traditional construction contractor to a modern service provider for the construction industry. We strengthened
our marketing innovation, deepened regional operations, optimized three-dimensional operations, made every effort
to build a high-end industrial value chain, improved our ability to integrate industry with finance and management
across the full cycle, and ensured the effective alignment of our operations with market conditions, achieving
stronger growth momentum.

This year, China Railway has been able to full demonstrate its key strengths. With a global vision and a focus on
national strategy, China Railway contributed its wisdom, planning capabilities and strength to global economic
and social development. We have been actively involved in the construction of the Beijing-Tianjin-Hebei Integration
Plan, Xiong’an New Area, the Yangtze River Delta Economic Belt, the ecological protection of the Yellow River
Basin, the Guangdong-Hong Kong-Macau Greater Bay Area and the Hainan Free Trade Zone, giving full play to the
advantages of the entire industrial chain and promoting the implementation of a large number of major projects.
We have proactively sought to make building China into a strong transportation country a key part of our strategy
and vigorously promoted a spirit of craftsmanship. A number of key infrastructure projects, including Beijing Daxing
International Airport, Beijing-Zhangjiakou High-Speed Railway and Wuhan Yangsigang Yangtze River Bridge, have
been completed, and the “China name card” — represented by Chinese roads, bridges and high-speed railways
— has been continuously updated. We actively integrated ourselves into the “One Belt, One Road” global market
layout to build a China Railway “ocean liner”; continued to improve deployments in foreign markets to share the
positive story of China overseas; and continued to achieve breakthroughs in high-end markets along the “One Belt,
One Road”. The China-Laos Railway, Jakarta-Bandung High-Speed Railway, Bangladesh Padma Bridge and other
landmark projects under the “One Belt, One Road” Initiative have made good progress. We have enhanced our
corporate brand reputation and impact by exchanging documents on the construction of the railways from Muse to
Mandalay with the Ministry of Transport and Communications of Myanmar in the presence of President Xi Jinping
and Myanmar State Counsellor Aung San Suu Kyi, and signing an agreement on the restoration of the Malaysian city
project in the presence of Malaysian Prime Minister Mahathir Mohamad.
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This year, our development philosophy will be more upright and far-reaching. We continued to accelerate our
development in line with risk prevention and control measures, as well as strengthened internal controls and
management. Progress was made in preventing major risks arising from debt, investment and financing, overseas
operations, safety and quality, and compliance risks. We adhered to the concept of joint contribution and shared
development, assumed major responsibilities, actively fulfilled our social responsibilities, as well as played our part to
alleviate poverty. Three poverty-stricken counties have been lifted out of poverty with our assistance. We adhered to
the concept of green and sustainable development, as well as developed and put green equipment and technology
into use, in order to actively protect our blue skies, clear water, clean land and green mountains. Green development
is rooted in the core values of the Company. We continued to promote positive energy and celebrated the 70th
anniversary of the founding of the People’s Republic of China with the China Railway version of the song “My
Motherland and Me” and the original song “Cantabile Flourishing Age”.

At the beginning of 2020, in the face of the outbreak of COVID-19, we resolutely responded to the call of the Party
and the country. With the community’s shared vision and desire for mankind to combat the epidemic, we rallied
domestic and international forces and joined the frontlines of the battle against the virus. We promptly assisted
with the construction of the Wuhan Fire God Mountain Hospital and Mobile Cabin Hospital, Guizhou Fire God
Mountain Hospital, Xi‘an Xiaotangshan Hospital and a large number of other “places of hope”, and made every
effort to purchase and donate medical supplies, becoming one of the “most beautiful retrograders” in the battle
against the epidemic. We were flexible to adjust ourselves to the change, turning a crisis into an opportunity. We
have coordinated our efforts to promote epidemic prevention and treatment, as well as the resumption of work
and production, with the aim to further contribute to the construction of key projects, the healthy and stable
development of the Company, and the steady growth of the national economy.

Humans are the peak of a high mountain, as long as you are willing to climb. The curtain has been drawn for
the year of 2020. We will focus on the strategic positioning of our “diversified and construction-oriented related
business”, and make overall plans for both domestic and international markets. We will follow trends, deepen
enterprise reform, improve quality and efficiency, and accelerate transformation and upgrades. We will strive to
improve our business chain, refine the management chain, strengthen our industrial chain, consolidate our value
chain, and expand our energy chain. We will enhance our competitiveness, innovation, control, influence and ability
to resist risks facing the Company, and strive to build a globally competitive world-class enterprise, in order to
reward employees and shareholders with excellent performance and make great achievements in this new era.

We firmly believe that as long as we double our efforts, we will be able to achieve our mission!

Zhang Zongyan
Chairman

Beijing, China
30 March 2020
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1. Changes in Shares

(1) Changes in shares
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CHANGES IN SHARE CAPITAL AND INFORMATION ON SHAREHOLDERS

No. Counterparty

—_

China Reform Holdings Corporation Ltd.

2 China Great Wall Asset Management Co., Ltd.

3 China Orient Asset Management Co., Ltd.

4 China Structural Reform Fund Corporation Limited
5 Suida (Jiaxing) Investment Partnership (LLP)

6 BOC Financial Asset Investment Co., Ltd.

7 China Cinda Asset Management Co., Ltd.

8 ICBC Financial Asset Investment Co., Ltd.

9 BOCOM Financial Asset Investment Co., Ltd.
Total

Unit: Shares

Number of shares

387,050,131
372,192,507
223,271,744
223,296,399
178,138,508
119,095,464
74,715,953
74,433,517
74,433,517

1,726,627,740

(3) Impacts of changes in share on the financial indicators of earnings per share, net assets per
share for the most recent year and the most recent period

Whole year of 2019

Without
taking into

Taking

into account

Financial indicator the issuance
(under Chinese Accounting of additional
Standard (“CAS")) shares
Earnings per share (RMB) 0.950
Net assets per share (RMB) 9.990

account the
issuance of
additional
shares

0.968
10.746

Fourth Quarter of 2019
(October to December)
Without
Taking into taking into
account the account the

issuance of issuance of
additional additional
shares shares
0.332 0.358
9.990 10.746

(4) Other contents that the Company deems necessary or required by the securities regulatory

authority to be disclosed
Not applicable
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CHANGES IN SHARE CAPITAL AND INFORMATION ON SHAREHOLDERS

2. Changes in Shares with Selling Restrictions

Unit: Shares

1.

