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Chairman’s Statement

ESRYE

Dear Shareholders,

In the first half of 2015, the macro-economy around the globe
was confronted with challenges and increasing uncertainty; major
economies are faced precarious growth prospect and the global
economy was still under in-depth adjustment in the wake of the
global financial crisis. According to the “World Economic Outlook”
issued by International Monetary Fund (IMF) in April 2015, it is
necessary for the world’s major economies to carry out structural
economic reform and increase infrastructure investments. Under
such context, China’s economic development entered into a
new norm where the throe of structural adjustment is still being
felt and the new momentum is yet to offset the negative impact
brought by the old momentum. In the first half of this year, the
aggregate amount of China’s import and export trading recorded
a year-on-year decrease of 15.5%. There is mounting downside
pressure on China’s economic growth while the stock market is
turbulent.

Looking back at the development of the first half of 2015, under
the influence of a number of adverse factors amidst a complex
and volatile market environment and increasing downside
economic pressure, the Group’s overseas projects were affected
and our interim results of 2015 declined as compared with the
corresponding period of 2014. Nevertheless, with our extensive
experience in overseas market and the timely introduction of a
series of measures to stabilize growth and to promote development,
the Group has withstood the historic test and warded off various
risks. Each operating activity maintained a stable development trend
and the balance sheet was healthy and solid while projects were
executed smoothly and orderly.

REVIEW OF THE FIRST HALF

During the first half of 2015, the Group upheld “CMEC Five-Year
Development Strategy” as its guiding principle to persist in
forging ahead. Overall, a stable development trend has been
maintained and each business segment recorded normal growth.
The international engineering contracting segment, trading and
services segment and investment segment continuously optimized
and developed collaboratively.

China Machinery Engineering Corporation
FEIRMRE IRRAERAT

EHA SRR

0158 ¥ FR2HRABRKER L BRIE -
THEEEMA - FELBEBIERATSETH
B REEDREATERSBERED
REFEL - BIF2015F4FEB EEE
SHBHANERAKCEREBREPEL
PREFTELEETAEABELER
B OBLBEMERZERE - FHER
T HRBSEERSANTEE  AEAR
M ERERER BN MEEHTES
NEROTREEE  E¥FHE#HEHAZ
SBERLL T815.5% @ PRI EIZRT
TTREBNFENK  BEMHEIZIES -

ClfE201566F L+ FHRIEN  BHEMS
B0 T 35 BRI DA R D IR B 48 T 1T B
N REBEBIINABR BE R —EAFER
B % & - 2015%F 1 H) 48 [ LL 20145
HIBAM T - BRERMEEIITISENE
BERBARLBHAEN—RINBER - R
BROER  ARBELRETELENE
B HEETREER - FERLLIHR
FREREREY EERERBERTE
HEMITREAR °

E¥FEE

20156F L¥F - AKEBEF#H [CMECHF
BEBR] NEEESHERNMER 2
BREFBEBRED  SEBRRETHE
o HRETREABRRK - BSRIFIRHE KL
BENBIRETE B L BREE -



For the international engineering contracting business, although
facing adverse factors such as global economic adjustment,
tepid demand, higher external pressures as well as intensified
competition faced by Chinese enterprises in the international
market due to domestic overcapacity, the Group has a satisfactory
project performance and is determined to make progress on
market development with active layout. Through enhancing the
establishment of overseas branch corporations and stepping up
regionalized and localized construction in countries along the
“One Belt and One Road”, the Group gained outstanding results
which provided strong support for promoting further strategic
development.

In the first half of 2015, the Group has over 70 projects under
construction, spanning across dozens of countries throughout the
world. Of which the central power plant project in Venezuela and
the railway project in Belgrano, Argentina progressed smoothly and
are expected to generate greater return in the future. Furthermore,
the heating station project in Mongolia, the housing project phase
[l — development of 1,500 housing units in Maldives, the medical
equipment supply project in Zimbabwe and the project of upgrading
to bitumen standard of main road 67 in Namibia also achieved good
progress and received wide recognition.

In relation to the market development of international engineering
contracting, on the one hand, the Group consolidated traditional
markets with years of experience and good reputation, on the other
hand, the Group aligned with the national strategy of “One Belt
and One Road” to design elaborate plan and to actively explore
opportunities in order to create new growth thresholds through
in-depth development. In the first half of 2015, the values of the
Group’s newly effective contracts surpassed US$700 million, of
which the power sector accounted for over 90%, representing
a year-on-year increase of over 270%. As of June 30, 2015, the
Group’s engineering contracting projects spread over 48 countries
in the world with focus on developing countries and covering part
of the markets of semi-developed countries.
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Chairman’s Statement

ESRYE

For the trading business, China’s export and import trading was
constrained by a multitude of risks and was still in a low growth
or even negative growth stage during the first half of this year.
However, the quality and efficiency of China’s international trading
has improved; overall, the trading business realized steady growth
and enjoyed good momentum, especially in emerging markets and
part of the countries along the “One Belt and One Road” which
recorded larger increase in trading volume.

In the first half of this year, the Group’s trading business has
shown a good momentum of substantial recovery and increase
in earnings. After two years of transformation, the Group actively
optimized the business structure and reorganized each operational
unit by leveraging the core products and CMEC brand. Due to such
efforts, the advantages of regionalization, integration, flattened
structure and industrialization have begun to gradually take shape.
Furthermore, responding to the trend of the times, the Group
also actively launched research activities regarding cross-border
e-commerce business in order to promote the integration of
“Internet+” and traditional industries as well as utilizing the
advantages of the Group’s overseas channels so as to accelerate
innovation, transformation and upgrade of businesses.

For the investment and financing business, the Group continued
to implement its strategy of “investment-driven EPC” and adhered
to the principle of investing in markets and industries with which
we are well-versed. Besides, we attached great importance to
risk control of investment business and actively developed various
investment projects in the power sector. For overseas market, the
Group’s key focus is on the Thar coal-electric integration project
in Pakistan for which we are striving to conclude the financing
arrangement and commence construction as soon as possible.
For the domestic market, the new energy business team of the
Eastern China business department of the Company is now actively
embarking on the development of photovoltaic power generation
projects in places such as Jiangsu, Zhejiang and Guangdong.
Building on the foundation laid over the years, the projects have
achieved considerable results in expanding scale.
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OUTLOOK

In order to adapt to the changing market demands, the Group
will continue to enhance the overall competitiveness of each
business segment, fully leverage its competitive advantages
overseas, optimize internal and external allocation of resources,
pay close attention to the implementation of work deployments
and comprehensively achieve various work targets in the second
half of 2015.

The Group intends to constantly introduce a number of effective
measures in the second half of this year to strengthen the foundation
of the International Engineering Contracting Business and to ensure
a stable development of the International Engineering Contracting
Business. The Group will seize the strategic opportunities of
the “One Belt and One Road” to make good use of each policy
arrangement while procuring the introduction of more preferential
support policies by China in accordance with its own execution
capability.

Firstly, in economic regions along the Silk Road, the Group will
actively develop the markets with controllable risks, such as Eastern
Europe and Kazakhstan in Central Asia; with respect to the Maritime
Silk Road, the Group will establish business footholds in various
countries to further promote regionalization and localization; in the
African market, the Group will strengthen the strategic cooperation
with General Electric Company (USA) to secure the credit models of
African market such as buyer’s credit and “two preferential facilities”
and expand new business channels; in the South American market,
the Group will explore new business opportunities to ensure a
sustainable development of subsequent projects.

Secondly, for the trading and services segment, the Group will
actively develop new energy business including photovoltaic power
generation and promote the development of the field of high-end
forging and casting goods. Meanwhile, the Group will provide
one-stop value-added services in domestic and overseas industrial
parks and pay attention to cross-border e-commerce business in
the field of machinery, so as to strive for better progress.
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Chairman’s Statement

ESRYE

Finally, for the investment and financing business, the Group will
continue to promote its strategy of “investment-driven EPC”, adhere
to the principle of investing in markets and industries that we are
well-versed with, implement a series of risk control measures while
achieving the EPC synergy brought by investment-driven approach.
Moreover, the Group will also actively strive for more premium
industrial resources to further improve its own industrial chain.

We believe that by leveraging the increasingly mature business
network, vigilant and sensitive insight into the market and solid
and sound risk control system, the Group will continue to achieve
remarkable results in the second half of this year and deliver
satisfactory results to all its shareholders.

At last, on behalf of the Board, | would like to take this opportunity
to express our sincere gratitude to the shareholders for their
concern and support over the years towards CMEC, and to the
senior management team and all of the Company’s staff who
dedicated themselves to work with great efforts.

Sun Bai
Chairman

Beijing, China
September 21, 2015

China Machinery Engineering Corporation
FEIRMRE IRRAERAT

R ERBEEB @ AEESESE
e [IRENBEPC] Bl - BRFAEBACH
BHMSMATNITERER > Bit—
Ry RRpEREEY BERRENS S
KEEPCHH RIZNFE - 9N NEB KA
BFRELZEEEXER £ FxER
SEXHER -

HPIREE  KIER B RN EBEE
RBHEHOMERARE NN LR ERENR
SIEHER  AEEKEETFFHEE
B MEARRZE—MRENES

REAANRUBEERARESTERAERY
AR B8 /0 A S 5 7P B A T A2 /9 B KR
R AMNTENSREEBRLRTHBE
NOEBETRUSRHBNHE -

B
EER

R R
20159 A21H



The Company was established in 1978 and was the first state-
owned industrial and trading enterprise in the PRC. The Company
is a subsidiary controlled by SINOMACH. The Company was listed
on the Main Board of the Stock Exchange on December 21, 2012.
As at June 30, 2015, the Company had a total of 908,270,000 H
Shares and 3,217,430,000 non-tradable Domestic Shares issued.
The Company has a primary focus on EPC projects and particular
expertise in the power sector, capable of providing one-stop
customized and integrated engineering contracting solutions and
services. The Company also conducts the Trading Business and
Other Businesses.

Prospects for Enterprise Development: Becoming the world’s
leading international engineering contractor and service provider
and transforming itself into a first class conglomerate in the world
through cutting-edge innovation and value creation.

Competitive Strengths: Brand reputation, operational model,
business network, professional team, business operation, financial
planning.

International Engineering Contracting Business: With over 30
years of experience in the International Engineering Contracting
Business, the Company is able to provide project owners with
one-stop customized and integrated turnkey solutions and services
to manage and implement engineering contracting projects,
especially in developing countries, and also undertake engineering
contracting projects in more than 48 countries, primarily in Asia,
Africa, Europe and South America. Power, transportation and
telecommunications sectors are the Company’s Core Sectors. The
Company is also engaged in the non-Core Sectors, such as water
supply and treatment projects, building and construction projects,
manufacturing and processing plant projects and mining and
resources exploitation projects.

Trading Business: The Company conducts the Trading Business
through its sales and marketing network which covers over
150 countries and regions. The sales and marketing network is
established through years of international engineering contracting
and trading experiences and business transactions involving export
and import of products and services to and from these countries
and regions.

Other Businesses: To a lesser extent, the Company is involved
in the Other Businesses that provide logistics services, exhibition
services, tendering agency services and other services (including
designed services and export-import agency services).
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Company Profile
NG WD

Corporate Structure: As at June 30, 2015, the Company’s ERE D N2015F6H30H © A A FB
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Unaudited Interim Results

The Board hereby announces the unaudited operating results
of the Group for the Period, together with the operating results
for the Corresponding Period in 2014 for comparison. For the
Period, the consolidated revenue of the Group amounted to
RMB8,237.3 million, representing a decrease of 25.7% over the
Corresponding Period in 2014; profit from operations amounted
to RMB751.5 million, representing a decrease of approximately
28.1% over the Corresponding Period in 2014; profit attributable
to the Shareholders amounted to RMB819.8 million, representing
a decrease of 24.6% over the Corresponding Period in 2014; net
cash generated from operating activities amounted to approximately
RMB2,140.9 million while net cash used in operating activities was
RMB(559.1) million in the Corresponding Period in 2014.
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Key Operating and Financial Data

EERERMBRE

1. Revenue

WA
Unit: RMB million
Bfi ARBEET
11,089.9
8,237.3
1H2014 1H2015
20144 344 2015F L¥F

3. Basic Earnings per Share

BREAREF
Unit: RMB
B AR
0.26
1H2014 1H2015
20144F _£¥4 2015F L ¥

5. Newly Effective Contract Value for the
International Engineering Contracting
Business
BMIBREBEBRNHERERESHE
Unit: US$ million
B BEET

737.0

197.2

1H2014
20144 344

1H2015
20155 E¥ &
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Gross Profit and Gross Profit Margins
ERRERR

Unit: RMB million

ARBBEET

B

Il Gross profit
EF

A Gross profit margin
EME

19.2%

1H2014
20144F L4

1H2015
20155 L5
Backlog for the International Engineering
Contracting Business
BMIBREEBRRATHERE
Unit: US$ million
B BEET

8,008.2

As at December 31, 2014
20145128318

6.

As at June 30, 2015
20156 A30H

Signed Contracts Pending to be Effective
for the International Engineering
Contracting Business
BERIBAEBEBNEENFERER

As at June 30, 2015

7201556 H30H

Unit: US$ million

Bf - BEET

3,743.3
Il Power sector
BNRERITE
Total 45t | Transportation sector
12.425.0 RBBRITE
100.0 I Telecommunications sector
EFBATE
1,054.0

Il Non-Core sectors

R



Financial Highlights

MBERE

For the six months ended June 30

B Z6H308 LA EA
2015 2014
2015% 20144
RMB’000 RMB’000
AR¥FT AR FIT
Revenue N 8,237,307 11,089,918
Gross profit ESl 1,349,599 2,125,627
Other revenue and HEMURA R EA
other income/(expenses), net WA/ (FX) #5858 39,581 (189,890)
Operating expenses EHE (637,728) (890,587)
Profit from operations 48 2555 R 751,452 1,045,150
Profit before taxation MR EL BT 8 A 1,093,634 1,484,923
Income tax FriSH (274,112) (398,686)
Profit for the Period 7 HA 8 P ) 819,522 1,086,237
Total other comprehensive income Hibsz B ssa%a 2,092 (10,374)
Total comprehensive income for the Period ZNHRRI R4 A Uzs 48 %8 821,614 1,075,863
Profit attributable to: mARBER
— Shareholders of the Company — AR EMEE 819,771 1,087,626
— Non-controlling interests — eI (249) (1,389)
Total comprehensive income meEWERBEEREN
attributable to:
— Shareholders of the Company . WA 23 822,361 1,077,132
— Non-controlling interests — eI i (747) (1,269)
Basic and diluted earnings per share S EAR N E#SE AT
(expressed in RMB per share) (LNEBRAR®ETTEHE) 0.20 0.26
Total non-current assets EREEELRRE 5,869,960 5,816,327
Total current assets MENE EMETE 32,084,714 27,743,508
Total assets BEMRE 37,954,674 33,559,835
Total non-current liabilities EmEBERTE 756,701 427,701
Total current liabilities UE=REE 24,145,076 21,082,361
Total liabilities BEBRE 24,901,777 21,510,062
Equity attributable to Shareholders of NARPEHRE( S
the Company 13,019,088 12,032,874
Non-controlling interests JEFERE = 33,809 16,899
Total equity iR 13,052,897 12,049,773
Total equity and liabilities Ean kB ERE 37,954,674 33,559,835

Note:

The financial information of the Group for the six months ended June 30,

2014 and 2015 are set forth on pages 81 to 144, and is presented on the

basis set out in note 2.1 to the unaudited interim financial report.

Hiat

REEE £20145F &20155F6 A30H 1/}l A
WM IBER BN EBIBE1448  AKER
HEBT ISR A2 A PR B EEM 25 o
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INDUSTRY OVERVIEW

Under persisting downside pressure, the overall domestic and
overseas environment was complex in the first half of 2015.
From an international perspective, the global economic growth
for the first half of the year was lower than expected. The
still-slow recovery at the moment, significant differentiation,
increasing geopolitical conflicts during the first half of the year
as well as relatively deep drop in prices of large commodities
all added to the instability and uncertainty of the global
economic recovery. Domestically, China is currently at the key
stage of a structural adjustment of economy and change of
growth model. The impact of the structural adjustment is still
being felt and there is mounting pressure to shift to a higher
gear. Besides, the transformation from old to new momentum
is still on the way and the new momentum is yet to offset the
impact of the declining traditional momentum; as a result,
the downside pressure on domestic economic growth still
cannot be overlooked. Based on comparable prices, the
gross domestic product in China in the first half of 2015 was
RMB29,700 billion, representing a 7.0% year-on-year increase
based on comparable pricing. The growth rate continued to
decrease as compared with the same period in 2014.

A. International Engineering Contracting Business

In the first half of this year, the international engineering
contracting business in China achieved a turnover of
US$67.54 billion, with a 9.7% year-on-year increase.
The value of newly-signed contracts reached US$86.67
billion, representing a 6.9% year-on-year increase. Newly-
signed projects of over US$50.00 million amounted to
313 (increased by 11 as compared with 302 in the same
period last year), and has a total value of US$69.69
billion, accounting for 80.4% of the total value of newly-
signed contracts. Among which, 187 projects have a
project amount of up to a hundred million US dollars,
representing an increase of 19 as compared with the
same period last year. Along the route of “One Belt
and One Road”, China has undertaken 1,401 overseas
contracting projects in approximately 60 countries, with

China Machinery Engineering Corporation
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Management Discussion and Analysis

newly-signed contracts amounting to US$37.55 billion,
representing 43.3% of the value of China’s newly-signed
contracts for overseas contracting projects during that
period and a 16.7% year-on-year increase. A turnover
of US$29.7 billion was achieved, accounting for 44% of
the total amount for the same period and representing a
5.4% year-on-year increase.’

In terms of geographical segment, notwithstanding their
larger economic base value, the growth rate of the
European and American markets continued to decrease
under the influence of macroeconomic factors. In contrast,
emerging countries such as Africa, Asia and South
America displayed huge economic growth potential and
maintained continuous and stable growth. Asia Pacific
has now become the largest infrastructure construction
market in the world and continued to maintain high-speed
growth. Latina America has become the global hot spot,
while Africa has also been widely considered as one of
the most promising markets in the world.

In terms of industry, the power market is still of higher
demand and continues to record growth. Owing to the
urgent need to fill the huge gap in electricity supply
in developing countries, investment opportunities
in the infrastructure field of developing countries are
mainly power-driven, while the market opportunities in
developed countries mainly relate to the adjustment of
energy structure. In terms of business model, the market
prospect for investment projects such as concession
is generally bright. Due to the relatively early start of
development, the policy and legal environment of regions
such as Southeast Asia, Latin America and Central
and Eastern Europe are more established and mature
than underdeveloped regions, and the development of
concession-type business such as BOT (build-operate-
transfer) will be faster.

Source: regular press conference of MOFCOM (July 21, 2015)
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Trading Business

In the first half of this year, the total amount of import and
export in China was RMB11,500 billion, a decrease by
6.9% year-on-year, of which the total export amounted
to RMB6,570 billion, representing a 0.9% year-on-year
increase. The total import amounted to RMB4,960 billion,
a drop of 156.5% year-on-year. The export and import
amounts offset each other and realized a trade surplus
of RMB1,610 billion.?

In summary, overseas trading has shown improvement in
both quality and efficiency in the first half of 2015. General
progress was made amidst stability while development
has entered into a new normal state. The trading industry
exhibited the following characteristics: the structure of
trading method was constantly optimizing and the general
trading export recorded a significant growth; diversification
of trading partners achieved obvious results, which was
beneficial to export growth of emerging markets and
some of the countries along the “One Belt and One
Road” route; the endogenous momentum of overseas
trading was getting stronger while the participation of
private enterprises significantly increased; the structure of
export products continued to optimize and the export of
electromechanical products and traditional labor-intensive
products increased while some high-end products
recorded higher export growth; along with the improvement
of efficiency of overseas trading, the conditions of the
trading prices also improved significantly while the import
volume of some bulk commodities increased with decline
in prices.

Management Discussion and Analysis
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of the condition of export and import in the first half of the year (July
13, 2015)
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BUSINESS OVERVIEW

In the first half of 2015, the overall business of the Company
maintained a stable development, and each business was
operating as scheduled. For the Period, revenue from the
International Engineering Contracting Business accounted for
64.2% of the Group’s total revenue whereas the gross profit
accounted for 77.6% of the Group’s total gross profit; revenue
from the Trading Business accounted for 30.2% of the Group’s
total revenue whereas the gross profit accounted for 12.5% of
the Group’s total gross profit; revenue from Other Businesses
accounted for 5.6% of the Group’s total revenue whereas the
gross profit accounted for 9.9% of the Group’s total gross profit.
Each business sector continued to generate a good synergy,
which established a solid foundation for achieving the overall
business goal of the Group for the whole year.

A. International Engineering Contracting Business

We are a leading international engineering contracting
and services provider with a primary focus on EPC
projects and with particular expertise in the power sector.
The International Engineering Contracting Business is
one of the traditional core businesses of the Group,
representing 64.2% of the Group’s total revenue for
the Period. In particular, revenue from the power sector
accounted for 62.4% of the total revenue of the Group’s
International Engineering Contracting Business, whereas
the gross profit of the power sector accounted for 77.9%
of the total gross profit of the International Engineering
Contracting Business. Gross profit margin of the power
sector maintained at an industry-leading level of 24.7%.
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Details of the International Engineering Contracting Business for TR} ABE R TR
the Period, compared with those for the Corresponding Period TEEENS - LAKR2014F RIEAR L&
in 2014, are set out in the table below: HT
Six months Six months
ended June % of  ended June Increase/
30, 2015 Total 30, 2014 (decrease)
BZ Bz
2015% 20145
6A30R 1t 6A308 1t #m,/
~MEA %% ~EA (R2)
RMB million RMB million
ARKEET NREEET
Revenue Power WA EmED 3,301.7 62.4 7,141.7 -53.8%
Transportation RpEH 1,257.0 23.8 448.7 180.1%
Telecommunications ERR 165.9 3.1 55.6 198.4%
Non-Core Sectors FROTE 564.2 10.7 782.7 -27.9%
Total =H) 5,288.8 100 8,428.7 -37.3%
Gross profit ~ Power EF ENER 816.1 779 1,762.1 -53.7%
Transportation LRER 148.4 14.2 30.1 393.0%
Telecommunications EFEA 125 1.2 4.4 184.1%
Non-Core Sectors FBLTE 70.9 6.7 68.9 2.9%
Total CH 1,047.9 100 1,865.5 -43.8%

China Machinery Engineering Corporation
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Six months Six months
ended June % of ended June Increase/
30, 2015 Total 30, 2014 (decrease)

gz HZE

20155 20144
64308 L 64308 i/
~EA EEBEE% ~E A OR)

US$ million US$ million

BEER FEZET
Newly Power FEX BHEER 724.3 98.3 168 4,211.3%
effective Transportation EELE TEEH 12.7 1.7 40.0 -68.3%
contract value Telecommunications gkl - - - -
Non-Core Sectors FTE - - 140.4 -100.0%
Total &3 737.0 100 197.2 273.7%

As at As at
June % of December Increase/
30, 2015 Total 31,2014 (decrease)
20156 20144 i/
6A30R E8E%  12A831E (R)

USS$ million US$ million

BEER BEZET
Backlog Power REH SR 4,277.1 53.4 4,091.1 4.5%
Transportation CEE NEEH 2,437.4 30.4 2,619.6 -7.0%
Telecommunications BFEA 365.4 4.6 392.2 -6.8%
Non-Core Sectors FTE 928.3 11.6 1,019.7 -9.0%
Total &3 8,008.2 100 8,122.6 -1.4%
Signed Power BEX EWED 7,521.7 60.6 7,695.4 -2.2%
contracts  Transportation B BEEH 1,054.0 8.5 1,054.0 -
pending to  Telecommunications =G| Rl 100.0 0.8 100.0 -
be effective  Non-Core Sectors FEZLTE 3,743.3 30.1 4,008.9 -6.6%
Total ait 12,425.0 100 12,858.3 -3.4%
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As at June 30, 2015, the Group had undertaken
engineering contracting projects in more than 48 countries

over the world, primarily in Asia, Africa, Europe and South
America. The following map indicates the locations of our
engineering contracting projects from January 1, 2009 to
June 30, 2015:

-~ -

Trlmdad and Tobago

China Machinery Engineering Corporation
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The following table sets forth a breakdown of the revenue TRETAREERAEFE 2014
from the Group’s international engineering contracting F R HA 1230 1= 81 5 1Y B B A2 &
projects by geographic locations for the Period, compared BIEE W AR -

with those for the Corresponding Period in 2014:

Six months ended June 30,

EZ6HA30HLAEA
2015 2014
20154 20144
RMB million % of Total RMB million % of Total

ARBEET HHEES AREEET HHEES

Asia M 1,173.9 22.2 4,443.5 52.7
Africa FEM 1,346.8 25.5 1,741.0 20.7
Europe M 307.0 5.8 1,413.5 16.8
South America e 2,390.2 45.2 830.7 9.8
North America JEEM 70.9 1.3 - -
Total & 5,288.8 100 8,428.7 100
1. Satisfactory Project Performance 1. BHBRRIF
In the first half of 2015, although each result index of 2015 F+ 4 - BIF TI2AE
the International Engineering Contracting Business XBHAZTBEEERZRLL
dropped as compared with the Corresponding Period 2014F R HEAB AT NI - B
in 2014, the overall business development was stable EEGREBERTIEBRR
and orderly with each engineering project implemented EEITREE BRI &
in a steady and healthy manner and each kind of risk HE [ P AB RS AT o HEHNEDIR
under control in general. From the perspective of BRE - RADAEERIAT
the external environment, the Company is still facing PREL : — =8 B2 BB K
the following challenges: first, the current global EERNAERAR R - 4288
economy is still in deep adjustment, under which B8z ﬁaﬂiTTEﬁ AT S
the overall recovery is weak, the demand is sluggish MTHEAE — 2B ATBERNE
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and the prospect remains uncertain; second, the
competition of the engineering contracting business in
the international market intensified and the complexity
and difficulty of project implementation increased as
a result of the current surplus of domestic capacity;
third, overseas projects pose serious security threats.
Specifically, some countries experienced a sharp
increase of political risk and ethnic conflicts as well
as the frequent occurrence of terrorist activities and
local attacks in countries such as Irag and Turkey, all
of which greatly increased the uncertainty for project
implementation in those countries.