Number of Increase in
Number of shares  the number of Number of
shares released shares shares
with selling from selling with selling with selling Date of
restrictions at restrictions restrictions restrictions  Reasons for releasing
the beginning during during  attheend of selling selling
Name of shareholder of the year the year the year the year  restrictions restrictions
China Reform Holdings 0 0 387,050,131 387,050,131 Selling restrictions imposed by 2020.9.19
Corporation Ltd. non-public issuance of A shares
China Great Wall Asset 0 0 372,192,507 372,192,507 Selling restrictions impased by 2020.9.19
Management Co., Ltd. non-public issuance of A shares
China Orient Asset Management 0 0 223,271,744 223,271,744 Selling restrictions imposed by 2020.9.19
Co., Ltd. non-public issuance of A shares
China Structural Reform Fund 0 0 223,296,399 223,296,399 Selling restrictions imposed by 2020.9.19
Corporation Limited non-public issuance of A shares
Suida (Jiaxing) Investment 0 0 178,138,508 178,138,508 Selling restrictions imposed by 2020.9.19
Partnership (LLP) non-public issuance of A shares
BOC Financial Asset Investment 0 0 119,095,464 119,095,464 Selling restrictions imposed by 2020.9.19
(o, Ltd. non-public issuance of A shares
China Cinda Asset Management 0 0 74,715,953 74,715,953 Selling restrictions imposed by 2020.9.19
Co., Ltd. non-public issuance of A shares
ICBC Financial Asset Investment 0 0 74,433,517 74433517 Selling restrictions imposed by 2020.9.19
(o, Ltd. non-public issuance of A shares
BOCOM Financial Asset 0 0 74,433,517 74433517 Selling restrictions imposed by 2020.9.19
Investment Co., Ltd. non-public issuance of A shares
Total 0 0 1726627,740  1,726,627,740

l}‘f -2 Ada J
i

x Sél a.e I axceardL axg
i i

Information on Securities Issuance as of the End of the Reporting Period

Type of Stocks and Their

Derivative Securities

Ordinary Share

RMB-denominated Ordinary Share

Issuance
Date

2019.9.19

Issuance
Price

RMB6.75
per share

Number
of Shares
Issued

1,726,627,740

Number
of Shares
Permitted

to Be
Listed

Listing
DEL

2019.9.21  1,726,627,740

Trading
Termination
Date
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Description of securities issuance as of the end of the reporting period:

Upon the approval of the CSRC in the Zheng Jian Xu Ke [2019] No. 913 file on 21 May 2019, the
Company non-publicly issued 1,726,627,740 RMB-denominated ordinary shares by way of acquisition of
assets by issuance of shares, and such shares shall not be transferred within 12 months from the date
of completion of the issuance. On 19 September 2019, the Company completed the share registration
procedure regarding the additional shares issued under the acquisition of assets and by issuance of shares
and obtained the Registration Certificate for Change in Securities from Shanghai Branch of Securities from
China Securities Depository and Clearing Corporation Limited. The total share capital of the Company
changed to be 24,570,929,283 shares. More details of such issuance are set out in the Announcement
of China Railway Group Limited on Results of the Acquisition of Assets by Issuance of Shares of the
Company and Changes in Share Capital disclosed on the website of the Hong Kong Stock Exchange on
23 September 2019 and the website of the Shanghai Stock Exchange on 24 September 2019 respectively.

2. Information on Changes in Total Ordinary Shares and Shareholding Structure and Changes in the
Structure of Assets and Liabilities of the Company
(1) Impact of changes in ordinary shares on the total number of shares and shareholding
structure

Upon completion of

Prior to the issuance the issuance

Number Percentage Number Percentage
Type of shares (Shares) (0] (Shares) (%)

. Tradable shares with selling restrictions
Tradable A shares with selling restrictions - - 1,726,627,740 7.03
Tradable H shares with selling restrictions - - - -

Il Tradable shares without selling restrictions

Tradable A shares without selling restrictions 18,636,911,543 81.58  18,636,911,543 75.85
Tradable H shares without selling restrictions 4,207,390,000 18.42 4,207,390,000 17.12
Il Total number of shares 22,844.301,543 100.00  24,570,929,283 100.00

(2) Impact of changes in ordinary shares on the structure of assets and liabilities

Unit: ten thousand Currency: RMB

Taking into account Without taking into

the issuance of  account the issuance of

Financial Indicator (under CAS) additional shares additional shares
Total Assets 1,056,185,927 1,056,185,927
Total Liabilities 810,710,931 810,710,931
Owners’ Equity 245,474,996 245,474,996
Liabilities to Assets Ratio (%) 76.76 76.76

(3) Existing shares held by internal employees
Not applicable
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1. Number of Shareholders

Total number of shareholders of ordinary shares as at the end of the reporting period 621,215
Total number of shareholders of ordinary shares at the end of the month preceding
the date of this announcement 620,519
Total number of shareholders of preference shares with reinstated voting rights as
at the end of the reporting period 0
Total number of shareholders of preference shares with reinstated voting rights at
0

the end of the month preceding the date of this announcement
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Shareholdings of the top ten shareholders of shares without selling restrictions

Number of shares
held without
No. Name of shareholder selling restrictions Type and number of shares
Type Number
1 CREC(Note 1) 11,434,370,390 RMB-denominated ordinary shares 11,434,370,390
164,394,000 Overseas listed foreign shares 164,394,000
2 HKSCC Nominees Limited (Note 2) 4,173,233,799 Overseas listed foreign shares 4,173,233,799
3 China Securities Finance Corporation Limited 683,615,678 RMB-denominated ordinary shares 683,615,678
4 Guoxin Investment Co., Ltd. 260,662,995 RMB-denominated ordinary shares 260,662,995
5 Central Huijin Asset Management Ltd. 235,455,300 RMB-denominated ordinary shares 235,455,300
6 The Hong Kong Securities Clearing Company Limited 210,997,012 RMB-denominated ordinary shares 210,997,012
7 Beijing Chengtong Financial Control Investment Co., Ltd. 162,780,809 RMB-denominated ordinary shares 162,780,809
8 Boshi Fund - Agricultural Bank of China - Boshi China 131,135,600 RMB-denominated ordinary shares 131,135,600
Securities Financial Asset Management Plan
8 Yifangda Fund - Agricultural Bank of China - Yifangda 131,135,600 RMB-denominated ordinary shares 131,135,600
China Securities Financial Asset Management Plan
8  Dacheng Fund - Agricultural Bank of China - Dacheng 131,135,600 RMB-denominated ordinary shares 131,135,600
China Securities Financial Asset Management Plan
8 Jiashi Fund - Agricultural Bank of China - Jiashi China 131,135,600 RMB-denominated ordinary shares 131,135,600
Securities Financial Asset Management Plan
8  Guangfa Fund - Agricultural Bank of China - Guangfa 131,135,600 RMB-denominated ordinary shares 131,135,600
China Securities Financial Asset Management Plan
8  Central European Fund - Agricultural Bank of China - Central 131,135,600 RMB-denominated ordinary shares 131,135,600
European China Securities Financial Asset Management Plan
8 Huaxia Fund - Agricultural Bank of China - Huaxia China 131,135,600 RMB-denominated ordinary shares 131,135,600
Securities Financial Asset Management Plan
8 Yinhua Fund - Agricultural Bank of China - Yinhua China 131,135,600 RMB-denominated ordinary shares 131,135,600
Securities Financial Asset Management Plan
8 Southern Fund - Agricultural Bank of China - Southern 131,135,600 RMB-denominated ordinary shares 131,135,600
China Securities Financial Asset Management Plan
9 ICBC Credit Suisse Fund - Agricultural Bank of China - ICBC 119,642,589 RMB-denominated ordinary shares 119,642,589
Credit Suisse China Securities Financial Asset Management Plan
10 Hexie Health Insurance Co., Ltd. - Traditional - General 97,372,138 RMB-denominated ordinary shares 97,372,138
Insurance Product
Statement on the related relations and concerted actions CREC, the controlling shareholder, does not have related relations or perform concerted
between the shareholders above actions with the above other shareholders. The Company is not aware of any related

relationships or concerted action relationships between the above shareholders.
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3.

Note 1:  During the period from 20 November 2018 and 20 May 2019, CREC acquired additional 23,788,100 A shares of the
Company through centralized price bidding on Shanghai Stock Exchange, representing approximately 0.1276% of the total

issued shares of the Company. Following the increase in shareholding, CREC held 11,598,764,390 shares of the Company
(including 11,434,370,390 A shares and 164,394,000 H shares), representing approximately 47.21% of the total number of

shares of the Company.

Note 2:  H shares held by HKSCC Nominees Limited are held on behalf of its various clients, and the number of H shares held by CREC

/s already deducted.

Note 3:  The data shown in the table is based on the register of members of the Company as at 31 December 2019.

Shareholdings of top ten shareholders of shares with selling restrictions and terms of selling

restrictions

Number of

shares held

Name of shareholder of with selling

shares with selling restrictions restrictions

1 China Reform Holdings Corporation Ltd. 387,050,131

2 China Great Wall Asset Management Co., Ltd. 372,192,507

3 China Structural Reform Fund 223,296,399

Corporation Limited

4 China Orient Asset Management Co., Ltd. 223,271,744

5 ABC Capital Management Co., Ltd. - Suida 178,138,508
(Jiaxing) Investment Partnership (LLP)

6 BOC Financial Assets Investment Co., Ltd. 119,095,464

7 China Cinda Asset Management Co., Ltd. 74,715,953

8 ICBC Financial Asset Investment Co., Ltd 74,433,517

9 BOCOM Financial Asset Investment Co., Ltd. 74,433,517

Statement on the related relations and concerted
actions between the shareholders above

Permission for public
trading for shares with
selling restrictions

Permitted

timing for

public trading

2020.9.21
2020.9.21
2020.9.21

2020.9.21
2020.9.21

2020.9.21
2020.9.21
2020.9.21
2020.9.21

Number of
new shares
permitted for
public trading

o O o o

Unit: Shares

Terms of
selling
restrictions
12 months
12 months

12 months

12 months

12 months

12 months
12 months
12 months

12 months

CREC, the controlling shareholder, does not have related
relations or perform concerted actions with the above

other shareholders. The Company is not aware of any
related relationships or concerted action relationships
between the above shareholders.

Strategic Investors or General Legal Persons Becoming the Top Ten Shareholders by Placing New

Shares
Not applicable
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1.  Details of Controlling Shareholder

(1

(2)

(3)

(4)

(5)

Legal person

Name of controlling shareholder China Railway Engineering Group Company Limited
Legal representative Zhang Zongyan

Date of establishment 7 March 1990

Principal business Construction works, related engineering technological

research, survey, design, services, manufacturing of
specialized equipment and development and
operation of real estates.
Details of controlling interests and Nil
investments in other domestic and
overseas-listed companies during
the reporting period

Other information Nil

Natural person
Not applicable

Special explanation that the Company does not have any controlling shareholder
Not applicable

Details of the index and the date of changes of the controlling shareholder during the
reporting period

Not applicable

The diagram of the interests and controlling relationships between the Company and the

ultimate controller

47.21%

China Railway
Engineering

China Railway

Group Limited

Group Company
Limited
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2. Details of Ultimate Controller

(1

(2)

(3)

(4)

(5)

(6)

Legal person

Ultimate controller of the Company - State-owned Assets Supervision and Administration
Commission of the State Council ("SASAC"), which is the ministry level institution directly under the
State Council, and was set up in accordance with the institutional reform plan of the State Council
and the Notice of the State Council on Establishment of Institutions passed at the First Session
of the 10th National People’s Congress. The State-owned Assets Supervision and Administration
Commission is authorised by the State Council to perform its duties as an investor on behalf of
the State. The scope of supervision of the State-owned Assets Supervision and Administration
Commission extends to the state-owned assets of central government owned enterprises (excluding
financial enterprises). Currently, the State-owned Assets Supervision and Administration Commission
holds 90% equity interests in CREC and National Social Security Fund holds 10% equity interests in
CREC.