Under such situation, the Company has introduced a
series of measures to stabilize growth and promote
development. In terms of project performance, the
Company will strengthen project implementation,
revise and improve several aspects of the regulations
and systems, and standardize the supervision of
key projects, in order to get a strict control on each
aspect and process of project implementation and to
ensure a timely completion of projects with premium
quality.

This year, the Company has a number of significant
projects that obtained good progress. In January, the
emergency power supply project in Zulia, Venezuela,
has obtained the final handover certificates of
two power plant projects in progress, namely
GUAICAIPURO (2X30MW) and SANLORENZO
(1XB0MW) power projects, from the project owners.
For the same project, the Company has also
obtained the provisional acceptance certificates of
54 diesel plants out of 58 diesel plants and the final
handover certificates of 50 diesel plants. In the same
month, the last NDJ substation and the 90kV power
transmission lines connected with the substation
under the 90kV ring network and middle to low
pressure distribution network project in N’Djamena,
Chad, have successfully came into operation. In
March 2015, at the handover ceremony of the
medical equipment supply project in Zimbabwe,
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Mr. Mugabe, the Zimbabwe president, attended the
ceremony in person and expressed his gratitude for
the Company’s assistance in purchasing advanced
medical equipment, which will effectively enhance
the current medical level of Zimbabwe. In June 2015,
the project of upgrading to bitumen standard of main
road 67 in Namibia undertaken by the Company
has received an engineering acceptance certificate
jointly signed by the Highway Department of Namibia
and the consulting engineer, symbolizing a smooth
transfer of the project and the project entered into
a one-year warranty period. Such project was the
first project of the Company in Namibia, of which
the actual completion took place 99 days ahead
of the contract schedule. The local government of
Namibia and the project consultant engineers gave
high evaluation on the quality of the construction,
and fully affirmed and praised the project outcomes
on different occasions. In July 2015, when the
Mongolian prime minister Mr. Saikhanbileg and his
delegation visited the central heating station in
Amgalan city, which was constructed by the Group,
they gave full recognition to the achievement of
the project construction. In addition, during the
same month, when Ms. Shen Yueyue, the Vice
Chairwoman of the National People’s Congress
Standing Committee, visited and inspected the
construction site of the housing project phase Il -
development of 1,500 housing units in Maldives,
she showered heaps of praise on the project quality
and speed of its implementation and encouraged
CMEC to continue to contribute in boosting the ties
between China and Maldives.

While exercising strict control over several aspects,
such as cost, quality, construction period and safety
of projects, the Company also pays close attention
to the training of relevant staff of project owners
and actively performs its social responsibility so as
to create top quality engineering projects with all
efforts. In March 2015, the Company held trainings in
China for 48 operational and maintenance personnel
of the project owner in respect of the project of No.
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6 600MW steam turbine power unit of the central
power plant in Venezuela. The training included
several important courses on basic plant knowledge
training, simulation training and plant operation and
intensive repairment training. In June, the Company
also held a graduation ceremony for these trainings,
which have great significance for the smooth
implementation and the subsequent maintenance
of the project.

Resolution to Progress and Explore Markets

The Company designed elaborate plan of
market development and dedicated its efforts
on implementing mature projects. It also actively
responded to the significant strategic plans of
China, such as “One Belt and One Road” and
“interconnecting with neighboring countries”, and
further promoted localization and regionalization
which delivered a series of results. As of June
30, 2015, the value of the Group’s newly effective
contracts was US$737.0 million, representing an
increase of 273.7% as compared with that of the
Corresponding Period in 2014, of which the power
sector accounted for 98.3%.

In particular, the KOSTOLAC-B power plant project
(Phase 1) in Serbia became effective on May 25,
2015. Since its signing, the project has received
a high regard from the governments and state
leaders of the two countries. Its scope of works
includes the construction of a 350MW supercritical
coal-fired generation unit (B3) and expansion of
open pit mining capacity. The construction period
for B3 part is approximately 58 months while the
construction period for expansion of mining capacity
is approximately 47 months, with a project contract
value of US$715.6 million in aggregate. Such project
is the Company’s power plant project that adopted
European Union emission standard for construction.
After the completion of the project, the local tension
associated with power shortage will be relieved to a
large extent.
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For market development, in the first half of this
year, the Company has signed certain projects that
showed outstanding performance. In January, the
Company has signed the 225kV loop around Bamako
in Mali (Phase ) with the Ministry of Energy and
Water of Mali, the contract value of which amounted
to US$107 million. In May 2015, the Company has
signed the Kohing-Naphia transmission line project
and Namxam HPP-Houamuang transmission line
project with Electricite Du Laos, the contract values
of which amounted to approximately US$338 million
and US$146 million, respectively.

Belarus transmission line support project signed in
June 2015 is the first foreign-aid EPC project won
by the Company through tender in that country, and
therefore the successful signing signifies a milestone
of the Company. TENAGA 49.5MW wind power
project in Pakistan signed in July, which has already
received the NTC (notice to commence) issued by
the project owner, is the Company’s first overseas
EPC wind power project. General Electric Company
(USA) (“General Electric”) supplies the wind turbine
generator for the said project, which has significant
bearing on the Company’s business development in
the new energy field.

In April this year, under the joint witness of Mr. Xi
Jinping, the President of China, and Mr. Sharif, the
Prime Minister of Pakistan, the Company signed
a memorandum of agreement in respect of the
facilitation of 330MW local coal-fired power project
in Pind Dadan Khan, Salt Range Punjab, Pakistan to
further promote the Company’s buildup of utilizing
local coal power station projects in Punjab Province
and provide stronger support for subsequent
development. In May 2015, the Company signed
a memorandum of understanding with the Tourism
Department of Maldives in respect of the Fahala
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resort project. Furthermore, the Company continued
to deepen cooperation with important strategic
partners. In January this year, the Company and
General Electric entered into a “Memorandum of
Understanding in respect of Strategic Cooperation
in Africa”.

As at June 30, 2015, the value of the signed
contracts pending to be effective of the Group
amounted to US$12,425.0 million, of which the
power sector accounted for approximately 60.6%.

For the regionalized and localized construction,
the Company enhanced its efforts in establishing
overseas entities and established CMEC Lanka
(Private) Limited, CMEC Middle East Fze and
several overseas branches and representative
offices. Moreover, the Company further enlarged
the proportion of engineering subcontracting and
purchase from project locations and increased
the extent of local employment as well as actively
exploring new mechanisms for the establishment of
an overseas staff system and heightening the effort
of local subcontracting.

B. Trading Business B.

In the first half of this year, the Company’s overall
operation of the Trading Business achieved progress
amidst stability and the business structure has been
adjusted to an optimal level. Core products, branding
and market system were essentially established and the
advantages of regionalized integration through segment
reorganization have begun to take shape.
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Management Discussion and Analysis

Details of the Trading Business for the Period, compared
with those for the Corresponding Period in 2014, are set
out in the table below:

BEERWR DT

TREVNEEAPEE 5 EGF
15ERI2014F RN BRE T ¢

Six months Six months
ended June % of  ended June Increase/
30, 2015 Total 30, 2014 (decrease)
Bz =
20156 2014%
64308 L 64308 - s,/
~MEA {55 % ~EA (R2)
RMB million RMB million
ARKBET ANEEFET
Revenue International trade KA BIRZE 5 1,661.9 66.7 17915 -7.2%
Domestic trade NES 829.1 33.3 441 1 88.0%
Total &3 2,491.0 100 2,232.6 80.7%
Gross profit  International trade EF BIRE 5 113.3 67.3 108.2 4.7%
Domestic trade NE5 55.0 32.7 26.2 11.6%
Total & 168.3 100 134.4 25.2%

In the first half of this year, the brake rotor body invented
independently by the reorganized China Machinery
Ltd.
Industrial”) and its casting device have gained three
“Certificates of Utility Model Patent” issued by the State
Intellectual Property Office, which symbolizes a new

Industrial Products Co., (“China Machinery

progress for technological advancement of the Company
towards high-end forging and casting goods. China
Machinery Industrial began to consolidate its position
in terms of high-tech and high value-added forging
and casting goods, and further extended its product
range from forging and casting goods for traditional
mining machinery and engineering machinery classes to
forging and casting goods for plant equipment and high-
speed rail equipment classes. In March this year, China
Machinery Industrial entered into a “Long-term Strategic

SEL¥F BHREBNTEREE
HENEERETAR ([HR
HERE) BUMENH BB
BERHBSEEEESERNY
EEREEN=B(ERAFLHR
MEE) WEFHEZQAL
= i 88 SR E R B0 BRI A B B ER
BTHER - PREGBREMS
Rl - S INE S BRI E R
EH—F2i TR ERNTEL
e - TREEWEBERGER -
HE—HRBIHRE  SREEE
EEBRGEREM - RFRERE
2iEE NS £33 H i R50098
rE-FEARBRERER (X
#]) FET(ARRKEERS
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Purchase Agreement” with Joy Global Inc. (“JOY”), one
of the world’s top 500 enterprises, becoming a long-
term strategic partner of JOY and its largest supplier
of machinery component in the world. China Machinery
Industrial is gradually transforming from a traditional
trader to a supplier of professional value-added services.

The eastern China business department of the Company
(“Eastern China Business Department”) set up a
trading platform company in Wuxi through stock holdings,
which attracts a number of import and export businesses
to be carried out through this platform, which expanded
the import and export businesses of that company.

Furthermore, the Company launched researches regarding
a cross-border e-commerce business, which aimed to
combine the advantages of CMEC’s overseas channels
under the new trend of integrating “Internet+” and
traditional industries so as to leverage the optimization
and integrated effect of the Internet and to explore
the transformation, innovation and upgrade of CMEC’s
traditional trading business.

Other Businesses

In addition to the Group’s International Engineering
Contracting Business and Trading Business, the Group
also operates the Other Businesses, including the
provision of design services, logistics services, exhibitions
services, tendering agency services and other services
(including the export-import agency services), and
conducting strategic equity investment. For the Period,
the revenue and gross profit from the Other Businesses
amounted to RMB457.5 million and RMB133.4 million,
respectively.
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Details of the Group’s Other Businesses for the Period,

compared with those for the Corresponding Period in

BEERWR DT

TR AEERNARNAREME
B 1BER 20144 R B A LL B ER

2014, are set out in the table below: ¥
Six months Six months
ended June % of  ended June Increase/
30, 2015 total 30, 2014 (decrease)
Bz =
20155 20144
643081 67308 1 s/
~EA EBE% ~EA (R2)
RMB million RMB million
ARKBET ANEEFET
Revenue Logistics services KA i IR 129.2 28.2 142.4 -9.3%
Design services Ret R 207.3 453 197.3 5.1%
Exhibition services RERHK 61.1 13.4 59.8 2.2%
Tendering agency BERERS
services 3.8 0.8 5.9 -35.6%
Export-import ENORERS
agency services 5.9 1.3 4.4 34.1%
Other Hith 50.2 11.0 18.8 167.0%
Total B 4575 100 4286 8.7%
Gross profit  Total V| i 133.4 100 125.7 6.1%
IIl. HUMAN RESOURCES . ADEIR

As at June 30, 2015, the Group had approximately 2,879

(December 31, 2014: 2,892)

employees.

Employees’

remuneration comprises basic salary and performance

salary. The performance salary is determined according to the

assessment of the performance of all staff. The Company does

not adopt any pre- or post-IPO share award scheme or share

option scheme.

The Company provides systematic and effective training for

the employees. The Company also provides sustainable and

specific educational training for the senior management,

middle management as well as technical and operational staff

with a view to improving the quality and ability of the staff at

different levels.

R2015F6A30H - AEBEREE L
492,879 A (2014128318 : 2,892
AN) e BIHFMBREARE & REBH
o BRHEHIBREEZEEINRERR
FIHEE o AR EERNEME IR
NEBER B RS LB B ER
ERTE -

ARBIBBTRHEE RZR LA RANE
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IV. FINANCIAL POSITION AND OPERATING IV. BBERRAREEHEE

RESULTS

VAT &1 o B £ 7N 6 8] &9 R A8 R 5T R 8
MHE - BERATHREME B
BB R B R B b T A — DB AE

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

Overview

For the Period, each of the major financial data of the
Group presented certain level of downward trend, while
the gross profit margin was still maintained at a relatively
high level.

Revenue

The Group generated its revenue from its International
Engineering Contracting Business, Trading Business and
Other Businesses.

During the Period, the Group’s revenue amounted to
approximately RMB8,237.3 million, representing a
decrease of 25.7% as compared with the Group’s revenue
of RMB11,089.9 million for the Corresponding Period in

BmE

RAHE > AEEEREEMH
BIEER-ERENTEES
BEFNEDRFBBRKF ©

L ON

AEEOBAREBRTREAR
X% BEHEBREMES -

RAERE  ZEBHWAL A A
R#82373B BT AL
R2014F RHEMRABARE

e —

11,089.98 & 7T ' WA25.7% ©

2014.

28 China Machinery Engineering Corporation
FEIRMRE IRRAERAT



Management Discussion and Analysis
EEENWR DN

The following table sets out, for the periods indicated, the
amount and percentage of the Group’s total revenue by
each of the Group’s three business segments:

TERIRARAEASE = E
EBoas ANRAZERER
SEBEANAEDL

Six months ended June 30,

BZE6H30R ILLAfE A
2015 2014
20155 20144
RMB million % of Total RMB million % of Total
AR¥EET HBEN% AREEET AABE %
International Engineering EE IR
Contracting Business AEEX
Power B R 3,301.7 40.1 7,141.7 64.4
Transportation RiBiEH 1,257.0 15.3 448.7 4.0
Telecommunications BB 165.9 2.0 55.6 0.5
Non-Core Sectors JERZNTE 564.2 6.8 782.7 7.1
Trading Business EEES S
International trade RED 1,661.9 20.2 1,791.5 16.1
Domestic trade NE 5 829.1 10.0 4411 4.0
Other Businesses Hibh ik 457.5 5.6 428.6 3.9
Total et 8,237.3 100 11,089.9 100
1) EBEBRIERRSER

1) International Engineering Contracting

Business

For the Period, the Group’s revenue generated from

the International Engineering Contracting Business

amounted to RMB5,288.8 million, which accounted

for 64.2% of the Group’s total revenue for the Period,

representing a decrease of 37.3% as compared

with approximately RMB8,428.7 million for the

Corresponding Period in 2014, primarily due to the

decrease in revenue from the power sector.

AR - AN & E A E
IRABEBBRARAR
#5,288.88 B L ' 1R A
B AN & B 42 U0 A64.2%
M E2014F B B4 A R ¥
8,428.7A & LM 37.3%
FTEARBNERITERA
T o

Interim Report 2015
ZE-AFHPHRE

29



30

Management Discussion and Analysis
EEENWR DM

For the Period, revenue from the power sector amounted
to RMBS,301.7 million, representing a decrease of
58.8% as compared with RMB7,141.7 million for the
Corresponding Period in 2014, primarily due to the
significant progress of the power station projects in
Asia in the Corresponding Period of last year, which
generated higher revenue as compared with the first
half of 2015.

For the Period, revenue from the transportation sector
amounted to RMB1,257.0 million, representing an
increase of 180.1% as compared with RMB448.7
million for the Corresponding Period in 2014, primarily
attributable to the commencement of the construction
of the railway reconstruction project in South America
in the second half of 2014, which generated more
revenue as compared with the first half of 2014.

For the Period, revenue from the telecommunications
sector amounted to RMB165.9 million, representing an
increase of 198.4% as compared with RMB55.6 million
for the Corresponding Period in 2014, mainly due to the
greater progress achieved by the telecommunications
projects in Asia in the first half of 2015, which generated
more revenue as compared with the first half of 2014.

For the Period, revenue from the non-Core Sectors
amounted to RMB564.2 million, representing a
decrease of 27.9% as compared with RMB782.7
million for the Corresponding Period in 2014, primarily
because the medical and educational projects in
Africa, which had a significant progress during the
first half of 2014, were basically completed in 2015.
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Trading Business

For the Period, the Group’s revenue generated from
the Trading Business reached RMB2,491.0 million,
which accounted for 30.2% of the Group’s total
revenue for the Period, representing an increase of
11.6% as compared with RMB2,232.6 million for the
Corresponding Period in 2014, which was attributable
to the increase in revenue from domestic trade.

For the Period, revenue from the international trade
amounted to RMB1,661.9 million, representing a
decrease of 7.2% as compared with RMB1,791.5
million for the Corresponding Period in 2014.

For the Period, revenue from domestic trade
amounted to RMB829.1 million, representing an
increase of 88.0% as compared with RMB441.1
million for the Corresponding Period in 2014, mainly
as a result of an increase in the trading volume of
metallic products.

Other Businesses

For the Period, the Group’s revenue generated
from the Other Businesses amounted to RMB457.5
million, which accounted for 5.6% of the Group’s total
revenue for the Period, representing an increase of
6.7% as compared with RMB428.6 million for the
Corresponding Period in 2014.

Cost of Sales

For the Period, the Group’s cost of sales decreased by
23.2% to RMB6,887.7 million from RMB8,964.3 million
for the Corresponding Period in 2014.

3.

2)

3)

BRE%
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4. Gross Profit and Gross Profit Margin 4. EFRERE
1) Gross Profit 1) EF

During the Period, the Group’s gross profit amounted to RAEHE - REBERN A
RMB1,349.6 milion, representing a decrease of 36.5% as AR #A13406FH B L &
compared with RMB2,125.6 million for the Corresponding 2014 R Ef A R #£2,125.6
Period in 2014, BEIITTFE36.5% °

Gross profit of the Group for the Period consists of RAHME  NEEEFBK
the following: BERET

Six months ended June 30,
BZ6H30HLRMEA
2015 2014
20155 20144
RMB million % of Total  RMB million % of Total
AREEET HEH% AREBET ABEEH %

International Engineering BRI

Contracting Business EBEL

Power TR 816.1 60.5 1,762.1 82.9
Transportation LIBIE 148.4 11.0 30.1 1.4
Telecommunications BFEA 12.5 0.9 4.4 0.2
Non-Core Sectors IFROITE 70.9 5.2 68.9 3.2
Trading Business BEREK

International trade BRE 5 113.3 8.4 108.2 5.1
Domestic trade NE S 55.0 4.1 26.2 1.2
Other Businesses Hith % 133.4 9.9 125.7 6.0
Total st 1,349.6 100 2,125.6 100
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International Engineering Contracting
Business

For the Period, the Group’s gross profit from the
International Engineering Contracting Business
amounted to RMB1,047.9 million, which
accounted for 77.6% of the Group’s total gross
profit for the Period, representing a decrease of
43.8% as compared with RMB1,865.5 million
for the Corresponding Period in 2014, primarily
due to the cyclical decrease resulted from the
progress of the projects in the power sector for
the Period.

For the Period, gross profit of the power sector
amounted to RMB816.1 milion, representing
a decrease of 53.7% as compared with RMB1,762.1
million for the Corresponding Period in 2014, primarily
due to the significant progress made by the power
station projects in Asia during the Corresponding
Period of last year, which generated more revenue as
compared with that in the first half of 2015.

For the Period, gross profit of the transportation
sector amounted to RMB148.4 million, representing
an increase of 393.0% as compared with RMB30.1
milion for the Corresponding Period in 2014,
mainly attributable to the commencement of the
construction of the railway reconstruction
projects in South America in the second half
of 2014, which generated more revenue as
compared with that in the first half of 2014.
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RZAEAR - A& EER
TRABEBHER
B ARBE1,047.98 &
R N SE PN S
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BEEWR D

ii)

jii)

For the Period, gross profit of the telecommunications
sector amounted to RMB12.5 million, representing
an increase of 184.1% as compared with RMB4.4
million for the Corresponding Period in 2014,
primarily due to the significant progress of the
telecommunications projects with higher gross
profit margin in Asia in the first half of 2015.

For the Period, gross profit of the non-Core Sectors
amounted to RMB70.9 million, representing an
increase of 2.9% as compared with RMB68.9 million
for the Corresponding Period in 2014, which was at
substantially the same level.

Trading Business

For the Period, the Group’s gross profit from the
Trading Business amounted to RMB168.3 million,
which accounted for 12.5% of the Group’s total
gross profit for the Period, representing an increase
of 25.2% as compared with RMB134.4 million for
the Corresponding Period in 2014, primarily due
to the increase in turnover and gross profit from
domestic trade.

Other Businesses

For the Period, the Group’s gross profit from Other
Businesses amounted to RMB133.4 million, which
accounted for 9.9% of the Group’s total gross
profit for the Period, representing an increase of
6.1% as compared with RMB125.7 million for the
Corresponding Period in 2014.

China Machinery Engineering Corporation
FEIRMRE IRRAERAT

ii)

i)

AR - EF @M
(¥EMABARK125H
& 7T 20144 B 8
AREELAGE TR K
184.1%  EEZHNE
DN ENENE
TIBMIEE 20155 L3
FHERKNER -

RARHAR - FERROITE
EH A ARK7098
& 700 th2014%F [F 8
AR¥68.98 8L E
2.9% @ EAFFE o

RAHRE - AEEE 5
XBEHENAARME
168.3F B L (h A%
B A EE B EF12.5%
K B2014F R B AR
13448 8 T K
252%  FERENE
SEBERENSBR
BE-

A E 7

RARHAR - AEEEM
XBEHENAARME
1834B 8L (h A&
B A 2 2 E F9.9%
K B2014F R B AR
12578 8 T K
6.1% °



2)

Management Discussion and Analysis
EEENWR DN

Gross Profit Margin 2) EFIFE

During the Period, the Group’s gross profit margin RAERRE - REEHEFR X
decreased by 2.8 percentage points to approximately #4916.4% + H2014F R H A
16.4% from 19.2% for the Corresponding Period 19.2% N fE2.8fEH 7 8 - 8
in 2014, but represented a moderate growth as EH2014F 2 F EFEAL
compared with that for 2014. ALK -

Gross profit margins of the Group for the Period are RAEIRE - NREBEFEHE
set out in the following table: BB -

Six months ended June 30,

HZ=6H30H 1L EA
2015 2014
20154 20144
% %
International Engineering B ITRRAEER 19.8 221

Contracting Business

Power B HEER 24.7 24.7
Transportation EIES 11.8 6.7
Telecommunications B@ 7.5 7.9
Non-Core Sectors IERZ T EE 12.6 8.8
Trading Business BREK 6.8 6.0
International trade HRE 5 6.8 6.0
Domestic trade NE 5 6.6 5.9
Other Businesses Hin i 29.2 29.3
Total #et 16.4 19.2
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International Engineering Contracting
Business

For the Period, the Group’s gross profit margin
for the International Engineering Contracting
Business was 19.8%, as compared with
22.1% for the Corresponding Period in 2014,
which was mainly due to the decrease in the
proportion of revenue of engineering contracting
business attributable to the power sector which
traditionally generates a higher gross profit
margin.

For the Period, the gross profit margin of the
power sector was 24.7%, which was at the
same level of 2014.

For the Period, the gross profit margin of the
transportation sector increased to 11.8%,
compared with 6.7% for the Corresponding Period
in 2014, primarily due to the commencement of
the construction of the railway reconstruction
projects in South America with higher gross profit
margin during the second half of 2014.

For the Period, the gross profit margin of the
telecommunications sector was 7.5% while
that for the Corresponding Period in 2014 was
7.9%.

For the Period, the gross profit margin of
the non-Core Sectors increased to 12.6%,
representing an increase of 3.8% as compared
with 8.8% for the Corresponding Period in 2014,
primarily attributable to the commencement of
the construction of a green construction project
in Europe with a higher gross profit margin in the
first half of 2015.
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i)  Trading Business

For the Period, the gross profit margin of the
Group’s Trading Business increased to 6.8%,
compared with approximately 6.0% for the
Corresponding Period in 2014, primarily due to
the increase in the gross profit margins of the
international and domestic trade businesses as
compared with that for the Corresponding Period
in 2014.

iii)  Other Businesses

For the Period, the Group’s gross profit margin
for the Other Businesses was 29.2%, which was
at substantially the same level compared with
approximately 29.3% for the Corresponding Period
in 2014.

Other Revenue

The Group’s other revenue increased by 44.4% to RMB1.3
million for the Period as compared with RMBO0.9 million for
the Corresponding Period in 2014. This increase was mainly
attributable to the increase in government subsidies during the
Period as a result of the adjustment in governmental policies
for different industries.

Other Income/(Expenses), Net

The Group’s other income/(expenses), net amounted
to RMB38.3 million for the Period as compared with
RMB(190.8) million for the Corresponding Period in 2014.
The other income/(expenses), net was mainly attributable to
the gain for the Period arising from a fair value change on
foreign currency forward exchange contracts and interest
rate swap contracts.

BEERWR DT

i) BZEF

RABHE AEEE
SEBHNENEAZE
6.8% ° M20144F [7] A
Bl 4) 56.0% © £ E M
RERR - BMNE 5%
# E A & # E201445
[EIERF FTgan o

i) EmERE

RZEAfE - RE B EAM
EBHEFEH29.2%
20144 & Bf Al &) &
29.3% * EAFFF o

HAbig A

RAEME - NEBHEMKAR
ARM1.3B8E T 20145 [
HARM0.OBETIERA4.4% °
BRI ZHNTRITENK
BB FR#AE - S ANAMMK
SRGENEpIIE

HitpA /(BX%) - B8

RAEARE - REBEREAMDKRA
(M%) ¥ AARKBIBIEE
JL M2014E R BRI B AR
(190.8)E &t - HHlg A /(5
X) FHEEEZHNRELEEES
RRFEEHERARBEZE
EEA MBI M o

Interim Report 2015
ZE-AFHPHRE

37



38

Management Discussion and Analysis
EEENWER N

10.

Selling and Marketing Expenses

The Group’s selling and marketing expenses decreased by
30.4% to RMB401.5 million for the Period as compared
with RMB577.1 million for the Corresponding Period
in 2014. This decrease was mainly attributable to the
decrease in the expenses of wages and benefits.

Administrative Expenses

The Group’s administrative expenses decreased by 5.0%
to RMB239.7 million for the Period as compared with
approximately RMB252.4 million for the Corresponding
Period in 2014. This decrease was mainly attributable to
the decrease in consultancy service fees.

Other Operating Expenses

The Group’s other operating expenses decreased by
105.7% to RMB(3.5) million for the Period as compared
with approximately RMB61.1 million for the Corresponding
Period in 2014. This decrease was mainly because the
receivables of certain bad debt provision have been
received by the Company, thereby leading to the reversal
of the corresponding loss of bad debt.

Profit from Operations

The Group’s profit from operations decreased by 28.1%
to RMB751.5 million for the Period as compared with
RMB1,045.2 million for the Corresponding Period in 2014.
This decrease was mainly attributable to the decrease
in the overall gross profit of the Company to a certain
extent.
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Finance income/finance expenses

The Group’s finance income decreased by 21.1%
to RMB359.1 million for the Period as compared with
RMB455.3 million for the Corresponding Period in 2014.
This decrease was primarily due to the decrease in gains on
foreign currency exchange. The Group’s finance expenses
increased by 11.0% to RMB17.2 million for the Period
as compared with approximately RMB15.5 million for
the Corresponding Period in 2014. This increase was
mainly attributable to the increase in interest expenses on
borrowings. As a result, the Group’s net finance income
decreased by 22.3% to RMB341.9 million for the Period as
compared with the net finance income of RMB439.8 million
for the Corresponding Period in 2014.

Income Tax

The Group’s income tax decreased by 31.3% to
RMB274.1 million for the Period as compared with
RMB398.7 million for the Corresponding Period in 2014,
mainly due to the decrease in profit before tax.

Profit for the Period

As a result of the foregoing, the Group’s net profit
decreased by 24.6% to RMB819.5 million for the
Period as compared with RMB1,086.2 million for the
Corresponding Period in 2014, and its net profit margin
increased by 0.16% to 9.95% for the Period as compared
with 9.79% for the Corresponding Period in 2014.

Profit Attributable to the Shareholders

The profit attributable to the shareholders decreased by
24.6% to RMB819.8 million for the Period as compared
with RMB1,087.6 million for the Corresponding Period
in 2014.
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15.

16.

17.

18.

Profit Attributable to the Holders of Non-
Controlling Interests

The loss attributable to the holders of non-controlling
interests of the Group amounted to RMB0.2 million for
the Period as compared with a loss of RMB1.4 million for
the Corresponding Period in 2014.

Liquidity and Capital Resources

As at June 30, 2015, the Group’s cash and cash
equivalents increased marginally by 3.7% to RMB18,447 .1
million as compared with RMB17,792.5 million as at
December 31, 2014.

As at June 30, 2015, the Group’s borrowings decreased
by approximately 11.4% to RMB501.2 million as compared
with RMB565.5 million as at December 31, 2014. RMB64.6
million (including RMB37.3 million of long-term borrowings
due within one year) was short-term borrowings and the
remaining amount of RMB436.6 million was long-term
pborrowings.

Major Investment

The Group made no major investment during the Period.

Major Acquisitions and Disposals

The Group had no major acquisition and disposal during
the Period.
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19. BIRER

19. Subsequent Events

Investment in the Formation of SINOMACH
Capital Holdings Ltd.

On July 16, 2015, the Company, SINOMACH, certain
SINOMACH’s subsidiaries and CCB (Beijing) Investment
Fund Management Co., Ltd.* (#fz (JtR) EES
EEARETAF) (“CCB Beijing’) entered into the
articles of association of SINOMACH Capital Holdings
Ltd.(“SINOMACH Capital”). Upon the establishment
of SINOMACH Capital, it is owned as to 12.66% by
the Company, 74.68% by SINOMACH and certain
SINOMACH’s subsidiaries and 12.66% by CCB
Beijing. The Company’s investment in the formation of
SINOMACH Capital is in line with the mid-to-long term
development strategy of the Company as it will facilitate
the development of the investment and financing business
of the Company, improve the capital operation and
management efficiency, bring long-term investment
returns to the Company and accumulate investment
management experience for the Company. For details,
please refer to the announcement of the Company
published on the respective websites of the Stock
Exchange and the Company on July 16, 2015.
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2. Acquisition of 100% Equity Interest in China
Jikan Research Institute of Engineering
Investigations and Design Co., Ltd.

On August 18, 2015, the Company and China United
entered into an acquisition agreement, pursuant to
which the Company has agreed to acquire, and
China United has agreed to dispose of, the entire
equity interests in China Jikan Research Institute of
Engineering Investigations and Design Co., Ltd.*(#
T H# e A R A R)) (the “Acquisition”) for
an aggregate consideration of RMB171,352,600.00.
The Acquisition is beneficial to enhancing the
business scale, optimizing the business structure
and strengthening the technological capabilities of
the Company, and leading to the improvement on
the overall competitiveness of the Company for
engineering projects. For details, please refer to the
announcement of the Company published on the
respective websites of the Stock Exchange and the
Company on August 18, 2015.

LIQUIDITY

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

We have historically met our working capital and other liquidity
requirements principally from cash generated from operations
and financed the remainder primarily through bank borrowings
and proceeds from the listing of the H Shares on the Stock
Exchange.
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Management Discussion and Analysis

Cash Flows

The following table sets forth a summary of our cash

flows for the Period, with the comparative figures for the

Corresponding Period in 2014:

BEERWR DT

BERE
TREHHEMRABHNIR SR
=BR - BR22014F R ER R
HF

Six months ended June 30,

HZ6H30B LLAEA
2015 2014
20154 20144

(RMB million)  (RMB million)
(ARBEAER) (ARKFEZT)

Net cash flows from/(used in) ESEEN TS

operating activities (FrA) /IR mEF5 2,140.9 (659.1)
Net cash flows from/(used in) WEEREE

investing activities (FTH) MRESREFE (1,326.1) 1,688.6
Net cash flows (used in) mEEE (FTA) /M

financing activities REREFHE (55.4) (18.2)
Net increase in cash and RekREEBYILINFE

cash equivalents 759.4 1,111.3
Cash and cash equivalents AHE IR e &

at the beginning of the Period REFEY 17,792.5 14,550.2
Effect of foreign exchange [ERE BT L

rate changes (104.8) 24.7
Cash and cash equivalents NEERHRE R

at the end of the Period WEEBY 18,4471 15,686.2

As at June 30, 2015, the Group’s cash and cash equivalents
increased by 3.7% to RMB18,447.1 million as compared
with RMB17,792.5 million as at December 31, 2014. The
main source of the Group’s operating capital is the net cash

flow generated from normal operating activities.
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Cash flows from operating activities

For the Period, we had net cash flows from operating
activities of RMB2,140.9 million. Net cash used in
operating activities was a result of operating profit
before changes in working capital in the amount of
RMB1,093.6 million, a cash inflow due to changes in
working capital of RMB1,526.3 million and income tax
paid in the amount of RMB479.0 million. The changes in
working capital mainly included an increase in receipts in
advance of RMB1,333.3 million, a decrease in receivables
for construction contracts of RMB1,246.7 million and a
decrease in trade and other receivables of RMB343.5
million. Such amount was partially offset by a decrease in
trade and other payables of RMB1,024.8 million.

Cash flows from investing activities

For the Period, our net cash flows used in investing activities
was RMB(1,326.1) million. Our cash outflow for investing
activities mainly consisted of investments in joint venture
and associate of RMB135.5 million and an increase in time
deposits of RMB1,321.8 million.

Cash flows from financing activities

For the Period, our net cash flows used in financing activities
was RMB(55.4) million. Our cash outflow from financing
activities primarily consisted of repayments of borrowings
of RMB176.9 million. Cash inflow primarily consisted of
borrowings raised in the amount of RMB112.6 million.
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Management Discussion and Analysis

Capital expenditures and Capital Commitments

Our capital expenditures consisted primarily of the purchase
of property, plant and equipment, investment properties
and lease prepayments. The Group’s capital expenditures
decreased by 21.3% to RMB92.9 million for the Period as
compared with RMB118.0 million for the Corresponding
Period in 2014, mainly due to the slight decrease of input
in the construction of the Group’s infrastructure projects of
fixed assets as compared with that for the Corresponding
Period of last year.

Our capital commitments mainly include the value of
contracts signed but not yet completed and the value
of contracts not yet signed but the budget of which
has been authorized. On June 30, 2015, the capital
commitments of the Group was RMB1,946.2 million,
representing a decrease of approximately 2.1% as
compared with RMB1,987.60 million in December 31,
2014. It was mainly attributable to certain adjustment to
the budget of the Group’s infrastructure projects of fixed
assets in China.

Working capital

(a) Trade and other receivables
Our trade and other receivables primarily consist of
trade and bill receivables, advances to suppliers,

other receivables related to agency services and
amount due from or advances to fellow subsidiaries.
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BEEWR D

The following table sets forth the turnover days of

TR AHE AR RR]F

the average trade receivables and the turnover days HEGRWFIERTFHES
of the average trade payables of the Company for FERFRIBR RS R E - &
the Period, together with the comparative figures for 2014 F A HAM L BRE T -
the Corresponding Period in 2014:
Six months Six months
ended ended
June 30, 2015 June 30, 2014
BZ2015% B ZE2014%
6H30H 6H30H
WEREA LE7XE A
days days
AE AE
Turnover days of the BHEBTHES
average trade receivables JEWRIE YA §E
for the Trading Business REU(H5E1)
(Note 1) 90 78
Turnover days of the FHE ZENFRIER
average trade payables AR (Hit2)
(Note 2) 308 236
Note 1:  The average trade receivables for the Trading W1 BEXRBVESE
Business are the sum of opening balance and the WERIR T E 5 K5
closing balance of trade receivables for the Trading B 5 BRI A
Business divided by two. The turnover days of R L SR A R A AR AN
the average trade receivables for the Trading BR-GL -HE5X
Business are the average trade receivables for the BYHOE 5 EKFR
Trading Business divided by revenue of the Trading FEERETIEE S
Business and multiplied by 180. EBFHESREEK
HRIAE 5 EBWRA

Note 2:

The average trade payables are the sum of opening

Biat2 -

balance and the closing balance of trade payables

divided by two. The turnover days of the average

trade payables are the average trade payables

divided by cost of sales and multiplied by 180.
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Management Discussion and Analysis

The following table sets forth the aging analysis
of trade and bill receivables (net of allowance of
doubtful debts) based on the invoice date as at June
30, 2015 and December 31, 2014

BEERWR DT

T X & 5 201556 A30H
N2014F12A31H B 5 JE
WosE &R IE (kR
BREE) REE R ENERR
DR

As at As at
June 30, December 31,
2015 2014
M20155 R20144F
6H30H 12H31H

(RMB million)  (RMB million)
(ARBEERT) (ARFEZT)

Within 3 months 31E A AR 946.4 1,938.3
3 to 6 months 3%61EA 578.5 511.7
6 months to 1 year 6lE HZE1F 971.4 554.8
Over 1 year 1F A E 749.6 873.7

3,245.9 3,878.5

The Group’s credit policies with its customers
for the Period remained the same as that for the
Corresponding Period in 2014. We continuously
enhanced our management of trade and bills
receivables to reduce our exposure to doubtful debts.
In addition, we made allowance for doubtful debts
after fully considering the nature of trade and bills
receivables and their collectability. As at June 30, 2015,
allowance for doubtful debts for our trade and bill
receivables amounted to RMB557.2 million, accounting
for 14.7% of our trade and bill receivables, compared
with RMB543.3 million, accounting for 12.3% of our
trade and bill receivables as at December 31, 2014.
The increase in allowance for doubtful debt from 2014
to 2015 was primarily due to the provision we made in
connection with certain trade and bills receivables from
our International Engineering Contracting Business
and Trading Business as a result of evidences of
significant financial difficulties of debtors that came to
our attention.
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(b) Trade and other payables

Our trade and other payables primarily consist of
trade and bills payables, other payables related
to agency services, accrued salaries, wages and
benefits and amounts due to fellow subsidiaries.

The following table sets forth the aging analysis of
our trade and bills payables based on the invoice
date as at June 30, 2015 and December 31, 2014

(b)

BE5RHEMEMNRE

AP E B M H A FE A R IA
IZEREFRNFALE
MERE - RERBAEMAE
fEMNRIE  EitFE - T
BERRENEREZHE AT
R e

TR H2015F6 A30H
201412831 % M &
5 FE RIE K BT BB IR
ZAHRRERDIT

As at As at
June 30, December 31,
2015 2014
20155 20144
6 H30H 12H31H

(RMB million) (RMB million)

(ARMEET) (ANR¥EZET)

Within 3 months 3E AR 2,433.7 3,886.2
3 to 6 months 3Z6{E A 1,211.8 1,323.6
6 months to 1 year 6lEAZE1E 1,916.7 3,168.0
Over 1 year 1 E 5,637.8 4,011.9

11,200.0 12,389.7

The Group’s credit policies with its suppliers for the
Period remained the same as that for 2014.
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VI. INDEBTEDNESS VI, &%
1. Borrowings 1. BE

MN20159F6 A30H K£2014F12 A
318 HMANUFTEARRGMES

Our consolidated borrowings as at June 30, 2015 and
December 31, 2014 for the purpose of calculating the

indebtedness of our Company were as follows: BEMEERT :
As at As at
June 30, December 31,
2015 2014
20155 A20145F
6A30H 12H31H

(RMB million) (RMB million)
(AR%EER) (ARFEET)

Current; e -
Short-term borrowings RHEE
Bank loans RITER
unsecured EIER 7.3 4.3
secured BER 20.0 129.2
Subtotal NeF 27.3 133.5
Add: current portion of mn: REEER
long-term borrowings mENER 37.3 72.2
Subtotal NEE 64.6 205.7
Non-current: FETRED
Long-term borrowings REEE
Bank loans RITER
unsecured EER 107.5 106.0
secured BER 366.4 326.0
Subtotal INEE 473.9 432.0

Less: current portion of

o REEER

long-term borrowings mENEL D 37.3 72.2
Subtotal N 436.6 359.8
Total Met 501.2 565.5
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Our short-term borrowings primarily include credit
borrowings, mortgage borrowings and guarantee
borrowings from commercial banks and other financial
institutions. As at June 30, 2015, our short-term
borrowings (including the current portion of long-term
borrowings) amounted to RMB64.6 million, accounting
for 12.9% of our total borrowings.

Our long-term borrowings primarily included pledge
borrowings from commercial banks and other financial
institutions. These included bank borrowings related to
projects financed by export seller’s credit, with the total
balance of such borrowings (including the current portion)
amounting to approximately RMB473.9 million as at June
30, 2015. As at June 30, 2015, our long-term borrowings
(excluding the current portion) amounted to RMB436.6
million, accounting for 87.1% of our total borrowings. The
decrease in our interest-bearing borrowings to RMB501.2
million as at June 30, 2015 was primarily due to the
repayment of short-term bank borrowings using cash
generated from our business operations with a view to
reducing our finance expenses.

As at June 30, 2015, certain of the Group’s borrowings
were secured by certain of the Group’s buildings with an
aggregate net book value of RMB4,157 thousand and
bank deposits of RMB46,869 thousand.

As at December 31, 2014, certain of the Group’s
borrowings were secured by certain of the Group’s
buildings with an aggregate net book value of RMB4,333
thousand and bank deposits of RMB222,078 thousand.

All borrowings were denominated in RMB and were
subject to interest rates ranging from 0.06% to 6.16%
per annum.
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There had been no material defaults in repayment of our
bank borrowings and breaches of the finance covenants
during the Period.

The maturity profile of our interest-bearing borrowings as at
June 30, 2015 and December 31, 2014 was as follows:

BEERWR DT

KA - RAEEERTER
THEBEENEQBER - TNE
EERBERONIBRN °

= om

H2015E6 4308 k2014512 A
318 BT EEER AWM
-

As at

As at December 31,

June 30, 2015 2014

2015 20144

6H30H 12A31H

(RMB million) (RMB million)

(AR¥EBT) (AEKEBZT)

Within 1 year or on demand 1FANRBRER 64.6 205.7
After 1 year but within 2 years 1FZ26F 329.2 256.2
After 2 years but within 5 years 2FESHF 104.0 100.0
After 5 years 5F A F 3.4 3.6
Total st 501.2 565.5

The Group monitors its capital on the basis of gearing
ratio. Gearing ratio is derived by dividing total borrowings
by total assets and multiplied by 100%. As of June
30, 2015, the Group’s gearing ratio was 1.32%, 0.20
percentage point lower than 1.52% as of December 31,
2014, mainly due to the repayment of borrowings.
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Contingent liabilities

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

For our export-import agency services, the Group issued
irrevocable letters of guarantee through certain banks
to buyers for the benefit of sellers, which guarantee
the repayment of advances paid by the buyers, plus
interest if applicable, if and when the total or part of
the advances becomes repayable to the buyers from
the sellers in accordance with the relevant contracts.
These letters of guarantee are typically issued to provide
security to a buyer in paying an advance to a seller before
the actual goods are received, and the Group does not
receive separate consideration for issuing such letters of
guarantee. In order for the Group to issue these letters
of guarantee, the Group requires the sellers to provide
it with security interests on their assets or guarantees
from third parties that must be sufficient to cover the
total outstanding amount under the respective letters
of guarantee issued. As at June 30, 2015, the total
outstanding amount under these letters of guarantee
issued was RMB869.2 million (as at December 31, 2014:
RMB849.7 million), which are secured by the sellers’
assets or guaranteed by certain banks on behalf of the
sellers.

The borrowings were denominated in RMB, USD, HKD
and JPY, and were subject to interest rates ranging from
0.06% to 6.16% per annum.
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Management Discussion and Analysis

VII. RISK FACTORS AND RISK MANAGEMENT

We are exposed to various types of risks, including currency
risk, interest rate risk, credit risk, liquidity risk, competition
risk and investment risk, etc., in the normal course of our
business. Our management monitors our exposure to these
risks to ensure appropriate measures are in place and are
implemented in a timely and effective manner.

1. Currency Risk

We are exposed to currency risk primarily through
sales and purchases and our International Engineering
Contracting Business overseas and overseas financing
which give rise to receivables, payables and cash
balances that are denominated in foreign currencies other
than the functional currency of our operations, RMB, to
which these transactions relate. The currencies giving rise
to this risk are primarily US dollars and Euros. We entered
into foreign currency forward contracts to lock in the value
in RMB of some of our future cash receipts, primarily in
respect of the proceeds of our international engineering
contracting projects in order to reduce our currency risk
and to obtain certainty of forecasted income generated
from the deferred payments to be received from the
project owners under such projects. As a matter of policy
and in compliance with the PRC laws and regulations, we
are not allowed to widely engage in hedging activities.
Hence, our foreign currency hedging activities were
limited to these foreign currency forward contracts. Our
foreign currency forward contracts corresponded to our
business volume, i.e. the amounts and the terms of such
contracts corresponded to the amounts of the foreign
currency expected to be received.
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Interest Rate Risk

Our interest rate risk arises primarily from borrowings and
bank deposits. Borrowings bearing interests at variable
rates and at fixed rates expose us to cash flow interest
rate risk and fair value interest rate risk, respectively. We
regularly review and monitor the mix of our fixed and
variable rate borrowings, only either through managing
the contractual terms of interest-bearing financial assets
and liabilities or through the use of interest rate swaps in
order to manage our interest rate risks. Like our currency
risk hedging activities, our use of interest rate swaps is
also subject to our internal control policy of derivative
financial instruments. We utilized one interest rate swap
arrangement to hedge interest rate risk against a US$50.0
million LIBOR-based variable rate bank loan which will
expire in January 2016. Under the interest rate swap
arrangement, which became effective on March 20, 2009
and expires on January 31, 2016, we pay interest at a
fixed interest rate of 6.28% per annum to the swapping
bank on the principal amount of US$50.0 million, who
in exchange pays us interest at a LIBOR-based interest
rate on the same principal amount, which are used to
satisfy our LIBOR-based interest rate payments under the
original bank loan. The LIBOR-based interest rate under
the interest rate swap arrangement is determined by the
6-month LIBOR rate plus 2.0% per annum.
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Management Discussion and Analysis

Credit Risk

Our credit risk is primarily attributable to trade and
other receivables. We have a credit policy in place and
our exposure to these credit risks is monitored on an
ongoing basis. Credit terms extended to our customers
are determined on a case-by-case basis, depending
on credit assessment carried out by our management.
Our credit terms granted to customers of our Trading
Business are normally about three to six months. With
respect to our International Engineering Contracting
Business, credit terms granted are negotiated individually
on a case-by-case basis and are set forth in the relevant
engineering contracting contracts. We conduct monthly
reviews of our credit risk as an internal control measure,
and we also conduct end-of-term period reviews to
determine if we need to make any necessary provisions
for credit that we have extended. As to credit risk
for trade and other receivables, we first evaluate the
customer’s credit status and its ability to guarantee the
payment through establishing an appropriate business
evaluation system. Meanwhile, in order to establish our
risk control mechanism on trade and other receivables,
we implemented the policy to buy export credit insurance.
For the Trading Business, we and our trading subsidiaries
are required to buy unified export credit insurance from
Sinosure; for the International Engineering Contracting
Business financed by export seller’'s credit, we typically
buy export credit insurance from Sinosure for our
projects in order to meet financing needs as well as to
control credit risk for trade and other receivables. Our
concentration of credit risk stems from trade and other
receivables due from certain individual customers.
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Liquidity Risk

Liquidity risk is the risk that we have net current liabilities
at the balance sheet date. We are exposed to liquidity
risk if we are unable to raise sufficient funds to meet
our financial obligations when they fall due. To manage
liquidity risk, we prepare both annual and quarterly
financial budgets which include budgeting for capital
and utilization of credit facilities to plan and consolidate
various financial resources in meeting the needs of our
business, operations and development. Furthermore, we
monitor and maintain a level of cash and cash equivalents
considered adequate by our management to finance our
operations and mitigate the effects of fluctuations in cash
flow.

Competition Risk

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

We compete with both Chinese and foreign companies
for our international trading business. Competition with
Chinese companies engaged in the international trading
business focuses on price, range of products, suppliers
and purchasers, whereas competition with foreign
companies focuses on price and quality of products
manufactured by Chinese and foreign suppliers. While
competition in the international trading market is intense,
given this market is considerably vast, we will continue
to compete with the Chinese and foreign companies by
capitalizing on our financing capabilities and value-adding
services. With more than 30 years of operating history in
the international trading business, we believe we have
an edge over our PRC competitors within the industry
in terms of our extensive sales and marketing networks,
long established experiences in the international trading
market, well-trained commercial capabilities, strong
capabilities in providing financing solutions and good
reputation.