Natural person
Not applicable

Special explanation that the Company does not have any controlling shareholder
Not applicable

Details of the index and the date of changes of the controlling shareholder during the
reporting period
Not applicable

The diagram of the interests and controlling relationships between the Company and the
ultimate controller

State-owned Assets

Supervision and 90%

Administration Commission
of the State Council

47.21%

China Railway Engineering (@I ERRETNEY

Group Company Limited Group Limited

National Social
Security Fund

Ultimate controller control the Company through trust or other asset management methods
Not applicable
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As of the end of the reporting period, except for HKSCC Nominees Limited, the Company has no other legal
person shareholders with shareholding over 10%.
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Not applicable
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The Group is one of the largest multi-functional integrated construction groups in the world, which enables us

to offer a full range of construction and industrial products and related services to our customers. The Group
holds an industrial leading position in fields such as infrastructure construction, survey, design and consulting
services, engineering equipment and component manufacturing. The Group also diversifies its business and
expands its value-added services by exploiting into other businesses such as property development, merchandise
trading, investment and operation of infrastructure, mining development and finance. After years of practice and
development, the Group’s businesses have established a close upstream-downstream relationship among themselves,
with the infrastructure construction business supporting the engineering equipment and component manufacturing,
survey, design and consulting and merchandise trading business; infrastructure investment, property development
and mining development businesses supporting the survey, design and consulting services and infrastructure
construction business; survey, design and consulting services supporting the infrastructure construction business;
engineering equipment and component manufacturing business providing construction equipment (such as bridge
girder erection machine and shield) and the necessary components (such as turnout, bridge steel structure and
rail transit electrification equipment) for infrastructure construction; merchandise trading business supplying
materials (such as steel and cement) for infrastructure construction; and finance business offering financing services
for infrastructure investment and property development. All these have gradually formed a vertically integrated
construction industry chain with outstanding principal business supplemented by diversified relevant business
horizontally.
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1.  Infrastructure Construction Business

Domestically, with the steady advance of the national transportation infrastructure plan, China has
gradually strengthened its infrastructure construction capacity, accelerated the upgrading of energy
conservation standards on construction, and significantly improved the level of green development
in the construction sector. In 2019, investment in fixed assets continued to grow steadily areas the
country, with investment in infrastructure continuing to gain momentum, investment in some areas of
weakness strengthened, and investment in central and western regions accelerated. For the year of 2019,
China’s investment in fixed assets in transportation amounted to RMB3.2 trillion, and the investment
scale remained at a high level. In September 2019, the CPC Central Committee and the State Council
issued the Outline for the Construction of a Transportation Power, drawing an ambitious blueprint for
high-quality development of transportation. In terms of railways, the scale of investment in fixed assets
in railways during the period of 13th Five-year Plan was relatively stable, basically maintaining at around
RMB800 billion. In 2019, the investment projects of RMB802.9 billion were completed, new railway
lines with a total length of 8,489 kilometers were put into operation, and the length of railways in
operation nationwide reached over 139,000 kilometers (among which, the length of high-speed railways
reached 35,000 kilometers). In terms of roads and waterways, since 2017, China’s fixed asset investment
in roads and waterways has been running at a high level, basically around RMB2.3 trillion. The state
steadily implemented the National Highway Network Plan 2020-2030 in highway construction, and
gradually improved the network system of modern comprehensive transportation infrastructure through
investment policy guidance. In respect of urban rail transit, steady progress was made in urban rail transit
projects nationwide in 2019, with a total length of 968.77 kilometers of new lines put into operation,
representing an increase of 32.94% over the previous year. As of the end of 2019, a total of 6,730.2
kilometers of urban rail transit lines were in operation in 40 cities across Mainland China. In addition,
with the implementation of such documents as “Opinions on Promoting Standardized Development
of Government-Private Capital Cooperation”, “Regulations on Government Investment”, “Notice on
Strengthening Investment and Construction Management of PPP Projects in Accordance with Laws
and Regulations” and the continuous standardization and improvement of the PPP model by the state,
the implementation rate of PPP projects and the rate of operation have been gradually increased. The
number of cancelled projects is gradually reduced, the quality of PPP projects in the database is constantly
improved, and the PPP model has gradually entered the stage of stable and sustainable development. As
of 31 December 2019, the Ministry of Finance had a total of 12,341 PPP projects with a total investment
of RMB17.78 trillion, of which 9,383 projects were in the database with an investment of RMB14.48
trillion.

Internationally, against the backdrop of sluggish world economic recovery, rising anti-globalization and
trade protectionism, the infrastructure development index of the countries along the “One Belt, One
Road” in 2019 dropped slightly, but still remained at a high level. There is a huge demand for connectivity
projects such as roads, railways, ports and airports in various countries, and there are more diverse
sources of funds for participating in and supporting the “One Belt, One Road” infrastructure construction.
For the year of 2019, the value of new contracts from 62 countries and regions along the “One Belt, One
Road” entered into by enterprises in China was US$154.89 billion, accounting for 59.5% of the value of
new contracts of foreign contracting projects of China during the same period, representing a year-on-
year growth of 23.1%; the turnover completed was US$97.98 billion, accounting for 56.7% of the total
turnover during the same period, representing a year-on-year growth of 9.7%.



2019 ANNUAL REPORT = CHINA RAILWAY GROUP LIMITED

BUSINESS OVERVIEW

Survey, Design and Consulting Services Business

Being a technology- and intelligence-intensive production-based service industry, the survey, design and
consulting services business offers technical and management services throughout the decision-making
and implementation process of the construction work of various industries, including construction,
transportation, electricity and irrigation works. It has a leading position in project construction, plays
an important supporting role in improving the investment benefits and social benefits of construction
projects, and is a key link in project construction. With the steady growth of China’s infrastructure
investment in 2019, the survey, design and consulting market as a whole also kept growing. In
particular, with the further expansion of the service supply capacity of engineering survey and design
and consulting units, its service scope gradually extended to the whole life cycle of construction projects
of engineering consulting industry chain, including investment decision-making consultation and post-
assessment consultation, are gradually gaining access to energy conservation and emissions reduction,
green low carbon economic consulting, land use and ecological environmental protection consulting,
safety evaluation consulting, circular economy and comprehensive utilization of resources consulting
and project operation management consulting, and other fields. In the meantime, the operating income
of traditional survey and design business kept decreasing and the industry profit was decreasing. In
the future, with the steady implementation of national infrastructure construction, further promotion
of the concept of “innovative, coordinated, green, open and shared” development, and the in-depth
implementation of Guiding Opinions on Promoting the Development of Engineering Consulting Services
in the Whole Process, the survey, design and consulting industry will maintain a sustained, healthy and
rapid development trend, and cultivating and developing the comprehensive consulting in investment
decision-making and the consulting throughout the project construction process will become a new trend,
so as to provide high-quality intellectual and technical services for fixed asset investment and project
construction activities, comprehensively improve investment efficiency, the quality of project construction
and operational efficiency, and promote high-quality development. At the same time, the survey, design
and consulting services business is also facing new challenges, mainly reflected in the increasingly fierce
inter-industry and cross-industry competition and competition in the entire industry chain. The market will
impose increasingly strict requirements on the enterprises in terms of various aspects including innovation
capability, technical know-how, quality standard, business scope and service price.
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Property Development Business

In 2019, with the continuous adjustment of China’s economic structure, the real estate industry shifted
from high-speed growth to steady growth. All localities resolutely implemented the plans of the CPC
Central Committee and the State Council, and adhered to the general position that houses are for living
in, not for speculation. It was clearly stated for the first time that “real estate should not be used as
a means to stimulate the economy in the short term”, and the long-term management and regulation
mechanism that is based on the city’s policies, and stabilize land prices, housing prices and expectations
was fully implemented. With respect to land market transaction, the financing channels of the real estate
industry have been tightened, and the turnover and transaction amount of the national land market have
been significantly reduced. According to the National Bureau of Statistics, the land purchased by real
estate developers totaled 258.22 million square meters in 2019, representing a year-on-year decrease
of 11.4%. The land transaction price was RMB1,470.9 billion, representing a year-on-year decrease
of 8.7%. With respect to the turnover of commodity housing market, the overall turnover of the year
remained stable, the residential transaction area increased slightly, and the office and commercial housing
transaction area significantly shrank. In 2019, China’s investment in real estate development totaled
RMB13,219.4 billion, representing a year-on-year increase of 9.9%. The sales area of commodity housing
was 1,715.58 million square meters, representing a year-on-year decrease of 0.1%. In particular, the sales
area of residential housing increased by 1.5%, the sales area of office buildings decreased by 14.7% and
the sales area of commercial housing decreased by 15.0%. The sales amount of commodity housing was
RMB15,972.5 billion, representing a year-on-year increase of 6.5%. In particular, the sales amount of
residential housing increased by 10.3%, the sales amount of office buildings decreased by 15.1% and
the sales amount of commercial housing decreased by 16.5%. In terms of the competition pattern of
real estate enterprises, data show that the performance scale and industry concentration degree of real
estate enterprises in China have been further improved, and the growth rate of the industry’s overall sales
has slowed down. Leading real estate enterprises are accelerating the stock depletion, improving their
own organic development capacity, strengthening the management and control of investment risks, and
steadily promoting diversified development while centering on the main business of real estate.
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The Group’s principal business activities are infrastructure construction, survey, design and consulting services,
engineering equipment and component manufacturing, property development and other businesses.

In 2019, the Group organized the main operation entities at all levels to earnestly implement the three-year
special action plan and innovative development plan of the SASAC for deepening the reform of state-owned
enterprises, and promoted the comprehensive reform of mixed ownership and “double hundred action” in
an orderly manner. The internal restructuring was carried out steadily, and the mixed ownership reform was
carried out with the help of the capital market to select the companies with synergies with the main businesses
of the Group. We made great efforts to expand the kinetic energy chain and truly lead the high-quality
development of the Company with creation and innovation.

In 2019, the Group continued to maintain its leading position in the market, constantly deepened the reform
of operation system and mechanism, expanded the operation scale and made efforts to ensure the growth of
quantity. We worked on the reform of management system and mechanism to achieve quality improvement.
On the basis of adhering to the traditional contract operation and continuously deepening the investment and
financing operation, we have effectively expanded the specific operation modes of various business models and
further improved the Group's market competitiveness.

In 2019, with the continual expansion of the Group’s production and operation scale, especially the investment
scale, the Group continued to pay equal attention to broadening income source and reducing expenditure,
vigorously strengthened the research, management and control of the enterprise macro-cost and micro-cost,
vigorously carried out centralized management of capital and procurement of materials, actively expanded
financing channels and enhanced the proportion of direct financing, resulting in a decrease in management
costs from various aspects. In 2019, the average financing cost of the Group was 4.52%, representing a year-
on-year decrease of 0.1 percentage point. The financing cost continued to decline. The Group successfully
completed the first market-oriented debt-to-equity conversion project in China’s construction industry. As the
state-owned capital investment and operation companies, financial asset management and other institutions
became new shareholders of the Company, the shareholder structure of the Company was further optimized;
as the controlling equity interests of the expressway asset platform company has been successfully transferred,
the introduction of excellent expressway investors effectively reduced the Company’s liability and increased the
return on asset.