Investment Risk

Investment risks mainly represent any discrepancy
between actual return from investment and anticipated
return caused by factors which are out of our control
or contingent factors which cannot be ascertained
when making an investment decision. In addition, it also
associates with relevant advance payments for certain
projects, decrease of investment in infrastructure by
non-governmental investment institutions resulting from
changes in policies, and significant outlay of working
capital over extended period of time. Governmental
approvals from and regulatory compliance with
various governmental departments may also increase
uncertainties when implementing investment projects. We
have set up an investment review committee and engaged
independent third parties such as financial advisor,
taxation advisor and lawyer during the investment process
to carry out comprehensive due diligence, analysis and
deliberation with a view to improving the level of decision-
making in investment and managing investment risks.
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Overseas Management Risk

Currently, most of the projects of our International
Engineering Contracting Business are conducted overseas,
especially in developing countries or less-developed
regions including some countries and regions in constant
social or political turbulence. Our International Engineering
Contracting Business is therefore subject to constantly
changing economic, regulatory, social and political
conditions in the overseas jurisdictions in which we conduct
business or operate our projects.

To the extent that our overseas business or operations is
affected by unexpected and adverse foreign economic,
regulatory, social and political conditions, we may experience
project disruptions, losses of assets and personnel, and
other indirect losses. In some of the high-risk locations
where we have employees, business or operations, we
may incur additional costs in safeguarding our personnel
and assets. We typically seek to manage potential losses
through contractual arrangement which protects us against
liabilities due to force majeure and provides for indemnities
from project owners, subcontractors and suppliers, as well
as purchase of construction, installation and engineering
all-risks insurance and third-party liability insurance.

China Machinery Engineering Corporation

FEMMREIRRAERAT

BHNEER R

BRI HPIRE D M BIER T2 %
BEBREINETT  LERER
BHPBERAFERBOFLOBER -
EPEE LN ERBUARED
EMEREME - FHitt - AR
B TREAREBERPIETE
B K EHB NEINREERA
HAETHRENLE  BE
HENBUAERMTE -

MR BIN R XL EXF
K2 90 B A F g S B AR R
B HEMBUARRAEE R
PR RERRERE XFH - BERA
ERANEMEEER £
BPBEBEE ZHHEENT
Rt En - B ELRI
RANRERFABREE -
BPEESREBEOLH - A
I APIE AT ) = A A
MEERREEBEET  HEH
REEEELBERE  LHEE
BRRE  ZRKETE—UBRMA
REBE=ZTTEERE - AIEHE
JE518

il



Management Discussion and Analysis

Project Risk

Project risk relates to risk associated with the projects for
our International Engineering Contracting Business. While
we consider power, transportation and telecommunications
sectors to be our Core Sectors, demand for our International
Engineering Contracting Business which is principally
international in nature depends on the general level of
activity and growth in the industries in which we operate and
serve. The actual portfolio of our engineering contracting
projects differs year from year due to many factors not
within our control, including but not limited to, general
economic conditions, government investment plans,
demographic trends, political stability, consumer confidence
and requirements for industries or markets access. Any
fluctuations in these macroscopic factors will have an impact
on the demand for our International Engineering Contracting
Business. They may lead to an increase or a decrease of
investment in and number of new projects available to us,
the type of projects that we can undertake and delays in
or cancellations of our ongoing projects. While we take
into consideration projected costs and target profit margin
during the pricing process of our engineering contracting
projects, profitability of our International Engineering
Contracting Business may still be affected and our revenue
may experience fluctuation.

In addition, project owners and other contractual
counterparties of our International Engineering Contracting
Business may not be able to fulfil their contractual
obligations owed to us or the condition precedents to the
contracts for the projects, which could negatively impact
our revenue, working capital, cash flows and results of
operations.
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Safety and Quality Risk

Due to the nature of construction work involved in our
International Engineering Contracting Business, our projects
may involve certain inherently dangerous activities, including
operations on aerial platform, underground construction,
use of heavy machinery and working with flammable and
explosive materials. Despite that we ensure compliance
with the requisite safety requirements and standards, we
are subject to the inherent risks of geological catastrophes,
fire, toxic gas, equipment failure and explosion and so on.
Besides, our employees are subject to the personal risks
caused by unstable security environment. Any personal
injury or loss of life our employees may suffer, damage to or
destruction of properties and equipment and other losses
caused by force majeure in the situations mentioned above
would result in the delay in our engineering contracting
projects, extended occupation of the time and efforts of
our management, suspension of our operations or even
imposition of legal liabilities. We endeavor to lower our
exposure to the abovementioned potential risks associated
with our International Engineering Contracting Business by
taking measures including making contractual arrangements
with the project owners in the event of disruption to the
projects due to force majeure, seeking indemnities from the
project owners, subcontractors and suppliers, purchasing
construction, installation and engineering all-risks insurance,
third-party liability insurance and personal accident
insurance, strengthening our internal control system on
ensuring a safe and high quality working environment for
our projects, as well as maintaining close communications
with the project owners and local governmental authorities.
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10. Post-project Transfer Risk 10. IRBXZRMK

Our international engineering contracting projects are
contractually completed after the warranty period expires
and the project owner issues a final acceptance certificate.
During the course of use and operation by the project owner,
operational or quality issues may arise due to natural factors
such as hurricanes and tsunamis or improper operation
or maintenance by the project owner’s operational staff.
According to the contracts, we are then no longer liable
for any warranty obligations or other liabilities. However,
since some projects are associated with national interests
and people’s livelihood or bear significant influences in the
local areas, any flaws or defects in quality that occur after
the project transfer may adversely affect our reputation,
as well as having a negative impact on customers’ overall
evaluation on us. Some of the project owners may require
us to bear costs for continuous maintenances or the change
of relevant parts, causing us losses not foreseeable under
the contracts. Since corporate reputation is the cornerstone
for our expansion into markets, we will step up the training
for the project owners’ operational staff and endeavor to
enter into operational maintenance guiding contracts with
the project owners, so as to enhance the operational and
maintenance capability of the project owners’ operational
staff and avoid or reduce the quality issues caused by
improper manual handling as far as possible. At the same
time, we emphasize on the cultivation of core markets and
the sustainable development of our business while attaching
importance to collecting opinions and comments from
customers, actively communicating with customers, as well
as being committed to maintaining good social benefits and
corporate interests.
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11.

Corruption Risk

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

VIII.PROSPECTS IN THE SECOND HALF OF 2015

In the first half of this year, under a severe domestic and

overseas environment, the Company’s operation was in

a steady and orderly manner. Operational targets of each

business segment continuously progressed and fundamental

management works were carried out smoothly and effectively,

laying a solid foundation for achieving the whole-year target.

In the second half of 2015, the Company will make persistent

efforts to implement each deployment in a comprehensive

manner with the aim to reaching each goal and constantly

promoting a sustainable development of the Company.
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Management Discussion and Analysis

To Ensure a Stable Growth of the International
Engineering Contracting Business

In the second half of 2015, the Company will continue to
introduce a number of effective measures to strengthen
the foundation of the International Engineering Contracting
Business and to ensure a stable development of the
International Engineering Contracting Business.

1. Seizing the strategic opportunities in China such
as “One Belt and One Road” and “interconnecting
with neighboring countries”. With a view to rapidly
transforming the market information it acquired
into palpable project opportunities, the Company
will fully leverage its consolidated advantages in
aspects such as market development and business
operation, identify areas which align with national
strategies and strengthen the collection and analysis
of market information.

2. Constantly improving the industrial chain. The
Company will continue to fast track the building up
of professional capabilities and create a professional
technological platform in order to firmly develop the
strategic cooperation with General Electronic and other
significant partners in the industrial chain.

3. Deepening regionalization and localization. In order to
achieve meaningful exploration for the direction of the
Company’s development into a multinational company,
the Company will continue to implement regionalized
operational strategy and further promote localized
construction.
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Management Discussion and Analysis
EEENWR DM

To Accelerate the Transformation and Upgrade
of Trading and Service Businesses

In the second half of 2015, the Company will accelerate
the transformation and upgrade of trading and services
businesses. The Company will seize the opportunities and
actively pay attention to various fields under the strategy
of “One Belt and One Road”, and the construction
of domestic and overseas industrial park, international
capacity cooperation and cross-border electricity
supplies, so as to strive for better progress. Centering
on the core market, core field and core products, the
Company will base itself on the equipment manufacturing
industry to strive for further development in the aspect of
equity investment.

To Actively Promote the Development of
Investment and Financing Business

This year, the Company continued to implement its
strategy of “investment-driven EPC”, actively developing
investment business for various projects in the field
of power and guided by the investment principles of
investing in markets and industries that we are well-
versed with while emphasizing on the control of
investment business risk. Within China, the new energy
business team of Eastern China Business Department
is now embarking on the development of photovoltaic
power generation projects in places such as Jiangsu,
Zhejiang and Guangdong. Building on the foundation
laid over the years, the projects have entered into the
phase of scale development and it is expected that
certain results will be achieved in the future. Outside
China, the Company strives to finalize the investment and
financing scheme of Thar coal-electric integration project
in Pakistan by the end of 2015, one of the Company’s key
overseas projects, to spearhead the “investment-driven
EPC” business of the Company. The Company will also
constantly improve the construction of its auxiliary system
and accelerate the establishment of a foreign investment
and financing business platform which is mainly based
on China Everbest Development International Limited
(Hong Kong).

China Machinery Engineering Corporation
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Corporate Governance and Other Information

SHARE CAPITAL

As of June 30, 2015, the total share capital of the Company
was RMB4,125,700,000, divided into 4,125,700,000 Shares
with nominal value of RMB1.00 each.

INTERIM DIVIDENDS

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

INTERESTS, SHORT POSITIONS AND

SHARE OPTION OF THE DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT
IN THE SHARES, UNDERLYING SHARES AND
DEBENTURES

As of June 30, 2015, none of the Directors, Supervisors or
senior management of the Company had any interests or
short positions in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which would have to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests
or short positions which they were taken or deemed to have
under such provisions of the SFO), or which were required,
pursuant to Section 352 of the SFO, to be recorded in the
register referred to therein, or which were required to be
notified to the Company and the Stock Exchange pursuant to
the Model Code.
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China Machinery Engineering Corporation

FEMMREIRRAERAT

4. SUBSTANTIAL SHAREHOLDERS’ AND 4. FERRREMATRAERS
OTHER PERSONS’ INTERESTS AND SHORT MHERORESNEZR AR
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES
As of June 30, 2015, so far as it was known by or otherwise R2015F6 A30H © LA E Fel A
notified to any Directors or the chief executive of the Company, RDEESITERA BT A LA E A 75 =
the particulars of the corporations or persons (other than a BHE  REZFESFKEAEEDE336
Directors, Supervisors or the chief executive of the Company) G B /B AT s EA R =X
which had 5% or more interests and short positions in the AR DE% A FHER RA AR ER
Shares or the underlying Shares as recorded in the register FIAT(EE BEEXARFEST
kept under section 336 of the SFO were as follows: BABBRIN) FFBHOT ¢
Long positions and Short positions in the Shares
BROHWEFERKXE

Approximate  Approximate

Number of Issued Percentage of Percentage of

Shares/  Shareholding  Shareholding

Underlying in the Relevant in the

Capacity/ Shares Held Class of Share Total Share

Name of Shareholders Class of Shares  Nature of Interest (Share) (Note 1)(%) (Note 1)(%)
HEBERG ERG

HhIRE BERE

B RTRE / BHBIL BHEA

RRER anggl 5%/ ERtE EERONEE (R) (Hrst1) (%) (W) (%)

SINOMACH Domestic Shares  Interests of beneficial owner 3,217,430,000 100% 77.99%

Bl WA R and controlled corporation (Note 2)

EnBBAERR (Long position)
REEEER 3,217,430,000
(Hit2)
(H8)

National Council for Social Security ~ H Shares Interests of beneficial owner 81,352,000 8.96% 1.97%
Fund of the PRC H% EnBBANER (Long position)
PEARANEZ AL ERERAS 81,352,000
e (#2)
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Approximate  Approximate
Number of Issued Percentage of Percentage of
Shares/  Shareholding  Shareholding

Underlying in the Relevant in the

Capacity/ Shares Held Class of Share Total Share

Name of Shareholders Class of Shares  Nature of Interest (Share) (Note 1)(%) (Note 1)(%)
EERRG R

RhIRE aERE
e RTRE/ BB BAEIH
BR&R K& af/ REHE RBRONEE (R) (W) (%) (HiF1) (%)

BNP Paribas Jersey Nominee H Shares Nominee for another person 54,064,000 5.95% 1.31%
Company Limited Hi& F—HEALZREA (Note 3)
(Long position)
54,064,000
(Hit3)
(#2)

BNP Paribas Jersey Trust H Shares Trustee 54,064,000 5.95% 1.31%
Corporation Limited HA TFEA (Note 3)
(Long position)
54,064,000
(H:t3)
(#2)

Cheah Capital Management Limited ~ H Shares Interests of controlled 54,064,000 5.95% 1.31%
NDEREEBRAF Hi& corporation (Note 3)
XEEEER (Long position)
54,064,000
(H#3)
(#8)

Cheah Company Limited H Shares Interests of controlled 54,064,000 5.95% 1.31%
DNHERAR Hix corporation (Note 3)
XA R (Long position)
54,064,000
(H17£3)
(#%8)
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Approximate  Approximate
Number of Issued Percentage of Percentage of
Shares/  Shareholding  Shareholding
Underlying in the Relevant in the
Capacity/ Shares Held Class of Share Total Share
Name of Shareholders Class of Shares  Nature of Interest (Share) (Note 1)(%) (Note 1)(%)
HERRG R
BhE aERE
FisBERTRE,/ BABAY AR
RRE® R &R 5%/ ERtE HERONEE (R)  (HiZ1) (%)  (HH1) (%)
Value Partners Group Limited H Shares Interests of controlled 54,064,000 5.95% 1.31%
EREEEARAA H& corporation (Note 3)
RREERER (Long position)
54,064,000
(Hit3)
(#2)
Cheah Cheng Hye H Shares Founder of a discretionary trust 54,064,000 5.95% 1.31%
#EE Hi& PREEFAVA (Note 3)
(Long position)
54,064,000
(H3)
(#2)
To Hau Yin H Shares Interests of spouse 54,064,000 5.95% 1.31%
HIE HE EEER (Note 3)
(Long position)
54,064,000
(H#3)
(##)
Matthews International Capital H Shares Investment manager 64,573,000 7.10% 1.56%
Management, LLC HiR RERE (Long position)
64,573,000
(#8)

China Machinery Engineering Corporation
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Name of Shareholders Class of Shares

BR&R K&

Capacity/
Nature of Interest

af/ REHE

EEERKEMER

Approximate  Approximate

Number of Issued Percentage of Percentage of
Shares/  Shareholding  Shareholding
Underlying in the Relevant in the

Shares Held Class of Share Total Share
(Share) (Note 1)(%) (Note 1)(%)

EERRG R

HhE aERE

FiBBERTRE,/ BABAL BRI
HERONEE (R)  (HiZ1) (%)  (HH1) (%)

JPMorgan Chase & Co. H Shares
Hi

JPMorgan Chase & Co. H Shares
H&

Interests of controlled
corporation
XEEEER

Custodian
FTEA

101,332,056 11.15% 2.45%
(Note 4)
(Long position)
101,332,056
(Hit4)
(#2)

8,578,640 0.94% 0.21%
(Note 5)
(Short position)
8,578,640
(Hits)

(%R)

29,690,896 3.26% 0.72%
(Note 6)
(interestin a
lending pool)
29,690,896
(Hiite6)
(A& IREA
)
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TEERKEMESR

Approximate  Approximate
Number of Issued Percentage of Percentage of
Shares/  Shareholding  Shareholding
Underlying in the Relevant in the
Capacity/ Shares Held Class of Share Total Share
Name of Shareholders Class of Shares  Nature of Interest (Share) (Note 1)(%) (Note 1)(%)
HERRG R
BhE aERE
FisBERTRE,/ BABAY AR
RRE® R &R 5%/ ERtE HBRONEE (R)  (WiZ1) (%)  (H71) (%)
BlackRock, Inc. H Shares Interests of controlled 45,493,499 5.01% 1.10%
Hi& corporation (Note 7)
RREERER (Long position)
45,493,499
(Hit7)
(#2)
13,000 0.00% 0.00%
(Note 8)
(Short position)
13,000
(H:18)
(%#)
Notes: Hat -

(1)  This percentage is calculated on the basis of the number of
underlying Shares/total Shares that had been issued by the
Company as of June 30, 2015.

(2) SINOMACH was beneficially interested in 3,185,260,000
Domestic Shares, representing approximately 77.21% of our
total share capital. China United was beneficially interested in
32,170,000 Domestic Shares, representing approximately 0.78%
of our total share capital. Since China United is a wholly-owned
subsidiary of SINOMACH, SINOMACH is, therefore, deemed to
be interested in the Domestic Shares held by China United.

China Machinery Engineering Corporation
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The following shares which are referred to in the notes above represent
the same block of shares in which all the relevant parties are deemed
under the SFO to be interested.

3)

The 54,064,000 Shares as referred to in note 3 above.

BNP Paribas Jersey Trust Corporation Limited, as trustee of The
C H Cheah Family Trust, has 100% interest over BNP Paribas
Jersey Nominee Company Limited. BNP Paribas Jersey Nominee
Company Limited has 100% interest over Cheah Company
Limited which in turn has 100% interest over Cheah Capital
Management Limited. Cheah Capital Management Limited has
27.87% interest over Value Partners Group Limited which in
turn has 100% interest over Value Partners Hong Kong Limited.
Value Partners Hong Kong Limited has 100% interest over Value
Partners Limited.

The C H Cheah Family Trust was set up by Mr. Cheah Cheng
Hye. Madam To Hau Yin is the spouse of Mr. Cheah Cheng Hye
and accordingly is deemed to be interested in the 54,064,000
Shares.

The 101,332,056 Shares as referred to in note 4 above.

Among these 101,332,056 Shares, 29,690,896 Shares were held
by JPMorgan Chase Bank, N.A., a wholly-owned subsidiary of
JPMorgan Chase & Co., 8,278,640 Shares were held by J.P.
Morgan Securities plc, an indirect non-wholly-owned subsidiary
of JPMorgan Chase & Co., 740,000 Shares were held by China
International Fund Management Co Ltd, an indirect non-wholly-
owned subsidiary of JPMorgan Chase & Co., 2,833,000
Shares were held by JF International Management Inc., an
indirect wholly-owned subsidiaries of JPMorgan Chase & Co.,
33,619,000 Shares were held by JF Asset Management Limited,
an indirect wholly-owned subsidiary of JPMorgan Chase & Co.,
2,157,000 Shares were held by JPMorgan Asset Management
(Taiwan) Limited, an indirect wholly-owned subsidiary of
JPMorgan Chase & Co., 11,000 Shares were held by J.P.

2\

=

*ERAREMER

b EEFR I A T AR (D S5 4R 18 B 2 2 18
BEGIE AR A RN A RBE S
A —HAR 1

3)

B EESFi 54,064,000/ Bk 15 ©

BNP Paribas Jersey Trust
Corporation Limited&The C H
Cheah Family Trustt) 5% 5 A @ ¥
ABNP Paribas Jersey Nominee
Company Limited%® # # z > BNP
Paribas Jersey Nominee Company
Limited# B )35 8 R A 7 2 5
ML ERAGHEYLERNERE
RARZHiERE - R EAERER
NEEAEBEEBRAF27.87%
o MBIREBERARRERE
BESEEEEERAAZMER -
BREESEEEEERARNEERE
EeBBR AR -

The C H Cheah Family Trustfi#ii5
ERAENN - B LT AHEER
ARBLE - UL AR A 54,064,000
MR R s o

B EEARTI A 101,332,056 %A% 17 ©

" % %101,332,056 % B& 15 + -
29,690,896f% FHJPMorgan Chase &
Co.K) & & I R F]lJPMorgan Chase
Bank, N.A.Ff#5 7 - 8,278,640/%
JPMorgan Chase & Co.®If#ZEIES
& Bt B A B]J.P. Morgan Securities
plcAT # A& ~ 740,000/% BHJPMorgan
Chase & Co.WH#EIEZENE R A
China International Fund Management
Co LtdFT#5 % + 2,833,0008% F1JPMorgan
Chase & Co.M I #EZ AN B A A
JF International Management Inc.
B+ & + 33,619,000/ FiJPMorgan
Chase & Co.WH#2 AN B R A
JF Asset Management Limitedffrs
A 2,157,000 F1JPMorgan Chase
& Co.HfE# 2 &8 A slJPMorgan
Asset Management (Taiwan) Limited
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Morgan Investment Management Inc., a wholly-owned subsidiary
of JPMorgan Chase & Co. and 24,002,520 Shares were held by
J.P. Morgan Whitefriars Inc., an indirect wholly-owned subsidiary
of JPMorgan Chase & Co. Accordingly, JPMorgan Chase & Co.
is deemed to be interested in the 101,332,056 Shares.

The 8,578,640 Shares as referred to in note 5 above.

Among these 8,578,640 Shares, 300,000 Shares were held by
J.P. Morgan Whitefriars Inc., an indirect wholly-owned subsidiary
of JPMorgan Chase & Co., and 8,278,640 Shares were held
by J.P. Morgan Securities plc, an indirect non-wholly-owned
subsidiary of JPMorgan Chase & Co. Accordingly, JPMorgan
Chase & Co. is deemed to be interested in the 8,578,640 Shares.

These 29,690,896 Shares in lending pool were held by JPMorgan
Chase Bank, N.A., a wholly-owned subsidiary of JPMorgan
Chase & Co. Accordingly, JPMorgan Chase & Co. is deemed
as the holder of Shares in lending pool owned by its aforesaid
subsidiary.

The 45,493,499 Shares as referred to in note 7 above.

Among these 45,493,499 Shares, 4,060,000 Shares were
held by BlackRock Finance Management, Inc., an indirect
wholly-owned subsidiary of BlackRock, Inc., 26,173,000 Shares
were held by BlackRock Institutional Trust Company, National
Association, an indirect wholly-owned subsidiary of BlackRock,
Inc., 18,000 Shares were held by BlackRock Fund Advisors, an
indirect wholly-owned subsidiary of BlackRock, Inc., 994,000
Shares were held by BlackRock Advisors, LLC, an indirect
wholly-owned subsidiary of BlackRock, Inc., 11,000 Shares
were held by BlackRock Japan Co., Ltd, an indirect wholly-
owned subsidiary of BlackRock, Inc., 65,125 Shares were held
by BlackRock Asset Management North Asia Limited, an indirect
wholly-owned subsidiary of BlackRock, Inc., 13,771,374 Shares

China Machinery Engineering Corporation
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Fr#FA ~ 11,0008 FJPMorgan Chase
& Co.®y = & [ff & 2~ 7J.P. Morgan
Investment Management Inc.Fi#% A&
24,002,520/% F1JPMorgan Chase &
Co.K) il # 2 & Bf B 22 A]J.P. Morgan
Whitefriars Inc.Pi#FE = Eit - JPMorgan
Chase & Co.# % & 7101,332,056
MR A&7 R G RS o

X EES AT EY8,578,640% ik {5 ©

5% %8,578,640/% X f7 # + 300,000
% FiJPMorgan Chase & Co.H) & #
2EKEARJ.P. Morgan Whitefriars
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J.P. Morgan Securities plcfiE#A °
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HELRNDEIFAEA
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R 3% 245,493 4990% & 1p
4,060,0000% fiBlackRock, Inc.H) &
% 2 & Mi B 2 @lBlackRock Finance
Management, Inc.FT# A& ~ 26,173,000
f% iBlackRock, Inc.®) & # & &
B /A alBlackRock Institutional Trust
Company, National Associationff
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were held by BlackRock Advisors (UK) Limited, an indirect
wholly-owned subsidiary of BlackRock, Inc., 401,000 Shares
were held by BlackRock (Luxembourg) S.A., an indirect wholly-
owned subsidiary of BlackRock, Inc.. Accordingly, BlackRock,
Inc. is deemed to be interested in 45,493,499 Shares.

(8) These 13,000 Shares were held by BlackRock Institutional
Trust Company, National Association, an indirect wholly-owned
subsidiary of BlackRock, Inc.. Accordingly, BlackRock, Inc. is
deemed to be interested in 13,000 Shares.

Save as disclosed above, and as at June 30, 2015, the
Directors were not aware of any persons (who were not
Directors, Supervisors or the chief executive of the Company)
who had an interest or short position in the Shares or
underlying Shares of the Company which would fall to be
disclosed under Divisions 2 and 3 of Part XV of the SFO, or
which would be required, pursuant to Section 336 of the SFO,
to be entered in the register referred to therein.

USE OF PROCEEDS

As disclosed in the announcement dated August 4, 2014,
the actual net proceeds from the Global Offering (the “IPO
Proceeds”) amounted to approximately HK$4,358.9 million
(based on the final offer price of HK$5.4, and after deducting
the underwriting fees and related expenses and the exercise
of the over-allotment option).