In 2019, the Group further strengthened the “red line” awareness and “bottom line” thinking, firmly
established the concept of caring for people, safe development and “zero accident”, and actively promoted the
laboratory activities of project management and the standardized and refined management of safety to ensure
that the Group's safe production situation was generally stable, and the quality of projects was steady and
controllable.
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In 2019, the value of new contracts of the Group was RMB2,164.87 billion, representing a year-on-
year increase of 27.9%. In particular, the value of new contracts of domestic business was RMB2,037.27
billion, representing a year-on-year increase of 28.4%; the value of new contracts of overseas business was
RMB127.60 billion, representing a year-on-year increase of 21.6%. As at the end of the reporting period, the
value of contract backlog of the Group was RMB3,171.37 billion, with an increase of 9.3% as compared with
the end of 2018. The value of new contracts by business segment is set out as below:

Unit: 100 million Currency: RMB

Value of New Contracts

Increase/
decrease over

same period

Business segments last year

&

Infrastructure construction business 17,946.3 14,346.3 25.1

Including: Railway 3,112.4 2,540.8 22.5

Highways 3,090.6 3,016.3 2.5

Municipal works and others 11,743.2 8,789.2 33.6

Among which: Urban rail transit 2,014.0 2,364.0 -14.8

Municipal works 4,644.9 3,066.8 51.5

Housing construction 4,360.3 2,489.0 75.2

Survey, design and consulting services 288.1 2211 30.3
Engineering equipment and component

manufacturing 420.9 368.0 14.4

Property development 696.8 530.0 31.5

Other businesses 2,296.6 1,456.2 57.7

Total 21,648.7 16,921.6 27.9




. BUSINESS OVERVIEW



2019 ANNUAL REPORT = CHINA RAILWAY GROUP LIMITED

BUSINESS OVERVIEW

In 2019, the value of the Group’s new contracts of infrastructure construction business was RMB1,794.63
billion, representing a year-on-year increase of 25.1%. As at the end of 2019, the value of the Group’s
contract backlog of infrastructure construction business was RMB3,164.18 billion, representing an
increase of 17.8% from the end of 2018. From a business area perspective: @ In respect of
railway business, thanks to the increase in the total scale of bidding for large and medium-sized
railway infrastructure projects by various railway bureaus and key railway companies, the amount of new
contracts in the Group’s railway business increased, and the new contracts reached RMB311.24 billion
in 2019, representing a year-on-year increase of 22.5%. The contract backlogs amounted to RMB617.95
billion, representing a year-on-year increase of 10.8%. The Group's market share in domestic large and
medium-sized railway construction reached 50.5% in 2019, maintaining the first place in China. @ In
respect of highway business, in 2019, the growth rate of national highway fixed asset investment
was basically unchanged, and the amount of new contracts in the Group’s highway business increased
slightly. The new contracts amounted to RMB309.06 billion, representing a year-on-year increase of
2.5%. Among them, the 053 TdE tlselfe of obtheB30us ease i )T|R.14mode (PPP, BOT, etc.) hainvnd
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2. Survey, Design and Consulting Services Business
As a backbone enterprise in China's survey and design and consulting industry, the Group has played an
important leading role in the field of engineering construction, especially in assisting in the formulation
of construction codes and quality acceptance standards of the railway industry. In ENR’s 2019 ranking of
the world’s 150 largest design companies and 225 largest international design companies, China railway
ranked 20th and 94th respectively.

In 2019, the value of new contracts of the Group's survey, design and consulting services business was
RMB28.81 billion, representing a year-on-year increase of 30.3%, mainly because of the growth of
the overseas survey and design business undertaken by the Group. As at the end of 2019, the Group's
contract backlog of survey, design and consulting services business was RMB54.60 billion, representing an
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Property Development Business

The Group is one of 16 central enterprises that the SASAC has identified as taking the real estate
development as the main business. The Group's real estate development business complied with the
national policy guidance and adhered to the new development concept. We carefully studied the new
policies, identified new markets, set up new targets, constantly optimized the project mix, and played the
role of “real estate +”. We enhanced efforts to develop the market for building properties on subways,
developing urban areas, industrial parks, and renovating old urban neighborhoods, strengthened risk
prevention and control, and paid more attention to investment safety and return on investment, with an
aim to effectively improve the efficiency and performance of real estate project development.

In 2019, the Group had a total of 204 secondary property development projects located in 50 cities
including Beijing, Shanghai, Guangzhou and Shenzhen. During the reporting period, the Group’s property
development business achieved a sales amount of RMB69.68 billion, representing a year-on-year increase
of 31.5%, and its sales area was 5.03 million square meters, representing a year-on-year increase of
16.4%. The area that has commenced construction was 8.07 million square meters, representing a year-
on-year increase of 62.4%; the area that has completed construction was 3.15 million square meters,
representing a year-on-year decrease of 24.1%. As at the end of 2019, the Group's property projects
under construction cover an area of 41.23 million square meters, and the land reserve area to be
developed was 16.876 million square meters.

Other Businesses

Mining business

In 2019, there was no major change in the fundamentals of the non-ferrous metals industry. However,
with the intensification of economic and trade frictions, the subsequent evolution of the global economic
situation is not optimistic, and the prices of industrial products will increasingly show the downward
pressure. Therefore, for commodities, the market will be more volatile, and the marginal impact will
gradually weaken. In the process of infrastructure construction at home and abroad, the Group has
obtained a number of mineral resources projects through acquisitions and mergers based on “fiscalization
of resources” and “exchange of resources for projects”. China Railway Resources Group Co., Ltd., the
Company’s wholly-owned subsidiary, is responsible for the development business of mineral resources.
The Group's mining business is mainly based on the management and development of mines. Currently, it
wholly owns, controls or holds shares in 5 modern mines at home and abroad. The main mineral products
produced and sold include concentrate of copper, cobalt, molybdenum, lead and zinc, copper cathode
and cobalt hydroxide. In 2019, the prices of copper, cobalt, lead and zinc, the main mineral products of
the Group, were in a downward trend, while the price of molybdenum remained on the rise. At present,
the Group's retained resources/reserves mainly include copper of approximately 9 million tons, cobalt of
approximately 600,000 tons, and molybdenum of approximately 700,000 tons. In particular, the retained
reserves of copper, cobalt and molybdenum are in the leading position in the same industry in China, and
its mines’ production capacity for copper and molybdenum has been at the forefront in the same industry
in China.
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Financial business
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In 2019, the Group won 4 National Prizes for Progress in Science and Technology, 1 Technological Invention
Award, 14 Zhan Tianyou Civil Engineering Prizes, and 328 provincial and ministerial science and technology
achievement awards. We have 2,065 authorized patents, including 311 invention patents. “Shield tunneling
machine for tunnel connection and its tunneling method” won the gold prize of the 20th China Patent Prize. 3
patents, namely “integrated ballastless track”, “hyperboloid ball bearing with anti-lifting beam and anti-falling
beam function”, "“a rotatable spoke used for the blade of shield tunneling machine” won the outstanding
awards. 542 engineering methods received provincial and ministerial level recognition.

i

In 2019, the Group conscientiously implemented and complied with the standards of the quality management
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system, environmental management system, occupational health and safety management system (international
quality management system: ISO 9001:2015; national quality management systems: GB/T 19001-2016/
ISO9001:2015 and GB/T 50430-2007; international environmental management system: ISO 14001:2015;
international environmental management system: GB/T 24001-2016/ISO 14001:2016; international occupational
health and safety management system: GB/T28001-2011/OHSAS 18001:2007). It also strictly implemented
the domestic and international industrial standards and continuously improved its internal quality assurance
system to make sure that its system and rules (including the Measures for Supervision on and Management of
Construction Quality) are effectively compatible with those currently in force in relation to construction quality
control, quality assurance and management, quality accident handling, and accountability for accidents, and
that the management process is in an orderly and controllable condition, thus providing a solid foundation for
the highly effective operation of the Group’s quality management system. During the year, 10 projects of the
Group won the Luban Prize, 57 projects won the National Outstanding Quality Project Award and 20 projects
entered the list of national construction sites for safe construction and standardized production. The brand
reputation of the construction quality of the Group was further enhanced.
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The details are set out in the “Environmental protection information” under the “Significant Events” on page
306 to page 308 of this annual report.
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As a company dually listed on Shanghai Stock Exchange and the main board of the Hong Kong Stock Exchange,
during the reporting period, the Group strictly complied with laws and regulations including the Company
Law, the Securities Law, the Code of Corporate Governance for Listed Companies, and the various rules of
the Shanghai Stock Exchange and the Hong Kong Stock Exchange, continuously enhanced the corporate
governance structure and brought forth new ideas to the operational mechanism of corporate governance,
thereby continuously enhancing the rationality and effectiveness of corporate governance. During the reporting
period, there was no material breach of laws and regulations by the Group.
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The Group always maintains a cooperation relationship of harmony, mutual trust and mutual benefit with
its stakeholders, insists on putting itself in the shoes of the stakeholders to consider issues and proactively
responds to the important issues of the stakeholders’ concern. The Group has in place a smooth, standardized
and distinctive communication system with the stakeholders, and strives to achieve mutual, harmonious and
win-win development with the stakeholders.

At the beginning of 2020, downside risks to the global economy have increased with the spread of COVID-19
worldwide, continued trade frictions, turmoil in financial markets, and escalating geopolitical tensions. With
the uncertainty factors further intertwined and the emerging of some risks and hidden dangers, the corporate
operation will be faced with more difficulties. However, at present and for some time to come, the basic trend
of steady and long-term growth in China’s economy has not changed. In particular, the central economic
work council and meetings held by CPC Central Committee and the State Council in the first quarter have
put forward a series of measures to stabilize growth, which will provide new benefits for the development
of construction enterprise. Firstly, the more active counter-cyclical adjustment policy will provide new
opportunities for the development of the Group. According to the spirit of the central economic work council,
the economy should operate within a reasonable range, and counter-cyclical adjustment policies should be
intensified accordingly. Strengthening infrastructure development remains a major focus for steady growth,
with particular emphasis on new types of infrastructure development. Intercity high-speed railway and intercity
rail transit is one of the seven key “new infrastructure” sectors, indicating that investment in transportation
infrastructure will continue to grow. In 2020, China will invest RMB800 billion in fixed assets in railways,
RMB1.8 trillion in roads and waterways, and RMB90 billion in civil aviation. The investment remains high. In
addition, the implementation of the renovation of old urban areas has further strengthened urban renewal and
the improvement of housing stock. The “urban renovation” and “renovation of shanty towns” have a huge
volume, and the market size is estimated to reach RMB3-5 trillion, with an annual volume of approximately
RMB1 trillion. In particular, the meeting of the Political Bureau of the CPC Central Committee held on 27
March 2020 further pointed out that the adjustment and implementation of macro-policy will be strengthened.
A comprehensive package of macro-policy measures will be studied and proposed as an active response, the
active fiscal policy should be more active and effective, the prudent monetary policy should be more flexible
and moderate, fiscal deficit rate could be raised appropriately, special treasury bonds could be issued, and
the size of special local government bonds could be increased, so as to guide the downward of loan market
interest rate, and maintain a reasonable abundant liquidity. Secondly, the constantly optimized regional
economic pattern will provide a new world for the development of the Company. The state will continue to
accelerate the implementation of the regional development strategy, promote the construction of the Xiong'an
new area, implement measures to protect the Yangtze River Economic Belt, promote ecological protection
and high-quality development of the Yellow River basin, and improve the comprehensive carrying capacity of
central cities and city clusters. The development plan of the Yangtze River Delta, the development plan of the
Guangdong-Hong Kong-Macao Greater Bay Area, and the master plan of the new land-sea corridor in western
China will be fully implemented, which will provide a broad stage for the development of the Company.
With the improvement of urbanization and the continuous increase of urban population, urban rail transit,
represented by metro and light rail, will become an important means to promote green travel, create smart
cities and ease congestion by virtue of its advantages of low per capita energy consumption, large carrying
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capacity and interconnectivity. Thirdly, infrastructure investment funds and increased approval efforts will
provide new impetus for the development of the Company. The CPC Central Committee pointed out that it
is necessary to speed up the issuance and use of special local government bonds, and step up the preliminary
preparation and construction of key projects. The State Council has made clear that special debt funds of local
governments are not allowed to be used in land reserve and real estate related areas, and it will expand the
scope of use of special debt, focusing on railway, rail transit, urban parking and other transport infrastructure.
The Ministry of Finance has explicitly instructed local governments to expand their issuance of special bonds,
and guided the local governments to make reserves and preliminary preparations for projects so as to form
effective investment as soon as possible, in accordance with the principle of “funds follow projects”. The NDRC
and other ministries and commissions have launched initiatives to accelerate the start of construction of major
projects, speed up the project approval, encourage the implementation of new investment projects, and require
the early commencement and work resumption of the major railway, highway, waterway and airport projects
under the 14th Five-year Plan shall be achieved. According to publicly released data, Beijing, Guangdong,
Jiangsu and Fujian plan to invest about RMB6.7 trillion in key projects in 2020, and the total investment scale
of key projects announced by 15 provinces is about RMB37 trillion. Fourthly, the intensive introduction of a
series of favorable policies and preferential policies will provide new conditions for the development of the
Company. The state has made great efforts to reduce the burden on enterprises by introducing a series of
policies of reducing taxes and fees. In addition, in order to ease the impact of COVID-19, the State Council
further issued tax relief, credit support and other preferential measures to strengthen the role of fiscal
and monetary policies in counter-cyclical adjustment, and ease market liquidity, which is conducive to the
development of capital-intensive enterprises such as infrastructure construction and real estate enterprises.
Fifthly, the continued deepening of high-level opening-up will provide new space for the development of
the Company. The Decision of the fourth plenary session of the 19th CPC Central Committee made it clear
that we shall open up, on a larger scope, in a wider range and at a deeper level. “Bringing in” and “going
out” have always been complementary. China’s opening-up at a higher level will create more space for us to
“go global” on a larger scope, in a wider range and at a deeper level. The construction of “One Belt, One
Road” has been further promoted, and new cooperation models keeps emerging. Countries along the “One
Belt, One Road” have strengthened policy communication, improved the business environment, increased
infrastructure spending, and encouraged cross-border investment and cooperation. From the perspective of
future development trend, driven by the acceleration of industrialization and urbanization in relevant countries,
the construction demand of transportation infrastructure will be further released. Infrastructure connectivity
projects such as roads, railways, ports and airports will inject stronger impetus into international infrastructure
development. All these will provide new favorable conditions for the development of the Company.