It was disclosed in the section headed “Future Plans and Use
of Proceeds” in the Prospectus and further disclosed pursuant
to the announcement dated June 20, 2013 of the Company
relating to the adjustment in use of proceeds that the Company
intended to use the IPO Proceeds for the following purposes:

e approximately 90% of the IPO Proceeds will be applied
towards financing the Group’s international engineering
contracting projects; and

EEERRAMWESR

Inc.# & 52 & & i B 2 &lBlackRock
Advisors (UK) Limited FfT # &
X 401,000 % #BlackRock, Inc.
® [ # & & I B 2 FABlackRock
(Luxembourg) S.AFTH A  E I -
BlackRock, Inc.# 47 &1445,493,499
MRAR ) R RS o

(8) 7% 13,000/ % 5 HBlackRock, Inc.
B fE & & & M B 2 JlBlackRock
Institutional Trust Company, National
AssociationfT5A  FELt - BlackRock,

Inc. #4% A7 13,0008 A% 17+ % A 1

2%
m °

Br £ XX # 58 & SN 201556 H30
B 2E20FAANEBTMAL (LIEE
FCEREYARAETEBTHRAER) R
AR KA@IR D P REIRER
5K B S BI EXVERE2 K30 R E
ATHBENEZIOAE  HBEREE
% N BB 5 0 5533615 & a2 I sz I P
B R A ERSAR -

FERIERE

A BHHA2014F8 H4H 2 A& T
B RRBEERAMEHRBEFE (8
RABBEMBRE] 454,358.9
BEBET (REREEBESABTAE
EWENBR B HE RAEBARZ AR
AR ARAE) ©

SN AR EIR [ KRR EHEI R P15 5KIB
B&] —SEEURARRBHA
20136 H20R B A EMEHIER
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e approximately 10% of the IPO Proceeds will be
used for working capital and other general corporate
purposes (collectively, the “Proposed Uses”).

As stated in the announcements mentioned above and
the 2014 annual report of the Company published on April
29, 2015, the Company’s IPO Proceeds amounted to
approximately HK$4,358.9 million (base on the final offer
price of HK$5.4, and after deducting the underwriting fees
and related expenses and the exercise of the Over-allotment
Option) (the “Net Proceeds”) immediately after the completion
of the Global Offering. As of May 31, 2015, approximately
HK$866.4 million of the Net Proceeds remained unutilized.

In accordance with the reallocation and change in use of
proceeds as set out in the Company’s announcement dated
June 29, 2015. The following table sets forth the amount of

o BRARBEMRFHRELNI0%FK
RiFEEES REM—REXA
= (s [ZBARl) -

LA 32 F RS AN A R R201554 A
20R EMM2014F E wE Pl - BFERIK
BETKE  ARRIZERRAABREME
FIEH) /F4,358.9A BB L (ERKEEE
54T AREEWLKNGEHEE RABRY
AR AT BB AL AR i) ([ FRBRIERE ) -
M2015F5 4318 * FT{S ZIAF5E40866.4
BEBTKARAEA -

BIEARN T HE A2015F6 298 2 2%
FrEs 2B BRENETDELE
g TR N2015F6 308 AR E

IPO Proceeds already applied to the Proposed Uses as of

June 30, 2015:

BABRZERCRBEMSRALHE

The amount of % of IPO % of IPO
IPO Proceeds Proceeds Proceeds
already applied already applied dedicated to
to the Proposed to the Proposed be applied to
Uses as of Uses as of each of the
June 30, 2015 June 30, 2015 Proposed Uses
R201556 A30H 201556 A30H
ERARERAERZ ERARERAEz KARSESZAR
BRAHBE BRARBE ZBERARBE
IS RIEEEE I8 RIE% 8 RIE %
To finance the international engineering
contracting projects:
BNEFETRARIER
a. 15 projects in the Core Sectors
a. 15ERZLITEIER
i 14 projects in the power sector approximately 58% 77%
HK$2,535.5 million
i 14ERENITRIER #)2,5635.5 B BT
China Machinery Engineering Corporation
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The amount of % of IPO % of IPO
IPO Proceeds Proceeds Proceeds
already applied already applied dedicated to
to the Proposed to the Proposed be applied to
Uses as of Uses as of each of the
June 30, 2015 June 30, 2015 Proposed Uses
#20156 A30H R201546 A30H
ERAREBEREZ CRAREZRRAEZEZ BARSEZERZR
BRAHBE EPNEGE 45 ZERARBE
IS RIEEHE Fr8 RRIE % FRr8RE%
i. 1 project in the telecommunications approximately 3% 3%
sector HK$130.8 million
i. VEREFBMITHRER #1130.8B & ETT
b. 1 project in the non-Core Sector approximately 10% 10%
HK$430.7 million
b. 1ERFZLITEER #430.7BEETT
To use as working capital and other general approximately 10% 10%
corporate purposes HK$436.5 million
RiEgEES RAM—RIPERS #9436.5H & TT
Total approximately 81% 100%
HK$3,533.4 million
e #3,533.4EH BB T
6. PURCHASE, SALE OR REDEMPTION OF THE 6. BE HEIBELTERS

LISTED SECURITIES

REAREA - A2 E) I 8 B E R B
At B0 2 AEAHAR - MAR B REAE
AMEARTEBERHETMNZE

Bt

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

As at the date of this report, the Board comprises: Mr.
SUN Bai and Mr. ZHANG Chun as executive Directors; Mr.
WANG Zhian, Mr. YU Benli and Mr. ZHANG Fusheng as non-
executive Directors; and Mr. LIU Li, Ms. LIU Hongyu, Mr. FANG
Yongzhong and Mr. WU Tak Lung as INEDs.

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE

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

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

The Company adopted the Model Code as its own code of
conduct regarding Directors’ securities transactions. Upon
specific enquiry of all the Directors and Supervisors, all the
Directors and Supervisors confirmed that they had complied
with the Model Code during the Period.

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

China Machinery Engineering Corporation
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Corporate Governance and Other Information

10. INDEPENDENT NON-EXECUTIVE

11.

DIRECTORS

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

CHANGE TO INFORMATION OF DIRECTORS
AND SUPERVISORS

Mr. Liu Li, the INED, was resigned as an independent non-
executive director of Metallurgical Corporation of China Ltd. (|
B &R TRH AR A R]), a company listed on the Main Board
of the Stock Exchange (stock code: 1618), and the Shanghai
Stock Exchange (stock code: 601618) on November 13, 2014.

Mr. QUAN Huagiang, the Supervisor, has been serving as the
head of Asset Finance Department of SINOMACH from May
2015.

Save as disclosed above, as at the date of this report, there
were no other changes to the Directors’ and Supervisors’
information as required to be disclosed pursuant to Rule
18.51B(1) of the Listing Rules.

EEERRAMWESR

10. BYFHTES

11.

ARRARERBLEMRAUNERAR TR
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MR2014F11 8138 * B EWNITE
FH N nEFEFE RSB IRMNEA
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5% :1618) R EBBHFR ST (KD
R 5% - 601618) EMHIRRA) 2BET
HEBITES °

H2015F5 A8  EEE 2 FE R L LR
TEEEETEBEE -
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Corporate Governance and Other Information

TEEARAMWESR

12.

13.

REVIEW BY THE AUDIT COMMITTEE

The Audit Committee consists of three members (two INEDs
and one non-executive Director), namely Mr. LIU Li, Ms. LIU
Hongyu and Mr. WANG Zhian. It has jointly reviewed with the
management on the accounting standards, and discussed
internal control and financial reporting matters (including
the review of the interim results) of the Group. The Group’s
interim results for the Period have been reviewed by the Audit
Committee. The Audit Committee considered that the interim
results are in compliance with the applicable accounting
standards, laws and regulations, and the Company has made
appropriate disclosures thereof.

COMPLIANCE WITH SANCTIONS
UNDERTAKINGS

As disclosed in the Prospectus, the Company and the
Directors have covenanted to the Stock Exchange that they
will not, directly or indirectly, (1) use any of the proceeds
from the Global Offering, or make such proceeds available to
any individual or entity, to fund any activities in or business
of or with (i) any individual or entity or (i) in any country or
territory, that at the time of such funding, is the target of
any sanctions administered by OFAC, or (2) engage in any
activity that is sanctionable under the ISA (as amended by the
Comprehensive Iran Sanctions, Accountability, and Divestment
Act of 2010) or the Executive Order 13590 (the “Executive
Order”) for so long as the ISA and Executive Order remain
in effect (the “Sanctions Undertakings”).
confirmed that both the Company and the Directors were in

The Directors

compliance with the Sanctions Undertakings as at the date
of this report.

China Machinery Engineering Corporation
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Report on Review of Interim Condensed Consolidated Financial Statements

ARG S Ot P B R FH RS

Independent review report
To the Shareholders of China Machinery Engineering Corporation

INTRODUCTION

We have reviewed the interim financial information set out on pages
81 to 144, which comprises the condensed consolidated statement
of financial position of China Machinery Engineering Corporation
and its subsidiaries (collectively the “Group”) as at June 30, 2015
and the related condensed consolidated statement of profit or loss,
the condensed consolidated statement of comprehensive income,
the condensed consolidated statement of changes in equity and the
condensed consolidated statement of cash flows for the six-month
period then ended and explanatory notes. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of interim financial information to be
in compliance with the relevant provisions thereof and International
Accounting Standard 34 “Interim Financial Reporting” (“IAS 34”)
issued by the International Accounting Standards Board. The
directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance
with IAS 34. Our responsibility is to express a conclusion on this
interim financial information based on our review. Our report is
made solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

BYEHHE
BHERRRAIRROARATARRE
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Report on Review of Interim Condensed Consolidated Financial Statements

AR S Ot B R FH RS

SCOPE OF REVIEW

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

CONCLUSION

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

Ernst & Young
Certified Public Accountants

Hong Kong
August 31, 2015

China Machinery Engineering Corporation
PEEEREIRZROERAT

EHEE

RFBREESSTMASEMNEEER
T EAERIZE24105% [ B3 % E A0 5 & 28
HAR B AR R | #1TEE - PEMEE
HEMIREXTZENABVBEREHS
HEMWABHME WEASMMEMENR
Fre BHEZEER)DRIBBEESZEEL
EITZ B WEERRRME LB
BABAEGTHINEZEE - At - &
MTEEREFFER -

+ A
:%I:I Af

REBERMNFRTFE RFALEITEINE
= EE LSRN+ RS 6t

BHREREMBEERTEABRRER S
HERIFEI4FREL o

ZXEEHEI ST
2 ES -

BB
201658 H31H



Interim Condensed Consolidated Statement of Profit or Loss - Unaudited

PEIFEE SRR R — REFER

For the six months
ended June 30,

B Z6H30HLLAEA
2015 2014
20154 20144
(Unaudited) (Unaudited)
(REHE) (REEEE)
Notes RMB’000 RMB’000
iz AREFr AREFT
REVENUE ' ON 4 8,237,307 11,089,918
Cost of sales SHEM AR (6,887,708) (8,964,291)
Gross profit EF 1,349,599 2,125,627
Other revenue H AU A 4 1,293 867
Other income/(expenses), net Hilg A () 758 4 38,288 (190,757)
Selling and distribution expenses HERDHERAXZ (401,470) (577,095)
Administrative expenses TR (239,710) (252,435)
Other operating income/(expenses) Egglw A (FAx%) 3,452 (61,057)
PROFIT FROM OPERATIONS genn 751,452 1,045,150
Finance income BT ON 5 359,122 455,269
Finance expenses B R S 5 (17,225) (15,463)
Net finance income BT N 5 341,897 439,806
Share of profits less losses of: JEAG LA R 4 R B 48
An associate —REE A A - (33)
A joint venture —REEDLE 285 =
PROFIT BEFORE TAXATION BRBE AT R 1,093,634 1,484,923
Income tax PSR 7 (274,112 (398,686)
PROFIT FOR THE PERIOD REI SR 819,522 1,086,237
Attributable to: BN
Owners of the parent AREE A 819,771 1,087,626
Non-controlling interests IR AE 2 (249) (1,389)
819,522 1,086,237
EARNINGS PER SHARE FREF
ATTRIBUTABLE TO ORDINARY BRAREEAEREEA
EQUITY HOLDERS OF THE PARENT EhERAER
Basic and diluted (RMB) EXR#E (AR 8 20 cents % 26 cents 7
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Interim Condensed Consolidated Statement of Comprehensive Income - Unaudited

RHREASHEERER - REEFR

For the six months
ended June 30,

HZ6H308 1L EA
2015 2014
20155 20144
(Unaudited) (Unaudited)
(REES) (RIEERT)
RMB’000 RMB’000
AREF1 AREFr
PROFIT FOR THE PERIOD <5 ) 819,522 1,086,237
OTHER COMPREHENSIVE INCOME Hitm e s
Other comprehensive income not to be RKRBEREENHEE
reclassified into profit or loss BmiEMgE e
in subsequent period
Remeasurement of defined benefit obligations BT ERTCTREET 1,350 (8,910)
Other comprehensive income to be reclassified  RAEBEHBEHHEE
into profit or loss in subsequent period BN EMgE WS
Changes in fair value of an available-for-sale AHEEREANE
investment g 2,620 -
Exchange differences on translation of financial BRE I B A TR
statements of overseas subsidiaries MR EERELZ5 (1,878) (1,464)
Total comprehensive income for the period ZAHBGZRENEEEE 821,614 1,075,863
Attributable to: BFEBRN
Owners of the parent ISYNCIEZ V=N 822,361 1,077,132
Non-controlling interests JEFERR R 2 (747) (1,269)
821,614 1,075,863

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Financial Position - Unaudited
PHIFSER S GBI SRR T’k — REEET

June 30, 2015 » 201546 A30H

As at As at
June 30, December 31,
2015 2014
20155 R2014%F
6H30H 12H31H
(Unaudited) (Audited)
(REES) (&ERET)
Notes RMB’000 RMB’000
HteE AR¥ T ARETF T
NON-CURRENT ASSETS FREBEE
Property, plant and equipment ME - BENEE 9 774,213 701,689
Investment properties KEME 9,915 10,337
Prepaid land lease payments TEfT AR EFRIE 10 1,724,795 1,745,088
Intangible assets EREE 8,367 8,746
Investment in an associate REE R BMIRE 85,477 =
Investment in a joint venture NE B DERIRE 100,352 50,067
Trade and other receivables B RHEAEWFIE 13 67,132 70,375
Amounts due from contract FEWERRPHIA
customers 12 2,605,149 2,698,467
Deferred tax assets RIETR IR E B 245,369 244,384
Other non-current assets HM3EmBEE 17 249,191 246,778
Total non-current assets FREBEELRE 5,869,960 5,775,931
CURRENT ASSETS REBEE
Inventories FE 11 352,803 259,979
Trade and other receivables B 5 Rk H At FE Y IR 13 5,837,471 6,179,073
Amounts due from contract customers JEU S AR P 718 12 1,609,326 2,745,274
Restricted deposits PR $ 170 345,836 300,235
Time deposits with original maturity ~ RIAZ|IEA BB =1 A1
over three months TEHTEFER 5,492,195 4,170,349
Cash and cash equivalents RERESZEY 14 18,447,083 17,792,501
Total current assets REEEHLE 32,084,714 31,447,411
CURRENT LIABILITIES REAE
Borrowings ER= 16 64,578 205,742
Receipts in advance TEM IR 10,503,444 9,170,168
Trade and other payables B 5 R H A FER IR 15 13,441,390 13,764,067
Defined benefit obligations RTEWERET 29,820 29,960
Tax payable FE S8 105,844 309,762
Total current liabilities REAEREE 24,145,076 23,479,699
NET CURRENT ASSETS REBEEFE 7,939,638 7,967,712
TOTAL ASSETS LESS EERAERRDER
CURRENT LIABILITIES 13,809,598 13,743,643
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Interim Condensed Consolidated Statement of Financial Position - Unaudited

ARSI R — R

June 30, 2015 » 201546 H30H

wEs

As at As at
June 30, December 31,
2015 2014
20154 R20144F
6H30H 12H31H
(Unaudited) (Audited)
(K& (£2E5T)
Notes RMB’000 RMB’000
Bt AR¥For ARMEF T
TOTAL ASSETS LESS CURRENT  SE#EEAsa s
LIABILITIES 13,809,598 13,743,643
NON-CURRENT LIABILITIES FREEE
Borrowings =R 16 436,666 359,789
Trade and other payables B 5 R E AR FIR 15 2,103 2,178
Defined benefit obligations HEWRERE 316,150 327,650
Deferred tax liabilities BELETHIREE 1,782 438
Total non-current liabilities FREBAEEE 756,701 690,055
Net assets BEE 13,052,897 13,053,588
EQUITY =
Issued capital BEITRA 18 4,125,700 4,125,700
Reserves s 19 8,893,388 8,909,782
Total equity attributable to BAREEAELER
owners of the parent Az 13,019,088 13,035,482
Non-controlling interests FEIERER 33,809 18,106
Total equity B 13,052,897 13,053,588

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Changes in Equity - Unaudited

RS RES B R — REHFS

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

Attributable to owners of the parent

BARER AR
Statutory  Exchange Non-
Issued Capital surplus fluctuation  Retained controlling Total

capital reserve reserve reserve profits ~ Sub-total interests equity

BET tERH  EXRD FER

R&  ERfEE MR i REEN it B: ERAER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARETE ARETL ARBTR AREFL ARETL ARETT ARETT ARETR

At January 1, 2015 R201581A1A 4125700 3,307,044 701,362 5620 4,895,756 13,035,482 18,106 13,053,588
Profit for the period AERRN - - - - 8191 819,771 (49) 819,522
Other comprehensive income REEE A s
for the period
Exchange differences on translation BERINERY
of foreign operations ERER - - - (1,380) - (1,380) (498) (1,878)
Re-measurement gains on defined REhaszrE T
benefit plans, net of tax SR - 1R - - - - 1,350 1,350 - 1,350
Changes in fair value of an ARHEREAAE
avallable-for-sale investment £g) - 2,620 - - - 2,620 - 2,620
Total comprehensive income AEBEA NS
for the period - 2,620 - (1,380) 821,121 822,361 (47) 821,614
Capital contrioution from R R A
non-controling shareholders BREAN - - - - - - 16,450 16,450
Dividends payable to shareholders ERAATRRRE
of the Company - - - - (838755)  (838755) - (838755
At June 30, 2015 12015564308 4125700 3,309,664 701,362 4240 4,878,122 13,019,088 33,809 13,052,897
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Interim Condensed Consolidated Statement of Changes in Equity - Unaudited

RHIBAS T REEEER — K

=Zar

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

Attributable to owners of the parent

NG 2PN
Statutory ~ Exchange Non-
Issued Capital suplus  fluctuation  Retained controling Total
capital reserve reserve reserve profits  Sub-fotal  interests equity
BT EERH%  ERRE JERR
R ARREE NES e REEH Nt Bn  EREE
RMB'000  RMB'000  RMB000  RMB000  RMB000  RMB'000  RMB'000  RMB000
ANREFT AREFT AREFT AREFT ARETr ARETT ARETT ARETT
At January 1, 2014 01461 1R 4125700 3307149 510168 11273 3785335 11739625 16436 11,756,061
Profit for the period TR - - - - 1,087,626 1,087,626 (1389 1,086,237
Other comprehensive income AEEE A Y
for the period
Exchange differences on translation A E G5 EKH
of foreign operations ERES - - - (1,584) - (1,584) - (1,584)
Re-measurement gains on defined RElGETENET 2
benefit plans, net of tax s - ARk = = = = (8,910) (8910) 120 (8,790)
Total comprehensive income TEGAkEeE
for the perod - - - (1584 1078716 1077132 (1269 1075863
Capital contribution from a RE—BIERRRR
non-controling sharsholder BARA - - - - - - 1,750 1,750
Dividends paid to shareholders HFARTRENRE
of the Company = = = - (783883 (783,883 - (783,8893)
Divicends payable to non-controling ~ FERHBARZEHER
shareholders of subsidiaries RRARE - - - - - - (18 (18)
At June 30, 2014 01446308 4125700 3307149 510168 9689 4080168 12032874 16899 12049773

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited
PHISHSHE S RER — KREEF

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

Six months ended June 30,

BZ6A30H L~<EA
2015 2014
20155 20145
(Unaudited) (Unaudited)
(RIEEE) (REEE)
Notes RMB’000 RMB’000
Wi AREFT ANREFT
CASH FLOWS FROM REQEZHNHERE
OPERATING ACTIVITIES
Profit before tax: BRI AR 1,093,634 1,484,923
Adjustments for: HEIEE
Finance costs BITS R AR 7,513 2,386
Foreign exchange differences, net [ 5 =50 55 (19,380) (22,330
Share of profits and losses of an associate  fEfh —KEH &S A Bl A R EE = 33
Share of profits and losses of a joint venture Bli—RAECERENRER (285) -
Interest income FEWA 5(a) (259,673) (257,658)
Loss on disposal of items of BREWE  BE K&
property, plant and equipment BEREN: 0F LS 4 = 4,730
Loss on disposal of items of REREMENEEER
other intangible assets ioEEPS 4 76 -
Gain on disposal of an REAHHEREN KR
available-for-sale investment 4 (42) -
Net losses/(gains) on foreign currency forward RERINE A R R Al &8 55
exchange contracts and interest rate swaps Bk /(zs) B58 4 (30,107) 191,627
Depreciation nE 5(b) 17,040 17,848
Amortisation B 5(b) 20,482 21,165
Impairment losses/(reversal of impairment) REERE/CRERE) 5(b) (3,552) 61,057
825,706 1,508,781
Increase in inventories FEEN (92,824) (62,921)
(Increase)/decrease in amounts [ ER%E P RIE
due from contract customers (), mo 1,246,668 (979,306)
(Increase)/decrease in trade and EOPE T
other receivables (), mo 343,476 (979,291)
Increase/(decrease) in receipts in advance TBUHEE N, (D) 1,333,276 (1,493,664)
Increase/(decrease) in trade and B 5 R EMENTIE
other payables #m,/ i) (1,024,767) 1,879,940
Decrease in defined benefit obligations REWSEIRD (11,640) (4,910
Cash generated from operations REFHRSMA 2,619,895 (136,371)
Income tax paid BRATER (479,015) (422,7795)
Net cash flows from/(used in) mETHEL /(FTA)
operating activities HEEREFE 2,140,880 (659,146)
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited

A SHEE

MER — REFE

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

Six months ended June 30,

HZ6H30RE~EA
2015 2014
20155 20145
(Unaudited) (Unaudited)
(RIEEE) (REEE)
RMB’000 RMB’000
AREFT AREFT
CASH FLOWS FROM REREZHNEERE
INVESTING ACTIVITIES
Interest received BLG) 259,673 272,663
Purchases of items of property, REWE BEKXREER
plant and equipment (88,610) (117,243)
Proceeds from disposal of items BREWE  BEKEEER
of property, plant and equipment B FT1E 508 = 1,702
Proceeds from disposal of other REHMER BENMSIE
intangible assets 444 =
Proceeds from disposal of REAHHERENASHE
available-for-sale investments 238 -
Proceeds from disposal of RENBARIRENSHUE
investments in subsidiaries = 198,325
Proceeds from disposal of BEIERBRAELRNIG
an unquoted equity security P = 105,400
Proceeds from/(payments for) EE R HINES R R A &
settlement of forward exchange BERRETE /()
contracts and interest rate swaps 5,850 (12,068)
Payments for acquisition of land use rights BB + 3 E AR MHEZIE - (30)
Additions of other intangible assets NEHMEREE (728) (238)
Investments in a joint venture HEEEERNRE (50,000) =
Investments in an associate HEBENAEENRE (85,477) -
Placing of restricted deposits BHERHER (220,749) (305,007)
Proceeds from redemption of OISR 675 5308
restricted deposits 175,148 345,598
Placing of non-pledged time FHEEERREEH
deposits with original maturity of A=A EER
over three months when acquired EHIFER (5,106,123) (661,000)
Proceeds from redemption of EDEEENRARTHA
non-pledged time deposits with R = {E A rY K 4R
original maturity of over three EHGFAE R
months when acquired 3,784,277 1,860,525
Net cash flows from/(used in) REESEE /(FTA) &
investing activities RensFs (1,326,057) 1,688,627

China Machinery Engineering Corporation
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Interim Condensed Consolidated Statement of Cash Flow - Unaudited
PHISHSHE S RER — KREEF

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

Six months ended June 30,

HZ6H30ALE~EA
2015 2014
2015F 20145
(Unaudited) (Unaudited)
(REEEE) (REEHEET)
RMB’000 RMB’000
ARETFT AREFT
CASH FLOWS FROM RERMEZHNRERE
FINANCING ACTIVITIES
Proceeds from borrowings fEERERIE 112,646 298,205
Repayment of borrowings BELEE (176,933) (315,726)
Capital contribution from FEIER AR R B B ARIK A
non-controlling shareholders 16,450 1,750
Dividends paid ERRE = (31)
Dividends paid to non-controlling B Lol
shareholders = (18)
Interest paid BAFLE (7,513) (2,386)
Net cash flows used in financing METHMANE SRS
activities FE (55,350) (18,208)
NET INCREASE IN CASH AND BeRASESEYEMTE
CASH EQUIVALENTS 759,473 1,111,275
Cash and cash equivalents at FHNREFIREFEY
beginning of year 17,792,501 14,550,166
Effect of foreign exchange rate [EXREEMNEETH
changes, net (104,891) 24,738
CASH AND CASH EQUIVALENTS FRNEEREELEEY
AT END OF YEAR 18,447,083 15,686,179
ANALYSIS OF BALANCES OF RERRLEEWBEI
CASH AND CASH EQUIVALENTS
Cash and bank balances Be kBT 24,285,114 18,319,834
Pledged bank balances BRI TEH (345,836) (210,844)
Time deposits with original [RI6 S| AR B B B =8 A &9
maturity of over three months EHER (5,492,195) (2,422,811)
Cash and cash equivalents as stated RenExkmMiFEE R
in the statement of cash flows BeEEY 18,447,083 15,686,179
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

N

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

RETH RS M B RRMEE

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A
AAREFITR)

CORPORATE INFORMATION

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

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

On December 21, 2012, the shares of the Company became
listed on the Main Board of The Stock Exchange of Hong Kong
Limited (“HKSE”). On January 2, 2013, the over-allotment
option granted by the Company was fully exercised, thereby,
the Company issued and allotted an aggregate of 107,700,000
H shares at HKD5.40 each. Accordingly, a total of 10,770,000
domestic state-owned shares of RMB1.00 each owned by
China National Machinery Industry Corporation (“SINOMACH”)
and China United were converted into H shares on a
one-for-one basis and transferred to the National Council for
Social Security Fund of the PRC (“NSSF”). As at June 30,
2015, a total of 908,270,000 H shares were listed on HKSE.