BUSINESS OVERVIEW .



CHINA RAILWAY GROUP LIMITED 2019 ANNUAL REPORT

MANAGEMENT DISCUSSION AND ANALYSIS

O e-.e

The Group’s principal business activities are infrastructure construction, survey, design and consulting services,
engineering equipment and component manufacturing, property development and other businesses.

In the year of 2019, the Group achieved revenue of RMB850.843 billion, representing a year-on-year increase
of 14.9%. Profit for the year increased by 45.6% year-on-year to RMB25.379 billion while profit for the year
attributable to owners of the Company increased by 37.7% year-on-year to RMB23.678 billion.

A comparison of the financial results for 2019 and 2018 is set forth below.
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Other Gains and Losses, Net

The Group’s other gains and losses mainly include gains and losses on disposal/write-off of financial assets/
liabilities, joint ventures, associates and subsidiaries, foreign exchange gains/losses, impairment loss on
property, plant and equipment and other assets and changes in the fair value of financial assets through
profit and loss. The other gains of RMB5.705 billion in 2019 (2018: other gains of RMB1.034 billion) primarily
included gains of RMB4.955 billion from the disposal of 51% equity interests in CRCE and related debts.

Selling and Marketing Expenses

The Group’s selling and marketing expenses primarily consist of employee compensation and benefits,
distribution and logistic costs and advertising costs. In 2019, the Group’s selling and marketing expenses
amounted to RMB4.605 billion, representing a year-on-year increase of 30.2%. Such increase was mainly due
to the continuous strengthening in marketing effort brought by the deepened implementation of regional and
three-dimensional operation as well as the strengthening in selling effort on property development projects
and industrial products. The selling and marketing expenses as a percentage of the total revenue for 2019 was
0.5%, basically remained the same as that for 2018.

Administrative Expenses

The Group's administrative expenses mainly consist of employee compensation and benefits and depreciation
and amortization of its assets related to administration. In 2019, the Group’s administrative expenses increased
year-on-year by 11.7% to RMB24.474 billion. Such increase was mainly due to the normal increase in staff
salary with the increase in profitability. Administrative expenses as a percentage of revenue for 2019 was 2.9%,
decreased by 0.1 percentage point as compared to 3.0% for 2018.

Finance Costs, Net

In 2019, the Group’s net finance costs (finance costs less finance income) was RMB6.741 billion, representing
an increase of 25.2% from 2018. It was mainly due to the increase in interest expenses brought by the increase
in interest-bearing liabilities and the increase in discount expense from ABN and ABS.

Profit Before Tax
As a result of the foregoing factors, the profit before tax for 2019 increased by RMB8.242 billion, or 33.0% to
RMB33.187 billion from RMB24.945 billion for 2018.

Income Tax Expense

In 2019, the Group’s income tax expense increased year-on-year by 4.0% to RMB7.808 billion. By excluding
the impact of land appreciation tax, the effective income tax rate of the Group decreased by 3.2 percentage
points from 21.1% for 2018 to 17.9% for 2019. Such decrease was mainly due to the increase in profitability
of subsidiaries by increasing quality and efficiency and further enhancement on entitling various preferential
income tax treatments, such as high and new technology enterprises, development of the Western Region and
deduction of research and development expenditures.

Profit for the Year Attributable to Owners of the Company
In 2019, profit for the year attributable to owners of the Company increased by 37.7% to RMB23.678 billion
from RMB17.198 billion for 2018.
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The revenue and results of each segment of the Group's business for the year ended 31 December 2019 are set

forth in the table below.

Profit

Revenue Before

Profit asa Tax as a

Growth Profit Before Tax  Percentage  Percentage

Business Segment Revenue Rate  Before Tax Growth Rate Margin' of Total of Total

RMB million (%)  RMB million (%) (%) (%)

Infrastructure Construction 762,084 17.8 20,936 22.4 2.7 83.1 57.4

Survey, Design and Consulting 17,031 12.8 962 -37.4 5.6 19 26
Engineering Equipment and

Component Manufacturing 24,322 17.0 1,999 30.5 8.2 2.7 55

Property Development 43,662 -0.7 3,652 -20.7 8.4 4.8 10.0

Other Businesses 70,402 3.9 8,950 1,085.4 12.7 7.5 245

Inter-segment Elimination