In the opinion of the directors of the Company (the “Directors”),
the holding company and the ultimate holding company of
the Company was SINOMACH, which was established in the
People’s Republic of China.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

2.1 BASIS OF PREPARATION 2.1 RBEEE

The unaudited interim condensed consolidated financial
statements for the six months ended June 30, 2015 have been
prepared in accordance with International Accounting Standard
(“IAS”) 34 Interim Financial Reporting and the disclosure
requirements of the Rules Governing the Listing of Securities
on the Hong Kong Stock Exchange.

The unaudited interim condensed consolidated financial
statements do not include all the information and disclosures
required in the annual financial statements, and should be read
in conjunction with the Group’s annual financial statements as
at 31 December 2014. The interim condensed consolidated
financial statements are presented in Renminbi (“RMB”) and
all values are rounded to the nearest thousand, except when
otherwise indicated.

#H =2015F6 A30H k7~ E A /) &K 4L
FrT P HARS A O SRR B IR E R
2R ER ([HBEEE20]) $£345%
[FHII TSRS | REBBRIMES L
MARAMBEEREREE

REEFTPHAEHEHYBRERLT
BIEFEMBRRAERNEER
EEBES LEERAEEHZE
2014F12A31H IE M F E B & | &
—BFEE - P HIRRA A BRI IS IR R
ARE ([ARE]) 27| BRHEIEH
G FTESEYERERELTA -

22IMPACT OF NEW AND AMENDED 2.2 & R&EETEMRYB®REE
INTERNATIONAL FINANCIAL REPORTING AR E

STANDARDS

The accounting policies adopted in the preparation of the
unaudited interim condensed consolidated financial statements
are consistent with those used in the preparation of the
Group’s annual financial statements for the year ended 31
December 2014, except for the adoption of the new and
revised International Financial Reporting Standards (“IFRSs”)
as of 1 January 2015. The Group has not early adopted any
other standard, interpretation or amendment that has been
issued but is not yet effective. These new and revised IFRSs
do not impact the interim condensed consolidated financial
statements of the Group.

RBELRCET P HEAE T B®RE
AN BRAREAEREHE
2014F 12 A31 B L FENFEMIEH
FKATRAE S EREZE201551 A1
B ETEL AN 80 37 5T R A8 (& 5T B bR B 75 3
SR ([BBRE S HREZER ) BRIN o
REE S RIZATRMEAE b E B
BEARERDENRRBLISET - %E
I RISETBEBR MRS £ T g
FEAREBN T HALRRA I ISIRE -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG ES P RRME

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

22IMPACT OF NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

The nature and the impact of each amendment or interpretation
are described below:

Amendments to IAS 19 Defined Benefit Plans:
Employee Contributions

IAS 19 requires an entity to consider contributions from
employees or third parties when accounting for defined benefit
plans. Where the contributions are linked to service, they
should be attributed to periods of service as a negative
benefit. These amendments clarify that, if the amount of
the contributions is independent of the number of years of
service, an entity is permitted to recognise such contributions
as a reduction in the service cost in the period in which the
service is rendered, instead of allocating the contributions to
the periods of service. This amendment is effective for annual
periods beginning on or after 1 July 2014. This amendment
is not relevant to the Group, since none of the entities within
the Group has defined benefit plans with contributions from
employees or third parties.

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

REFTH RSO B RRMEE

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

22IMPACT OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Annual Improvements 2010-2012 Cycle
These improvements are effective from 1 July 2014 and the

Group has applied these amendments for the first time in
these interim condensed consolidated financial statements.

Rlpse (&)

2010F Z2012F BHI N F ERE

SN E2014FE7 A1B AR - M
AEBEATHEHEEHPTERERE
RERILEER]  Ehaft:

They include:
IFRS 2 Share-based Payment EFR BTSSR ERISE25R [ AR A E
BHAR

This improvement is applied prospectively and clarifies various
issues relating to the definitions of performance and service
conditions which are vesting conditions, including:

e A performance condition must contain service conditions

HHCEHARRER  LESEEBER
BRGRENRRERG R EENS
THE - 824 :

o  RIBKRHMABIEIRG I

e A performance target must be met while the counterparty o XRIBEBENENRRZHFIRHER
is rendering service TR EERK

e A performance target may relate to the operations or e XRIPFEBRAHEEENRA -—SEENRN
activities of an entity, or to those of another entity in the S ERBNEESEHEH

same group

e A performance condition may be a market or non-market
condition

° If the counterparty ceases to provide service during the
vesting period (regardless of the reason), the service
condition is not satisfied

The above definitions are consistent with how the Group has
identified any performance and service conditions which are
vesting conditions in the current interim period, and thus these
amendments do not impact the Group’s accounting policies.

o  RBGHRAIATHHIEN SR

s WXBHF (TwEHR) REB
MR E IR AR E‘JHE?‘%#

A bR BAEENIRITH HHEE
5l 18 57 BB {6k tF 0 (T 48 U B AR 745 1R 1
—BO UL EERHAKREN SR K
R BERMTZE -
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22IMPACT OF NEW AND AMENDED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Annual Improvements 2010-2012 Cycle (continued)
IFRS 3 Business Combinations

The amendment is applied prospectively and clarifies that all
contingent consideration arrangements classified as liabilities
(or assets) arising from a business combination should be
subsequently measured at fair value through profit or loss
whether or not they fall within the scope of IFRS 9 (or IAS
39, as applicable). This is consistent with the Group’s current
accounting policy, and thus this amendment does not impact
the Group’s accounting policy.

IFRS 8 Operating Segments
The amendments are applied retrospectively and clarify that:

e An entity must disclose the judgements made by
management in applying the aggregation criteria in
paragraph 12 of IFRS 8, including a brief description of
operating segments that have been aggregated and the
economic characteristics (e.g., sales and gross margins)
used to assess whether the segments are 'similar’.

e The reconciliation of segment assets to total assets is only
required to be disclosed if the reconciliation is reported to
the chief operating decision maker, similar to the required
disclosure for segment liabilities.

The Group’s operating activities are attributable to three
operating segments. These amendments have no impact on
the consolidated financial statements of the Group.

China Machinery Engineering Corporation
PEEEREIRZROERAT

Notes to the Unaudited Interim Condensed Consolidated Financial Statements
RETHHI RS SIS SRR M &

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

REFTH RSO B RRMEE

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

22IMPACT OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Annual Improvements 2010-2012 Cycle (continued)

IAS 16 Property, Plant and Equipment and IAS 38
Intangible Assets

The amendment is applied retrospectively and clarifies in IAS
16 and IAS 38 that the asset may be revalued by reference to
observable data by either adjusting the gross carrying amount
of the asset to market value or by determining the market value
of the carrying value and adjusting the gross carrying amount
proportionately so that the resulting carrying amount equals
the market value. In addition, the accumulated depreciation
or amortisation is the difference between the gross and
carrying amounts of the asset. The Group did not record any
revaluation adjustments during the current interim period.

IAS 24 Related Party Disclosures

The amendment is applied retrospectively and clarifies that a
management entity (an entity that provides key management
personnel services) is a related party and should be subject to
the related party disclosures. In addition, an entity that uses
a management entity is required to disclose the expenses
incurred for management services. This amendment is not
relevant to the Group as it does not receive any management
services from other entities.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG ES P RRME

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

22IMPACT OF NEW AND AMENDED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Annual Improvements 2011-2013 Cycle

These improvements are effective from 1 July 2014 and the
Group has applied these amendments for the first time in
these interim condensed consolidated financial statements.
They include:

IFRS 3 Business Combinations

The amendment is applied prospectively and clarifies the
exceptions to the scope within IFRS 3 that:

e Joint arrangements, not just joint ventures, are outside
the scope of IFRS 3

e  The exceptions to the scope apply only to the accounting
in the financial statements of the joint arrangement itself

The Group is not a joint arrangement, and thus this amendment
is not relevant to the Group and its subsidiaries.

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

REFTH RSO B RRMEE

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

22IMPACT OF NEW AND AMENDED 2.2 #E] R LIS FT B BR B 35 3R &5 2

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

Annual Improvements 2011-2013 Cycle (continued)

IFRS 13 Fair Value Measurement

The amendment is applied prospectively and clarifies that
the portfolio exception in IFRS 13 can be applied not only
to financial assets and financial liabilities, but also to other
contracts within the scope of IFRS 9 (or IAS 39, as applicable).
The Group does not apply the portfolio exception in IFRS 13.

IAS 40 Investment Property

The description of ancillary services in IAS 40 differentiates
between investment property and owner-occupied property
(i.e. property, plant and equipment). The amendment is
applied prospectively and clarifies that IFRS 3, and not the
description of ancillary services in IAS 40, is used to determine
if the transaction is the purchase of an asset or a business
combination. This is consistent with the Group’s current
accounting policy, and thus this amendment does not impact
the Group’s accounting policy.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG ES P RRME

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

2.3 C M {E & R 4 W2 B R B
A

R ==/

2.3 ISSUED BUT NOT YET EFFECTIVE IFRSS

AEBRNEFBRRALERAIAT
B R E R E R Z # 5T RAEIERTE

The Group has not applied the following new and revised

IFRSs that have been issued but are not yet effective, in its

financial statements.

IFRS 9

Amendments to IFRS 10,

IFRS 12, and IAS 28

Amendments to IFRS 10

and IAS 28

Amendments to IFRS 11

IFRS 14
IFRS 15

Amendments to IAS 1
Amendments to IAS 16

and IAS 38

Amendments to IAS 16
and IAS 41

Amendments to IAS 27

Annual Improvements
2012-2014 Cycle

Financial Instruments®
Investment Entities: Applying
the Consolidation Exception’

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

Accounting for Acquisitions of
Interests in Joint Operation’

Regulatory Deferral Accounts’

Revenue from Contracts with
Customers?

Disclosure Initiative’

Clarification of Acceptable
Methods of Depreciation
and Amortization’

Agriculture: Bearer Plants’

Equity Method in separate
Financial Statements’

Amendments to a number of
IFRSs’

U Effective for annual periods beginning on or after 1 January 2016

2 Effective for annual periods beginning on or after 1 January 2017

S Effective for annual periods beginning on or after 1 January 2018
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

REFTH RSO B RRMEE

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

2.3 ISSUED BUT NOT YET EFFECTIVE IFRSS
(CONTINUED)

The Group is in the process of making an assessment of the

impact of these new and revised IFRSs upon initial application.

Thus, the Group considers that these new and revised IFRSs

are unlikely to have a significant impact on the Group’s results

and financial position.

3. OPERATING SEGMENT INFORMATION

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

(@)

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

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

Other businesses: this segment mainly engages in
providing export-import agency services, exhibition
services, design services, tendering agency services and
logistics services.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

REBTH ISR S Ot R R MiaE
For the six months ended June 30, 2015 ¢ & Z=2015%6430H 1L/~ & A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

3. OPERATING SEGMENT INFORMATION

(CONTINUED)

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resources allocation and performance assessment.
Segment performance is evaluated based on reportable
segment profit/loss, which is a measure of adjusted profit/
loss before tax. The adjusted profit/loss before tax is measured
consistently with the Group’s profit before tax except that
shares of profits less losses of an associate and a joint venture,
interest income from bank deposits, finance costs related to
defined benefit plan, dividend income, fair value gains/losses
from the Group’s financial instruments as well as head office
and corporate income/expenses are excluded from such

measurement.

Segment assets exclude investments in an associate and a
joint venture, prepaid land lease payments, intangible assets,
deferred tax assets, time deposits, cash and cash equivalents,
equity investments at fair value through profit or loss, derivative
financial instruments and other unallocated head office and
corporate assets as these assets are managed on a group

basis.

Segment liabilities exclude defined benefit obligations, tax
payable, deferred tax liabilities and other unallocated head
office and corporate liabilities as these liabilities are managed

on a group basis.

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

then prevailing market prices.

China Machinery Engineering Corporation
PEEEREIRZROERAT

REDWER (&)

EEBEBERARELEDBHNE
o ABLE R D B MR A A M R
R NRRRIDBRBEAIHE 2 2 8
M,/ BRI EHERBA
B BB EER - KRER
A& A BB Ty B BUA KR & B R
BADE AT E - HEEEBE AR RE
LR ZEMNRER - RITERZF
BWA - BREWRSAEEE B
R BRBWA - AEEEHMTIAZ
RRaERER EEIARAE R EEK
AN/ RO TET AZEA -

DHMEETBERBERRANEED
E2RE  FANLHHEERR - B
BE RERBREE THHFEH R
e REREEFEEY RAAEFAERR
MERARE TEERMTAREMAK
DEBRMREXEE  WIIARZSE
BENSETLAERE -

DHABETBRERERSEES BN
BIE - ELERIR A E R E MR D AL AR
MREXAE  WITARZFREMN
SEFAERE -

EHWHNHERBE NS ERES
FEEFIRE 2 EE - REE TR
755 -



(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

3. OPERATING SEGMENT

(CONTINUED)

Notes to the Unaudited Interim Condensed Consolidated Financial Statements

REFTH RSO B RRMEE

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

(a) Segment revenue, results, assets and liabilities

INFORMATION 3.

REDWER (&)

AARESIR)

() ZHWA > K& -BERRKE

Six months ended June 30, 2015

EZ2015F6H30R L~ {EA

Construction Trading Other
contracts business businesses Total
BEAR EEESS Hir % &5t
(Unaudited)  (Unaudited)  (Unaudited) (Unaudited)
(REBEET) (REBET) (RISELT) (RISEZT)
RMB’000 RMB’000 RMB’000 RMB’000
ARE T AR®T AR®TFT AB¥FT
Segment revenue: ksl ONE
Sales to external customers HETFINERP 5,288,862 2,490,951 457,494 8,237,307
Intersegment sales AERREBA - 70,121 146,621 216,742
Reportable segment profit AHREDBBA 5,288,862 2,561,072 604,115 8,454,049
Reportable segment profit AHEDHRA 836,839 80,856 62,090 979,785
Finance income BHBHA 79,369 700 - 80,069
Finance expenses B 552 1,104 5,857 7,513
Depreciation and amortisation TEREE - - 1,431 1,431
Provision/(reversal of provision) REEERE
of impairment losses (Bfm)
— Trade and other receivables - B R EmRYGIR 14,271 (1,923) 1,502 13,850
- Amounts due from contract - BRAREFHIE
customers (17,402) - - (17,402)
Reportable segment assets AREDPEE 10,436,283 2,582,272 1,101,512 14,120,067
- Capital expenditure - BARY = - - -
Reportable segment liabilities AHESHEE 20,384,230 2,983,209 3,914,162 27,281,601
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REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

3. OPERATING SEGMENT

(CONTINUED)

INFORMATION

(a) Segment revenue, results, assets and liabilities

(continued)

3.

AARESIR)

REDWER (&)

(@ 7HBEA K& -BEREE

(%)

Six months ended June 30, 2014

BZ2014%6 A30B IE~E A

Construction Trading Other
contracts business businesses Total
BERR BHEHK Hin %% At
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REFEE) (REEFE) (K= (REE=E:)
RMB’000 RMB’000 RMB’000 RMB’000
AREFr  ARETT  AREFT AREF
Segment revenue: k-1 ONE
Sales to external customers HEFINDBRF 8,428,726 2,232,631 428,561 11,089,918
Intersegment sales D ERERA - 10,991 207,214 218,205
Reportable segment revenue A E 2 HRA 8,428,726 2,243,622 635,775 11,308,123
Reportable segment profit AHREAHEA 1,215,352 6,699 23,039 1,245,090
Finance income BBWA 102,892 - - 102,892
Finance expenses IBHZ 1,414 972 = 2,386
Depreciation and amortisation & L # - - 1,235 1,235
Provision/(reversal provision) WEBERE/
of impairment losses (BfERmE)
- Trade and other receivables — B 5 R E M e TR IE 61,184 21,102 2,225 84,511
- Amounts due from contract R =E
customers (23,454) — — (23,454)

1 02 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETPHI A S GBI SRR ML

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

3. OPERATING SEGMENT INFORMATION 3. REDIHEHE (&)
(CONTINUED)

(a) Segment revenue, results, assets and liabilities (@ 2HWA - ¥%E - EERERE
(continued) (#&)

Year ended December 31, 2014

BZE20145 12831 1LFE
Construction Trading Other
contracts business businesses Total
BERR BHEHB Hin %% At
(Audited) (Audited) (Audited) (Audited)

(B &et) (K Et) (KE&5t) (KEst)
RMB’000 RMB’000 RMB’000 RMB’000
ABETT  ARETT  ARETT  ARETT

Reportable segment assets ARESTDEE 12,139,043 2,407,238 955,169 15,501,450
- Capital expenditure - BARZ - - - -
Reportable segment liabilities ~ T % 5 HE & 20,607,119 2,675,310 3,763,442 27,045,871
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG ES P RRME

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

3. OPERATING SEGMENT INFORMATION 3. K&

(CONTINUED)

7 ERE R ()

(b) Reconciliation of reportable segment revenue, (b) THREDBWA > BF B

B BEEREBENHEE

profit/loss, assets and liabilities

For the six months
ended June 30,

HZ6H30H1E~EA

2015 2014
20155 20144
(Unaudited) (Unaudited)
(REEET) (REEEET)
RMB’000 RMB’000
AR#%F T AREFT

Revenue: WA
Reportable segment revenue Al RE D EULA 8,454,049 11,308,123
Elimination of inter-segment revenue 7 BB AU AL 85 (216,742) (218,205)
8,237,307 11,089,918

Profit: A
Reportable segment profit AR 5 30 5% F 979,785 1,245,090
Share of profits less losses of an associate &1k B 2 /A 5% A6 &5 18 - (33)
Share of profits less losses of a joint venture {5 & & 1 5 % AR & 18 285 =
Other income/(expenses), net Ha A/ (FAX) F8 1,293 (506)
Interest income from bank deposits KRB RITFEROFE WA 259,673 257,658

Interest cost recognised in respect of AL E SR KA

defined benefit retirement plans FERE T BB AX (6,420) (7,680)
Foreign exchange gains/(losses), net PE W kst (B518) B8 (104,891) 28,172
Depreciation and amortisation s I 5 (36,091) (37,778)
Profit before tax R B A 1,093,634 1,484,923

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

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

3. OPERATING SEGMENT

INFORMATION

3.

REFTH RSO B RRMEE

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

AARESIR)

RETHER (&)

(CONTINUED)

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

(b) MER/E D EU A > FEF B
E-EEREBHNYEER (&)

As at As at
June 30, December 31,
2015 2014
R2015%F 201445
6H30H 12H31H
(Unaudited) (Audited)
(REEEST) (F&2&ET)
RMB’000 RMB’000
AR¥F T AREFT
Assets: BE
Reportable segment assets AISRED I EE 14,120,067 15,501,450
Elimination of inter-segment 55 EB B e R T 4 8
receivables (3,698,408) (3,565,795)
10,421,659 11,935,655
Restricted deposits SRR I 1F 3 345,836 300,235
Time deposits with original maturity FIR BB EB =18 A
over three months m € Bi T 5X 5,492,195 4,170,349
Cash and cash equivalents HeMIREFEY 18,447,083 17,792,501
Property, plant and equipment Yz -~ BRE Ri&E 774,213 701,689
Prepaid land lease payments Taf bR E SR IE 1,724,795 1,745,088
Intangible assets EEEE 8,367 8,746
Interest in a joint venture REELENER 100,352 50,067
Interest in an associate AL D TR RERS 85,477 =
Deferred tax assets RIETIAE E 245,369 244,384
Other non-current assets HMIEREEE 249,191 246,778
Other unallocated assets BERnEEEE 60,137 27,850
37,954,674 37,223,342
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG ES P RRME

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

3. OPERATING SEGMENT
(CONTINUED)

(b) Reconciliation of reportable segment revenue,

profit/loss, assets and liabilities (continued)

INFORMATION 3.

AARESIR)

(b) I

REDWER (&)

EoMBA - BRE
B BEEREBNER (A)

As at As at
June 30, December 31,
2015 2014
20155 R20144F
6H30R 12H31H
(Unaudited) (Audited)
(REER) (F&&ET)
RMB’000 RMB’000
AR¥TFT AREFT

Liabilities: 8E&:
Reportable segment liabilities AmESEEE 27,281,601 27,045,871
Elimination of inter-segment payables 53 B FE (< SRIE 58 (3,698,408) (3,565,795)
23,583,193 23,480,076
Defined benefit obligations BREM SR 345,970 357,610
Tax payable FERTFRIE 105,844 309,762
Deferred tax liabilities EERIAEE 1,782 438
Dividends payable FERTAR B 838,755 =
Other unallocated liabilities EMARSEEBE 26,233 21,868
24,901,777 24,169,754

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

3. OPERATING SEGMENT
(CONTINUED)

INFORMATION 3. REQIER (&)

(c) Geographical information (c) HhEEEER

For the six months
ended June 30,

BZ6HA30HILAEA

2015 2014
2015% 20144
(Unaudited) (Unaudited)
(REHFET) (REEERT)
RMB’000 RMB’000
AR¥ T AREFT

Revenue from external customers RENFEFHEA
China (Mainland) e (REE) 1,743,978 1,621,675
Venezuela Z AL 1,527,565 834,413
Equatorial Guinea DIV R A 917,791 656,479
Argentina B 4R 2 877,514 -
United States ES1E 324,075 178,982
Pakistan EEHTE 319,340 149,536
Iraq FHI5T 270,425 3,527,294
Laos ik 197,592 76,373
Bangladesh = NHL 168,829 10,233
Thailand = 149,767 175,658
Others Hib 1,740,431 3,859,275
8,237,307 11,089,918

The revenue information above is based on the locations

of the customers.

A EWAE R THIZE P i &

7 e
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG ES P RRME

For the six months ended June 30, 2015 ¢ & Z=2015%6430H 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (f& S A FERAS) -

3. OPERATING SEGMENT INFORMATION

(CONTINUED)

(c) Geographical information (continued)

3.

AARESIR)

REDWER (&)

(c) HEEHER (&)

As at As at
June 30, December 31,
2015 2014
20155 720144
6H30H 12H31H
(Unaudited) (Audited)
(K& (FB&ET)
RMB’000 RMB’000
AR¥FT AREFT
Specified non-current assets BEFRBEE
Mainland China ellipNi173 2,553,949 2,457,553
Others HAith 7,357 8,307
2,561,306 2,465,860

The non-current asset information above is based on the
locations of the assets and excludes financial instruments
and deferred tax assets.

(d) Information about major customers

Revenues generated from two customers derived from
the construction contracts segment which individually
amounted to more than 10% of the Group’s revenue
for the six months ended June 30, 2015 were
RMB1,459,791,000 and RMB876,269,000, respectively
(for the six months ended June 30, 2014: one customer
RMB2,958,876,000).

China Machinery Engineering Corporation
PEEEREIRZROERAT

A ESERBEEEMIREERM
FEiEE Dy TERERTAR

BERAEE °
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

REFTH RSO B RRMEE

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

REVENUE, OTHER INCOME/(EXPENSES), NET

Revenue, which is also the Group’s turnover, represents the
net invoiced value of goods sold, after allowances for returns
and trade discounts; an appropriate proportion of contract
revenue of construction contracts; the value of services
rendered; and gross rental income received and receivable
from investment properties during the year.

An analysis of revenue, other revenue and other income/
(expenses), net is as follows:

AARESIR)

WA~ s A (FX) B

WA TRBN A S B i) & K88 0 $5F R4
BREERESTHNNECEERERF
B 2EAREIEARKA - Pritt
RBEEAREERERIZREDED
HEWALEEE -

7R g [ Mg A - B A R A
A/ (BI%) SB@AMMT -

For the six months
ended June 30,

HZE6H308 LA E A
2015 2014
20154 20144
(Unaudited) (Unaudited)
(REEE) (REEZEET)
Note RMB’000 RMB’000
HtaF AR% T AREFor
Revenue KA
Construction contracts ZiESRE 5,288,862 8,428,726
Trading business BSEW 2,490,951 2,232,631
Others At (1) 457,494 428,561
8,237,307 11,089,918
Other revenue Hlr A
Government grants B EL 1,293 867
1,293 867
Other income/(expenses), net Hapl A/ (BX) B8
Net losses on disposal of items of EEWE - BEK
property, plant and equipment RAETE B M E B F R = (4,730)
Net losses on disposal of other REHMELEER
intangible assets 518 55 (76) -
Net gain on disposal of an REAHEERERN
available-for-sale investment W %58 42 -
Net gains/(losses) on foreign EHISMNE S R K&
currency forward exchange H 2= 15 BR A
contracts and interest rate swaps W/ (BE) B8 30,107 (191,627)
Others Hit 8,215 5,600
38,288 (190,757)
Note: /}/jgf ;
(1)  Other revenue mainly represents revenue from the provision (1) EmkAXrZEREHEDORER

% BERERY  RERY - Rt
RS K D RIS B U A

of export-import agency services, tendering agency services,
exhibition services, design services and logistics services.
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

5. PROFIT BEFORE TAX 5. BRFADER

AEE BB EFE MG

The Group’s profit before tax is arrived at after charging/

(crediting): A)
(a) Finance income and finance expenses (a) BAREMR AR BA7&RE X
For the six months
ended June 30,
BZ6H30HL<EA
2015 2014
2015% 20144
(Unaudited) (Unaudited)
(REEST) (REEERT)
Notes RMB’000 RMB’000
k3 AR¥FT AREFT
Finance income on receivables  FEUE B ZIEM
from customers BEUA 80,069 102,892
Foreign exchange gains AN e 19,380 94,719
Interest income R B WA 259,673 257,658
Finance income B 359,122 455,269
Interest cost recognised in PLER T R 7S
respect of defined benefit R F B
obligations 6,420 7,680
Interest expenses on ARAENBHREE
borrowings wholly repayable MEENF SRX
within five years 6 7,334 2,386
Interest expenses on other HinfEEMF SR
borrowings 6 179 =
Bank charges and others RITE R RHEAM 3,292 5,397
Finance expenses B T B 2 17,225 15,463
Net finance income recognised RIE = TR
in profit or loss B IS UR A F 58 341,897 439,806

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

xR

Err PR S OB BRI

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

5. PROFIT BEFORE TAX (CONTINUED)

5. BRBiAIRR (&)

AARESIR)

(b) Other items (b) EfIEH
As at As at
June 30, June 30,
2015 2014
R2015%F 201445
6H30H 6A30H
(Unaudited) (Unaudited)
(RS (REEHEET)
RMB’000 RMB’000
AREFT AREFT
Amortisation B
- Prepaid land lease payments — ENHEERIE 19,895 19,994
— Intangible assets —\BmEEE 587 1,171
20,482 21,165
Depreciation e
- Property, plant and equipment —E - WEKERE 16,086 16,751
— Investment properties —REMEE 954 1,097
17,040 17,848
Impairment losses/(reversal of REEER CRERE)
impairment) on
— Trade and other receivables — B 5 NHE i EUFIE (59,422) 84,511
— Amounts due from contract — BREREBFHIE
customers 55,870 (23,454)
(3,552) 61,057
Operating lease charges KEHEER
— Lease of properties —HEMZE 15,105 10,902
- Lease of other assets —HEEMEE 324 249
15,429 11,151
Cost of goods sold 723 i 88 5 B AR 2,301,899 2,006,049
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R EFTHHEAS SRR R
For the six months ended June 30, 2015 o & 2201563308 1F/~1@8 A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

6. INTEREST EXPENSES ON BORROWINGS 6. BENFERX
An analysis of interest expenses on borrowings is as follows: BENMERZ ST

For the six months
ended June 30,

BZ6H30HL<EA
2015 2014
2015% 20144
(Unaudited) (Unaudited)
(REEST) (CREEERT)
RMB’000 RMB’000
AR¥FT AREFT

Interest on bank loans and overdrafts ARAFRNEEEED

wholly repayable within five years RITERRBELZFE 7,334 2,386
Interest on other loans HAaBE A B 179 =
7,513 2,386

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

RESETTPHIRT A S Gt B R IR MY
For the six months ended June 30, 2015 ¢ & Z=2015%6 4308 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

INCOME TAX

Pursuant to the relevant laws and regulations in the PRC, the
statutory enterprise income tax rate of 25% is applied to the
Group for the six months ended June 30, 2015 and 2014,
except for one subsidiary of the Group which was entitled
to the preferential tax rate of 15% (2014: 15%) because it is
recognised as high and new technology enterprise by the local
governments in the PRC.

Hong Kong profits tax has been provided at the rate of 16.5%
(2014: 16.5%) on the estimated assessable profits arising
in Hong Kong during the year. Taxes on profits assessable
elsewhere have been calculated at the rates of tax prevailing
in the countries (or jurisdictions) in which the Group operates.

Fri&®t

BEFEBEERRER  AEER
#H E2015%F K2014FE6A30H It 7
BMAERANECECEMSHEXAR
25% * RSB/ —KME A R EE
B 5 R RE A T 2w
BEHEZ H15% (20145 : 15%) K&
HHEERIN -

EBNNEHR I FERNEEBELED
& 5T B &R 7 0 7 1%£16.5% (20144F ¢
16.5%) KT RIZHE - RE b= )
ERAE RN EHLEENBER
(R ANEHER) M AR R ERHIE o

For the six months
ended June 30,

BZ6H30HL<EA
2015 2014
2015% 20144
(Unaudited) (Unaudited)
(REHEFET) (REEEET)
RMB’000 RMB’000
ARETFT AREFT
Current income tax — Mainland China BIHAPTIS L — A B K RE 271,840 491,576
Current income tax — Hong Kong BEAFREHE — B 3,199 =
Current income tax — Others BIERFRIS T — HAb 58 6,129
Deferred income tax RIEFTS T (985) (99,019)
Total tax charge for the period RNEARIFRIE S (K 4258 274,112 398,686
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEFTP RS U B RRMEE

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

7. INCOME TAX (CONTINUED) 7.

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

FRiG®t (&)

BARE REKZ W E R R PTEMR
BR (LrA#ERE) fOEERERFHE L
B A B gt A8 R 2 B TR B 2 B B R
MERFFE 2 BIRFA A EERIN T

For the six months
ended June 30,

BZ6H30H LA A
2015 2014
20154 20144
(Unaudited) (Unaudited)
(REHFET) (REERT)
RMB’000 RMB’000
AR¥FTT AREF T
Profit before tax BR B A a7 1,093,634 1,484,923
Tax at the statutory tax rate RAEMREFEHHIA 273,409 371,047
Lower tax rate(s) for specific provinces BEAMSMAER
or enacted by local authority HlE I ER R = (940) (6)
Income not subject to tax AR A 71 (8)
Expenses not deductible for tax AR 1,572 19,666
Tax effect of deductible temporary RIER AN E R EZREH
differences not recognised HIETE - 7,805
Others HAt - 182
Tax charge at the Group’s effective rate BAREBERRETERN
MBS H 274,112 398,686
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

8. EARNINGS PER SHARE ATTRIBUTABLE 8.
TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of basic earnings per share amount is based on
the profit for the six months ended June 30, 2015 attributable
to ordinary equity holders of the parent, and the weighted
average number of 4,125,700,000 (six months ended June
30, 2014: 4,125,700,000) ordinary shares.

The calculation of basic earnings per share is based on:

BEEREAREERSEREEA
NEREAEF

FREREF THEE £20156F6H30
HIEAEAGBRE AR T BERRE
B A ) R AR A 0 19 &
4,125,700,000% (% 2201446 H30
B 1t 75 {8 A : 4,125,700,0008%) &t

sty

H o
ZAr

BREABNIZTIISEFE

For the six months
ended June 30,

BZ6H30H LB B
2015 2014
2015%F 20144
(Unaudited) (Unaudited)
(REET) (CREEEET)
RMB’000 RMB’000

ARE T AE®TFT

Earnings |
Profit attributable to ordinary equity FTEGREARABRAR
holders of the parent used in the )N SYNCIE=S 5L 20
basic earnings per share calculation FB AR5 T 819,771 1,087,626
Number of shares
RS E
For the six months
ended June 30,
B Z6H30H LEA
2015 2014
20154 20144
Thousands Thousands
shares shares
F iz Fh&
Shares &
Weighted average number of ordinary STEEREREFTEA
shares in issue during the year FRNEBRITEBRIRA
used in the basic earnings Dok
per share calculation 4,125,700 4,125,700
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

9. PROPERTY, PLANT AND EQUIPMENT 9. M¥ - BRERRZHE

#H Z=2015F6A30H ILENEA - A&
EREDE - BERREOXERA
R ™88,610,0007T (&, £2014%6A
30R IE/~E A - AR #128,202,000
JL) ° & 220154 K2014%6H30H
WERER » AREEWEFEEEREAN
ME - BEREREEE -

During the six months ended June 30, 2015, the Group
acquired property, plant and equipment with a cost of
RMB88,610,000 (six months ended June 30, 2014:
RMB128,202,000). No material items of property, plant and
equipment were disposed of during the six months ended June
30, 2015 and 2014.

10. PREPAID LAND LEASE PAYMENTS 10. At L EEFKIE

BN BAERBREARERLR T
B AP ) - b 2 - b (55 FR A P ST AN Y

Prepaid land lease payments mainly represent land use right
premiums paid by the Group for land located in Mainland

China. HES o
11. INVENTORIES 1. £

As at As at
June 30, December 31,
2015 2014
R2015%F 201445
6H30H 12H31H
(Unaudited) (Audited)
(RS (&=
RMB’000 RMB’000
AR¥ T AREFT
Goods in transit EREm - 21
Entrusted processing materials ZEMITYE 250,065 145,682
Finished goods Y% T 97,494 108,208
Others Hih 5,244 6,068
352,803 259,979

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

REFTH RSO B RRMEE

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

12.AMOUNTS DUE FROM CONTRACT 12. ERWEREFRIE
CUSTOMERS

As at As at

June 30, December 31,
2015 2014
R2015%F 201445
6H30H 12H31H
(Unaudited) (Audited)
(RE&ES) (F&&t)
RMB’000 RMB’000

ARETFT ARETT

Gross amounts due from contract e A R 3R IB B
customers
- Current portion — REE D 1,609,326 2,745,274
— Non-current portion — JEmBIEE D 2,605,149 2,698,467
4,214,475 5,443,741
Contract costs incurred plus S B EESRKAN
recognised profits less B W= AR
recognised losses to date BREREE 71,202,333 67,045,389
Less: Progress billings o HEE IR 66,987,858 61,601,648
4,214,475 5,443,741
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

13. TRADE AND OTHER RECEIVABLES 13. E5 R E MBI

As at As at
June 30, December 31,
2015 2014
720155 20144
6H30H 12H31H
(Unaudited) (Audited)
(REEE) (& 25T
Notes RMB’000 RMB’000
k=3 ARETF T AREFT
Bills receivable M =5 35,299 43,576
Trade receivables B 5 e RIE 3,767,822 4,378,251
Less: Allowance for doubtful debts ¥l : FREREHE (b) (557,182) (543,343)

Trade and bills receivables B 5 RBGRIA R (@)
e 3,245,939 3,878,484
Advances to suppliers HEETE R 1,408,840 1,011,211
Other receivables H fth pE U Zh18 1,111,786 1,175,610
Prepayment, deposits and others AR - e kEM 200,172 246,266
Less: Allowance for doubtful debts & : RERE/E (b) (62,134) (62,123)
1,249,824 1,359,753

Portion classified as DEAERBEE

non-current assets Eok=ibe) (67,132) (70,375)
Current portion meEL (e),(f) 5,837,471 6,179,073

1 1 8 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

13. TRADE AND OTHER RECEIVABLES
(CONTINUED)

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

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

13. EZ R EMEWRIER (&)

(a)

R 2 AT

RIFZHZEH RBEEHRNE
2 FE MU IR B B M 3R B A B

BB DTN -
As at As at
June 30, December 31,
2015 2014
R2015%F 201445
6H30H 12H31H
(Unaudited) (Audited)
(Ri&EE) (Fz&&t)
RMB’000 RMB’000

ARETFT ARETT

Within 3 months 31E AR 946,446 1,938,313
3 months to 6 months 31E A =61E A 578,522 511,708
6 months to 1 year 618 A =14 971,391 554,783
Over 1 year 1F A E 749,580 873,680

3,245,939 3,878,484

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

ETEBNESHEHNTP A E
ERG—SEEEER - BTFHET
EBEFPNEERRERNER
BIRBILIHE - UHINBEE
AR - BTESZEBEFPNEE
H—ROR=2/EAH  BKRE
BE-RNETRYE180A N
BH -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
RETHHI RS SIS SRR M &

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

N

13. TRADE AND OTHER RECEIVABLES

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

(CONTINUED)

(b) Impairment of trade and other receivables

The movements in provision for impairment of trade

AARESIR)

13. EZ R EMEWRIER (&)

(b) EZKHtEEEERE

B 5 I WK R B H b W RUR

receivables and other receivables are as follows: BERENEHHT
As at As at
June 30, December 31,
2015 2014
R2015%F 20144
6H30H 12H31H
(Unaudited) (Audited)
(REEST) (4 =ET)
RMB’000 RMB’000
AR¥FT AREFT
At January 1 ®1A1H 605,466 518,630
Impairment losses recognised B R R EE 18 4,177 150,411

Transfer in from amounts due EEPREKEREFEFRIR

from contract customers 73,272 149,486
Impairment losses reversed B e /YR B & 18 (63,599) (195,570)
Amount written off as uncollectible 88 AT UK B & & B8 = (17,491)
619,316 605,466

China Machinery Engineering Corporation
PEEEREIRZROERAT



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

13. TRADE AND OTHER RECEIVABLES
(CONTINUED)

(c) Trade and bills receivables that are not impaired
The ageing analysis of the trade and bills receivables

that are not individually nor collectively considered to be
impaired is as follows:

13. EZ RHEMBWRE (&)
(c) RBENEZEWRRERER
RE

BAEBTARBRASRENE
2 FE W IR I R W SR8 B Bk i 0

HiBUNE
As at As at
June 30, December 31,
2015 2014
20155 20144
6 H30H 12H31H
(Unaudited) (Audited)
(REEET) (r8z&5t)
RMB’000 RMB’000

ARETFTT ARETT

Neither past due nor impaired N IRl ) P N R 1,456,541 1,369,427
More than 1 year past due BHAF LA £ 12,150 28,494
1,468,691 1,397,921

Receivables that were neither past due nor impaired relate
to a large number of diversified customers for whom there
was no recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience,
the management believes that no impairment allowance
is necessary in respect of these balances as there has
not been a significant change in credit quality and the
balances are still considered fully recoverable.

BE 7K 280 2 7T AR R (B HY B LA R0 £
AT EAD B HE R ALk 2 B 0 X
EFHRE -

=

18 A8 30 AR OR (B A FE WK IR B %
FEURFPAR REELAKE
ERREMERRLE - REBHE
KE AR EEEIEYEERE
1t B F AR HAR 73 R 2B 2l
Bl MEREBHREEANLESE
ERIEHURE R -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o & 2201563308 1F/~1@8 A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

13. TRADE AND OTHER RECEIVABLES 13. EZ NREMEWRIE (&)

(CONTINUED)

(d) The amounts due from the related parties (d EWAEBERELTRE (GTA
of the Group included in the trade and other ESREMEWRE) 2470
receivables are analysed as follows: T

As at As at

June 30, December 31,

2015 2014

R2015%F 20144

6H30H 12H31H

(Unaudited) (Audited)

(REEST) (#&EET)

RMB’000 RMB’000

AR#¥FT AREFT

Fellow subsidiaries CEN)=YNS) 13,445 19,638

These balances are unsecured, non-interest-bearing and REHEBBEER - TR ELIZ

repayable on similar credit terms to those offered to the AR AEBEERFEREN
major customers of the Group. EEHERE -

(e) As at June 30 2015 and December 31 2014, none of the (e) M2015%F6H30H K2014F12 A
Group’s borrowings were secured by the Group’s trade 318 AEERMEEERAEE
receivables. HE 5 FEUGRIAIE AR -

1 22 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 ¢ & Z=2015%6 4308 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

14. CASH AND CASH EQUIVALENTS AND 14 BENBEEEBEYREEARE

PLEDGED DEPOSITS EN
As at As at
June 30, December 31,
2015 2014
R2015%F 201445
6H30H 12H31H
(Unaudited) (Audited)
(RS (#&2|ET)
RMB’000 RMB’000
AR#%F T AREFT
Cash and bank balances ReREEFEY 24,285,114 22,263,085
Less: Pledged deposits B BIEFER 345,836 300,235
Cash and cash equivalents in the REHIERIRNIRE R
consolidated statement of REEEY
financial position 23,939,278 21,962,850
Less: Non-pledged time deposits with B BERRBEEEA
original maturity of over three ={E A LR
months when acquired AT HER 5,492,195 4,170,349
Cash and cash equivalents in the R ERRARREHE S
statements of financial position and MEXRNASME®
in the consolidated statement ZEY
of cash flows 18,447,083 17,792,501

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

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

ARBEAATEHEMEKEMERE - A
i AR BRRE COMNEE RG] K
(BE  EERNEETEMRE)  AK
B 7] R R AR R HNE XA IRTT
BMARE LR EMER -

RITRSEET ARITERAN R ZES
MERFE - AT BRFERNFRAN
F-AE=@A "I KENAE
Re®mKMmE  TIRABEHTEHTF
ARG R - |RITEBREERFR
FRANOCHEERCHEAEER DN
RTT e
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

REETTHHIB A S St R SRR
For the six months ended June 30, 2015 ¢ & Z=2015%6430H 1L/~ & A
AARETR)

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

15. TRADE AND OTHER PAYABLES

15. E5 K E BN

As at As at

June 30, December 31,

2015 2014

20154 A20144

6H30H 12H31H

(Unaudited) (Audited)

(REEEE) (25T

RMB’000 RMB’000

AR¥ T ARMEFor

Bills payable EREE 26,197 43,338
Trade payables =) AE e 11,173,769 12,346,341
11,199,966 12,389,679

Dividends payable FERTAR B 838,755 =
Accrued salaries, wages and benefits EitEe - TEKMEA 709,274 691,513
Other taxes payable H b fE A FR IR 21,953 125,244
Other payables o FE T FRIE 655,859 530,061
Derivative financial instruments PTESRTA 17,686 29,748
13,443,493 13,766,245

Less: Portion classified as current liabilities & @ DA ATEEBENZH 13,441,390 13,764,067
Non-current portion EREE o 2,103 2,178

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

Err PR S OB BRI

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

15. TRADE AND OTHER PAYABLES (CONTINUED)

An ageing analysis of the bills payable and trade payables as

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

15. EZ R EMENRIER (&)

REZZEH RREEHRNELR

BREFENBRRNFRHROTOT -

is as follows:
As at As at
June 30, December 31,
2015 2014
R2015%F 201445
6H30H 12H31H
(Unaudited) (Audited)
(R&EE) (F&&t)
RMB’000 RMB’000
AREFTT ARETFT
Within 3 months 3ME A AR 2,433,721 3,886,171
3 months to 6 months 31E A =61E A 1,211,764 1,323,633
6 months to 1 year 6fE H =14 1,916,689 3,168,021
Over 1 year 1F A+ 5,637,792 4,011,854
11,199,966 12,389,679

The amounts due to the related parties of the Group included

in the trade payables are analysed as follows, which are

unsecured, interest-free and have no fixed terms of repayment:

ENANEEEE T HIR GTAESE
NHIE) DIFTWAT - ZERBREE
&~ 2B BIWEEFERY

As at As at
June 30, December 31,
2015 2014
R2015%F 20144
6H30H 12H31H
(Unaudited) (Audited)
(Ri&ES) (fz&5t)
RMB’000 RMB’000
AREFTT ARETFT
China National Machinery Industry R TR S E AR A A
Corporation 2,049 2,000
Fellow subsidiaries CEIMYNS) 939,680 1,086,503
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

AARESIR)

16. BORROWINGS 16. £ &
As at June 30, 2015 As at December 31, 2014
#2015%6 A 30H 20145127318
Effective Effective
interest rate Maturity (Unaudited) interest rate Maturity (Audited)
ERAI= HEA  CGREHET) BRAI= FEA (%)
(%) RMB’000 (%) RMB’000
AR®F NEEFT
Current HE
Short term bank loans: RHIRITER
- Unsecured — EER 0.5-6.16 2015 7,252  3.15-6.33 2015 4,325
- Secured - BER 5.6 2015 20,000 5.6 2015 129,213
Current portion of long REARTEZMN
term bank loans: nEEs
- Secured - BER 2.33  2015-2016 37,326 2.33 2015 72,204
64,578 205,742
Non-current Ei)
Long term bank loans: RERITER
- Unsecured — EER 0.06-6.15  2017-2022 107,460  1.25-6.15  2017-2022 106,031
- Secured —BER 235 2016-2017 329,206  2.33-2.35 2016-2017 253,758
436,666 359,789
501,244 565,531

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

16. BORROWINGS (CONTINUED)

16. 58 (&)

Bank loans repayable EEZERITER
As at As at
June 30, December 31,
2015 2014
H2015F R20144F
6H30H 12H31H
(Unaudited) (Audited)
(REEE) (KT
RMB’000 RMB’000
AR¥ T AREToT
Analysed into: DA
Within one year —F A 64,578 205,742
In the second year F_F 329,206 256,204
In the third to fifth years, inclusive FE=FEERF
(REERME) 104,063 100,000
Above five years HFELAE 3,397 3,585
501,244 565,531
Note: B
(a) As at June 30, 2015, certain borrowings of RMB20,000 thousand (a) HM2015F6H30H ' EFEEARK

(December 31, 2014: RMB25,000 thousand) were secured by the
Group’s property, plant and equipment and restricted deposits.

As at June 30, 2015, certain borrowings of RMB329,206 thousand
(December 31, 2014: RMB252,839 thousand) were guaranteed
by the Company and China Export & Credit Insurance
Corporation.

As at June 30, 2015, certain borrowings of RMB37,326 thousand
(December 31, 2014: RMB173,122 thousand) were secured by
the Group’s restricted cash deposits.

As at December 31, 2014, borrowings of RMB4,213 thousand
were secured by outward documentary bill, and at June 30,
2015, such borrowing was nil.

20,000 7T (2014128310 : ARE
25,000F ) AAEBENME - BRE
BB R R HFRIEBER o

M2015466H308  BTHEEARE
329,206F T (20145128318 : A
R #252,839F L) AAR A K H
0= AR A BHEER -

M2015466 308 BTHEEARE
37,326T 7T (20145128318 : A
R#173,122F jt) A AN & B 2R Hl
WEFRIERIER

M20145F12A31H B & A R #
4,213F ol H O IRIEE A IKHH - M
M2015%6 8300 - AEEEAZ -
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

17. OTHER NON-CURRENT ASSETS

AARESIR)

17. HttERBEE

As at As at
June 30, December 31,
2015 2014
20154 R20144F
6H30H 12H31H
(Unaudited) (Audited)
(REEET) (#&&ET)
RMB’000 RMB’000
AR¥ T AR For
Available-for-sale investments A EERE
Listed equity investments, at fair value ETRERE BRARE
Hong Kong B 2,904 2,190
Shanghai = 8,156 6,251
11,060 8,441
Unlisted equity investments, at cost JELETHIRIERE - R 238,131 238,337
249,191 246,778
18. ISSUED CAPITAL 18. B BITHRA
As at As at
June 30, December 31,
2015 2014
20155 20144
6H30H 12H31H
(Unaudited) (Audited)
(REEES) (K2R ET)
RMB’000 RMB’000
AR¥ T AREF T
Ordinary share, issued and fully paid BT REE R E R
Domestic shares of RMB1.00 each HlEARE1.00THIRE K 3,217,430 3,217,430
H shares of RMB1.00 each HE A RE1.00THIHR 908,270 908,270
4,125,700 4,125,700

There was no movement of issued capital during the six

months ended June 30, 2015 and the year
31, 2014.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

19. CAPITAL AND RESERVES

(a)

(b)

Dividends

() Dividends payable to shareholders of the Company
attributable to the interim period. The Directors do
not recommend the payment of any interim dividend
for the six months ended June 30, 2015 (six months
ended June 30, 2014: nil).

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

On June 29, 2015 upon the approval at the annual
general meeting, the Company declared final dividend in
respect of the financial year ended December 31, 2014 of
RMBO0.2033 per share, with total amount of approximately
RMB838,754,810 (2013: RMB783,883,000).

Reserves

The amounts of the Group’s reserves and the movements
therein for the current and prior periods are presented in
the consolidated statement of changes in equity on pages
85 to 86 of the financial statements.

19. EXE %15

(a)

(b)

RE

() MERAREMRES R E
ERE - EFWTEZRTE
£2015%6 8308 LE /<@ A
B A R HA AR B (B 2
2014F6H30H LE /<& A :
).

(iy ERARRRE_E—PERF
& (A BB B ) 1S
=

201546 A298 £ Ik R A &
A LERERE  ARREIR
A B H =2014F12A318 1k
HREEMNREBRESRAR
#0.20337T * BEHN /AR
838,754,8107T (2013F : A K
#783,883,0007T) °

E3]

2 S B AN BARE KB 1 B 0 8
BERMEZHRPBERENT
BoEBBEMAHEREHRANZE
5]
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (Bk %28 sERHS) -

20. OPERATING LEASE ARRANGEMENTS

(a) As lessor

The Group leases its investment properties under
operating lease arrangements, with leases negotiated for
terms ranging from 1 to 5 years. The terms of the leases
generally also require the tenants to pay security deposits
and provide for periodic rent adjustments according to the

then prevailing market conditions.

At June 30, 2015, the Group had total future minimum
lease receivables under non-cancellable operating leases
with its tenants falling due as follows:

AARESIR)

20. FEHERH

(a) EREBAA

AEERBEEHELTHHEER
BREWE  ZEHEHANF—ER
FoHERR-—RIFERBELX
NREZLRREAREERTR

R201566 A30H @ NEE R IE
b e VA R NI 6o F N

2 H e Wm0 R R AR AR & AR B N

T
As at As at
June 30, December 31,
2015 2014
M2015% 20144
6 H30H 12H31H
(Unaudited) (Audited)
(REEERT) (fez&5t)
RMB’000 RMB’000
AREFTT AREFT
Within one year —FE PR 12,041 11,872
In the second to fifth years, inclusive - FEFRHF
(RREEEMSE) 11,102 8,661
23,143 20,533

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

20. OPERATING
(CONTINUED)

LEASE ARRANGEMENTS 20. REHEEZH (£F)

(b) As lessee (b) fEAEEA
AEEBRBEEEHETHARS
FHRAEMERBAERE - %F
MENZERPN T —ZERHF -

The Group leases certain of its office properties and office
equipment under operating lease arrangements. Leases
for properties are negotiated for terms ranging from 1 to
5 years.

R201546 308 @ NEE R IE
TR RS E SR A Ay R
REEAESLFENT

At June 30 2015, the Group had total future minimum
lease payments under non-cancellable operating leases
falling due as follows:

As at As at

June 30, December 31,

2015 2014

M2015% 20144

6H30H 12H31H

(Unaudited) (Audited)

(RS (JEE=5T)

RMB’000 RMB’000

AR¥FTT AREFT

Within one year —F R 14,826 14,886
In the second to fifth years, inclusive =~ -FEFERHF

(BIEEREMF) 16,382 16,442

31,208 31,328
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETTHHAG RS RIS R R M

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

21. COMMITMENTS 21. &g
In addition to the operating lease commitments detailed in note i _E SR 7E20(o) 5 2l 1) 4% & 7 & A E
20(b) above, the Group had the following capital commitments Hh  REBERBEEHREEATER
at the end of the reporting period: EIE
As at As at
June 30, December 31,
2015 2014
R2015%F 201445
6H30H 12H31H
(Unaudited) (Audited)
(Ri&EE) (Fez&&t)
RMB’000 RMB’000

ARE T ARETT

Contracted, but not provided for: ERTHB R B -

Land and buildings TH RIEF 793,773 800,001
Authorised, but not contracted for: EREBRETA :

Land and buildings T RAEF 1,152,410 1,187,588

1,946,183 1,987,589

1 32 China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

22. RELATED PARTY TRANSACTIONS 22. BBEEE RS
(a) In addition to the transactions detailed elsewhere in (a) Bt FPEHRR E Ao Ful iy
these financial statements, the Group had the following RN REBRFERNERES
transactions with related parties during the year: BHEITATRS -
(b) In the opinion of the Directors, the transactions below (b) EERB - NIIRZTIRAEE
were conducted in the ordinary course of business of —BEBBEPRBEAREEEA
the Group and are in accordance with the terms agreed a7 3 E AR TETT ¢

between the Group and its related parties:

For the six months
ended June 30,

B Z6H30H L ~EA
2015 2014
20154 20144
(Unaudited) (Unaudited)
(REHFET) (REERT)
RMB’000 RMB’000

ARE T AEETFT

Receipt of engineering services BEXRER TIEFH

and products from Ti2RR7S M EE fh

- Fellow subsidiaries — REWBAF 266,218 886,100
Provision of integrated services to M T3 & 5 R AR A RS

— Fellow subsidiaries — RRHNBAF] 21,586 2,261
Net deposit placed with NIyl 0k E R/ OF: 2]

— A fellow subsidiary - —RARMBAF] 1,041,583 178,790
Interest income received from WE T 51 75 B9 FLE A

- A fellow subsidiary - —RKRARMEBERAE 19,807 16,858
Lease expenses paid to AT HHEESER

- A fellow subsidiary — —XRARMBEAA - 105

Interim Report 2015
“E-AFHhHRE 133



Notes to the Unaudited Interim Condensed Consolidated Financial Statements

R EFTHHEAS SRR R
For the six months ended June 30, 2015 o & 2201563308 1F/~1@8 A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

22. RELATED PARTY TRANSACTIONS

(CONTINUED)

(c) Outstanding balances with related parties:

22. BBEEA RS (48)

(c) EAMETS A REREE

As at As at
June 30, December 31,
2015 2014
R2015%F 20144
6H30H 12H31H
(Unaudited) (Audited)
(REHFET) (JE=5T)
RMB’000 RMB’000
AR¥FT AREFT
Cash deposits placed with RT3EFHE TR
- A fellow subsidiary ——XRARMBAF 1,766,826 725,243
Trade and other receivables RTINS FTNE S R
due from H Ath pE Y SR IE
— Fellow subsidiaries — [A R E A A 13,445 19,638
Receipts in advance from B T 51 75 W H T R IR
- Fellow subsidiaries — R ZEKE A F] - 286
Trade and other payables due to RIS TS HOE S R
H i fE - 5/
- SINOMACH — [ 2,049 2,000
- Fellow subsidiaries — R RKE A A 939,680 1,086,503
Prepayment to TE T3 75 IR
— Fellow subsidiaries — BARWBAF] 164 7,226

Note:

Except for the balances of cash deposits placed with a fellow

subsidiary which accrue interest at relevant market rates, the

balances due from related parties are unsecured, interest-free

and have no fixed terms of repayment.

China Machinery Engineering Corporation
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETPHI A S GBI SRR ML

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

22. RELATED PARTY TRANSACTIONS (CONTINUED) 2. BEEAERS (&)

AARESIR)

(d) Compensation of key management personnel of (d XEEETEEEASNEHH :

the Group:

For the six months
ended June 30,

HZ6H30HLEA~EA
2015 2014
2015% 20144
(Unaudited) (Unaudited)
(REEST) (REEERT)
RMB’000 RMB’000
ARETFT AREFT
Short term employee benefits HHEBRA 4,724 4,108
Post-employment benefits BEEL 2 1R A 229 169
Total compensation paid to MEZEEABZNH
key management personnel E= A ok 4,953 4,277
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEFTP RS U B RRMEE

For the six months ended June 30, 2015 ¢ & Z=2015%6430H 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (f& S A FERAS) -

AARESIR)

23. FINANCIAL INSTRUMENTS BY CATEGORY 23. ZERETHNEMITE
The carrying amounts of each of the categories of financial EHeBmTARRERROERMEN
instruments as at the end of the reporting period are as s
follows:
Available-
for-sale
financial Loans and
assets receivables Total
AHEEHE BERR
SREE EWHE #st
June 30, 2015 RMB’000 RMB’000 RMB’000
201556 H30H ARMFT AR¥FT AR¥TFT
Other non-current assets HibIEmEN & EE 249,191 - 249,191
Amounts due from contract customers FEW & [R5 P 5UIE - 4,214,475 4,214,475
Financial assets included in trade and FTAE S R EA R
other receivables FIEM S REE - 4,525,763 4,525,763
Restricted deposits PR H 77 3K - 345,836 345,836
Time deposits with original maturity RIAE|HE A Bim = 1A
over three months REE B H - 5,492,195 5,492,195
Cash and cash equivalents RBekBReEEY - 18,447,083 18,447,083
249,191 33,025,352 33,274,543

China Machinery Engineering Corporation
PEEEREIRZROERAT



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

23. FINANCIAL INSTRUMENTS BY CATEGORY

AARESIR)

23. ZERBEINEMTR (&

(CONTINUED)
Financial
liabilities at
fair value
through Financial
profit or liabilities at
loss - held amortised
for trading cost Total
BRARE
SFENER  REBHERE
a8E- BB
FIFEE cRasE Mt
RMB’000 RMB’000 RMB’000
ARETFT AR¥FT AREFT
Financial liabilities included in trade 5t A8 5 K E fh fE N 70 IE
and other payables HeRBE - 11,079,166 11,079,166
Derivative financial instruments TEEMITA 17,686 - 17,686
Interest-bearing bank and other FFERTREMEE
borrowings - 501,244 501,244
17,686 11,580,410 11,598,096
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG ES P RRME

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

23. FINANCIAL INSTRUMENTS BY CATEGORY
(CONTINUED)

23. RERIEATNEMTA (&)

Available-
for-sale
financial Loans and
assets receivables Total
A BR Rk
TREE FEWRIB Bt
December 31, 2014 RMB’000 RMB’000 RMB’000
201412 A31H AREFT AREFT ARETFT
Other non-current assets HEMIETEEE 246,778 - 246,778
Amounts due from contract customers FEULE [ & 3K IE - 5,443,741 5,443,741
Financial assets included in trade STAE S N E M ERFIER
and other receivables EMEE - 5,167,862 5,167,862
Restricted deposits R HIFR - 300,235 300,235
Time deposits with original maturity BRI 2HAR BB =S8
over three months TEHTER - 4,170,349 4,170,349
Cash and cash equivalents BeRELEEY - 17,792,501 17,792,501
246,778 32,874,688 33,121,466

China Machinery Engineering Corporation
FEIEMRE IRROERA S



Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REETPHI A S GBI SRR ML

For the six months ended June 30, 2015 ¢ & Z=2015%6 4308 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (F& S A ERAS) -

23. FINANCIAL INSTRUMENTS BY CATEGORY

AARESIR)

23. RERIEATNEMTA (&)

(CONTINUED)
Financial
liabilities at
fair value
through Financial
profit or liabilities at
loss — held amortised
for trading cost Total
BARE
AENSR  REBHEKE
BfE— 51| BR E
HIEEE TRAE st
RMB’000 RMB’000 RMB’000
ARETIT ARETFT ARETFT
Financial liabilities included in trade 5t AE 5 K& H b B~ R IEHY
and other payables TRAE - 12,919,740 12,919,740
Derivative financial instruments TEEMITA 29,748 - 29,748
Interest-bearing bank and other FFERTREMEE
borrowings - 565,531 565,531
29,748 18,485,271 138,515,019
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEFTP RS U B RRMEE

For the six months ended June 30, 2015 ¢ & Z=2015%6430H 1L/~ & A
(Expressed in Renminbi unless otherwise stated) (f& S A FERAS) -

24. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES

(@) Financial instruments carried at fair value

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

The Group’s financial instruments carried at fair value as
at June 30, 2015 and December 31, 2014 are measured
under level 1 or level 2.

As at June 30, 2015
201556 830H
Fair value measurement using

RANTHEBNARENE

AARESIR)

24. I EREER A NE

(@) U2AREIRNEMTA

TREIARAEFENSET
ARBEMREBRM G RELE
AIE7TR (&R T A - WEI AR
ERMARERRN=EERNE
HE SeMIANAAETSE
KEEZ AR EHENEBEE
MREERBASHER -

AREE 201596 A30H k2014
F12A3MBEA A BESIRN SR
TEBREIRNE2HETE ©

As at December 31, 2014
20144124318
Fair value measurement using

RRAATERNAABEHE

Quoted Quoted
prices in Significant prices in  Significant
active observable active  observable
markets inputs markets inputs
(Level 1)  (Level 2) Total (Level 1) (Level 2) Total
RIER EX AR BX
ikl Ef 2 ikt Bz
HE BAE HE BAE
(E18R) (5828) @5t (F18) (528) et
The Group RMB’000 RMB’000 RMB’000 RMB’000  RMB’000  RMB’000
s3] AE®FE AREFT ARETFT AREFT ARETT AREFT
Assets BE
Available-for-sale A HERE
investments 11,060 - 11,060 8,441 - 8,441
Liabilities af
Derivative financial fTaEe@ITA
instruments
- Foreign currency — RHINER R
forward exchange
contracts - 18,237 18,237 - 27,678 27,678
- Interest rate swaps — M= H] - (551) (551) = 1,806 1,806
- Other derivative —HtfTE SR
financial instruments TE = = = = 264 264

140 FEIEMRE IRROERA S
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015 o & %2015 6 3308 1F7~@8 A
(Expressed in Renminbi unless otherwise stated) (& SAFERASN © AARELIR)

24. FINANCIAL RISK MANAGEMENT AND FAIR 24. BEEREERANE (&)
VALUES (CONTINUED)

(b) Fair values of financial instruments carried at (b) EBRAAREBEIENEMIAEN
other than fair value NRE
The carrying amounts of the Group’s financial instruments R2014412A31H &2015F6 A
which were stated at cost or amortized cost are not 308 - A& B Rk AN ol S Bk AN
materially different from their fair values as at December TR e T EMKREEEAAR
31, 2014 and as at June 30, 2015 except the following: AEWEEAER - AT
As at As at
June 30, 2015 December 31, 2014
7R20155F6 A30H MR20145F12H31H
Carrying Carrying
amount Fair value amount Fair value

AREE AffE ARmEfE AV
RMB’000 RMB’000  RMB’000  RMB’000
ARE TR ARETT ARETT ARETT

Amounts due from contract JEUA [ F 218
customers 4,214,475 4,146,045 5,443,741 5,046,659
Long-term borrowings REEE (473,992)  (423,191)  (431,993)  (411,146)
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements

AEERT ARG ES P RRME

For the six months ended June 30, 2015 o #£201546 A30H IE/~{E A

(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

24. FINANCIAL RISK MANAGEMENT AND FAIR
VALUES (CONTINUED)

(c) Estimation of fair values
(1) Receivables and borrowings

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

(2) Derivatives

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

China Machinery Engineering Corporation
PEEEREIRZROERAT

24, BIKEKREERAAE ()

(c)

DAERNMGE

(1)

(2)

FEYREREER

RRER/FRARAZRE
BB EHROMISHERITE
MHE -

fTET A

EHIMER RN RA RE
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Tk eMIARS  FZ
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AR REFRURBEZAD
SEEGARE  OR5YH
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REBETH A AS I R RME

For the six months ended June 30, 2015  #£201546 A30H IE/~E A

(Expressed in Renminbi unless otherwise stated) (Bk 25 sERHM -

25. SUBSEQUENT EVENT

(1)

(2)

Investment in the Formation of SINOMACH
Capital Holdings Ltd

On July 16, 2015, the Company, SINOMACH, certain
SINOMACH’s subsidiaries and CCB (Beijing) Investment
Fund Management Co., Ltd.* (“CCB Beijing”) have entered
into an articles of association of SINOMACH Capital Holdings
Ltd.(“SINOMACH Capital”). Upon the establishment of
SINOMACH Capital, it will be owned as to 12.66% by the
Company, 74.68% by SINOMACH and certain SINOMACH’s
subsidiaries and 12.66% by CCB Beijing. The Company’s
investment in the formation of SINOMACH Capital is in
line with the mid-to-long term development strategy of
the Company as it will facilitate the development of the
investment and financing sector of the Company, improve
the capital operation and management efficiency, bring long
term investment returns to the Company and accumulate
investment management experience for the Company.

Acquisition of 100% Equity Interest in China Jikan
Research Institute of Engineering Investigations
and Design Co., Ltd

On August 18, 2015, the Company and China United
entered into an acquisition agreement, pursuant to
which the Company has agreed to acquire, and China
United has agreed to dispose of, the entire equity
interests in China Jikan Research Institute of Engineering
Investigations and Design Co., Ltd.” (the “Acquisition”) for
an aggregate consideration of RMB171,352,600.00. The
Acquisition is beneficial to enhancing the business scale,
optimizing the business structure and strengthening the
technological capabilities of the Company and leading to
the improvement on the overall competitiveness of the
Company for engineering projects.

AARESIR)

25. fIREH

(1)

(2)

REZRAVEHEREZERSE
FRAA

R2015%F7H16H - AR A« E
# BN E THB AR RER
(U3 BREHESEERAREMEAD
A) (TEfEdb R ]) 513 Bt & A4
REBRAR ([BEHEZR]) #9484
EEAA o MBI ERKE - H
B BIRART - B BT S
NEAREEILRIEE12.66%
74.68% N 12.66% M © A A T
WELRN B EARERNRR &K
HIZREIKERE - BERAER
RIERERMERE  AEELREE
RERYE - A RARRIERR
HIGEWa - WEHEAQRITIRE
EESEARE KR

WRE MM TR ERTHER
BBR A F]100% A #E

201598 A18H + A Q& fHrh
BBt S R L W IB R - Bt -
NEl R A EEE RED RIWER
HEMK T EHRRAHAELRE
RAm2EficiE ([WEEE]) -
R EBAR171,352,600.00
TC o WEEEAFNIEA AR A
BEGERIE - TEXEBHEE 15
SRR - EMREAARRQFE
TRERAEMEGEBRT T
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Notes to the Unaudited Interim Condensed Consolidated Financial Statements
REEETTHHI A S SIS SRR M &

For the six months ended June 30, 2015 o & 2201563308 1F/~1@8 A
(Expressed in Renminbi unless otherwise stated) (& S A FERASN © AAREELIR)

26. APPROVAL OF THE FINANCIAL STATEMENTS 26. #LEMBRE

The financial statements were approved and authorised for B iRk CN2015568 A1 HEE =
issue by the board of Directors on August 31, 2015. HE R ERETE

China Machinery Engineering Corporation

FEIEMRE IRROERA S



Definitions and Glossary of Technical Terms

“Audit Committee”

(BT REE]

“Board”

-

“CG Code”

“China United”

[PEBS

“Company”,
Company , or “CMEC”

[RB]] - [ARRE)] X
[P B T2

“Core Sectors”

[T )

“Corresponding Period in 2014”
[20144F R EA

“Director(s)”

[E=%]

“Domestic Shares”

[RE ]

E 2 N B Al i 58

the audit committee of the Company

RAFIEFEZES

the board of directors of the Company

AATEEE

the Corporate Governance Code set out in Appendix 14 to the Listing
Rules

AR AR 1 4P EL 2 (R E R ST A

China United Engineering Corporation* (F BEi& T2 /A7), an enterprise
established in the PRC on January 21, 1984 and a wholly-owned
subsidiary of SINOMACH, the connected person of the Company and
directly holds approximately 0.78% of the issued share capital of the
Company

FRIEE TIEAR - —HKN1984F1 H21 AR B M3 - AR
ZEWBAT ARFMNEAEATBEEERBARRDBITRAL0.78%

China Machinery Engineering Corporation* (FF B % &5 T2 % () AR
AA]), a company incorporated in the PRC with limited liability whose H
Shares are listed on the main board of the Stock Exchange

PEEHRE TRERNERAR - EREEMAZARNERAR - HHEK
B P EMR BT

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

sector
HMBIR TIRABEBRRZOITERE NERITE BRTERETSE
FITE

the six months ended June 30, 2014
HZ=2014F6 A30H 1H751E A

the director(s) of our Company

ARAES

ordinary shares in our capital, with a nominal value of RMB1.00 each,
which are subscribed for and paid up in Renminbi
BARARHERR  SREEAARE1.007T - TAARBERERERZ

Interim Report 2015
ZE-AFHPHRE

145



146

Definitions and Glossary of Technical Terms

“EPC”

[EPC]

“Global Offering”

“Group” or “our Group”,
“we” or “us”

(5@ - TARSE ] 5 T3]

“H Share(s)”

[HAX ]

“HK$”

7]

“INED(s)”
[ IEMITESE

“International Engineering
Contracting Business”
[EIRR TR B 57 ]

K\
[FK]

China Machinery Engineering Corporation

FEMMREIRRAERAT

a common form of contracting arrangement whereby the contractor
is commissioned by the project owner to carry out such project work
as design, procurement, construction and trial operations, or any
combination of the above, either through the contractor’'s own labor or by
subcontracting part or all of the project work, and be responsible for the
quality, safety, timely delivery and cost of the project

EETHNERER  ABHRIBREETNERLETRT KB BIR
ALEEEIE  EA LANES (BEREBEABEATNAERSE
HoskFrEEBELIE)  WHEAWNEE 22 ITHEKAEER

the offering by the Company of 825,700,000 H Shares for subscription
by the public in Hong Kong and placing with professional and institutional
investors outside the United Stated in December 2012
ANARIF2012612 A1 23 £825,700,00008HA% - HE BN RRME - WL
ETERBEIRINNEEREIBIREE

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

overseas listed foreign shares in our ordinary share capital with a nominal
value of RMB1.00 each, which are listed on the Stock Exchange and
subscribed for and traded in Hong Kong dollars

BT BERAREIRIN ETINER - BREBEARE1.007T - UETTRER
BE  WRBRM T

Hong Kong dollars, the lawful currency of the Hong Kong Special
Administration Region

BT BERTTRREEES

the independent non-executive Director(s)

BUFHITES

the international engineering contracting business conducted by our
Group with a primary focus on EPC projects
HASERE - WAEPCHEE REHNBR TR ABDER

unit of electric potential, kilovolt. 1TkV=1,000 volts
BEEM TR - 1F1K=1,0000K4F



“Listing Rules”

[ Em#Al

“Model Code”

[1R2E<P A ]

SV

[JEE]

“non-Core Sectors”

[FERLTTEE ]

“OFAC”
SNEEEES S

“Other Businesses”

[ Eo Aty 5675 |

“Period”

[ A< EARE |

“PRC” or “China”
[P E

“Prospectus”

[ B ETE

“RMB” or “Renminbi”

(AR

Definitions and Glossary of Technical Terms

E 2 N B Al i 58

the Rules Governing the Listing of Securities on the Stock Exchange, as
amended, supplemented or otherwise modified from time to time
Bt PrEE 75 E AR B (B TNRHER] ~ M sk AR M 5 80

the Model Code for Securities Transactions by Directors of Listed Issuers
set out in Appendix 10 to the Listing Rules
LTRSS ArE 2 L BITAEFTETESF R HWIRETE

unit of energy, megawatt. TMW=1,000kW. The installed capacity of power
plants is generally expressed in MW
BEREAIIKEL - 1K R=1,000F R - HERERDTERFEALRERR

any sectors that do not fall within the Core Sectors of our International
Engineering Contracting Business
EA I IEBR R MBS TIRABEBROITENITE

the Office of Foreign Assets Control of the US Department of the Treasury
ERHHEE TN EEESD

the other businesses conducted by our Group, other than the
International Engineering Contracting Business and the Trading Business,
which include, among others, design services, logistic services, exhibition
services, tendering agency services, export-import agency services and
other services

AEBRENEMER (AR IRAREBRESEBRIN) HPBER
FTARTS - MIRARTE - RERTS - BWIRRIEMRSS - 5 O RIR AR & H AL RS

the six months ended June 30, 2015
B ZE2015F6 A30H L/~ {E A

The People’s Republic of China
PIE AR FLAME

the prospectus of the Company dated December 11, 2012
RNAFIHEIAR2012F12 A11BHBRER

Renminbi yuan, the lawful currency of the PRC

AR - PEBUAEER

Interim Report 2015
ZE-AFHPHRE

147



148

Definitions and Glossary of Technical Terms

“SFO”

[ KA D]

“Share(s)”

[ B f7 ]

“Shareholder(s)”
e

“SINOMACH”

[ B ]

“Supervisor(s)”

[E2% ]

“Stock Exchange”
[ B 22 Py

“Trading Business”

ECE

“United States”

ES=0

“US dollars” or “US$”
E

“%!l
[% ]

China Machinery Engineering Corporation
FEIRMRE IRRAERAT

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

BREPIFBST1ERZ LB RD] (B TEHERT ~ fFT s AR &)

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

holder(s) of our Share(s)

ALl SHESEEPN

China National Machinery Industry Corporation* (7 E## T £ B AR
A 7\]), a state-owned enterprise established in the PRC on May 21,1988,
our controlling shareholder

BAERBRRPEEE T RXEBRARAR - —KN1988F5 21 HEF
D AVA: S IEIES RS

one (or all) of our Company’s supervisors

AREN—% (R2f) BF

The Stock Exchange of Hong Kong Limited
ERBERHMAR AT

the international and domestic trading business conducted by our Group
REBETHEEREMEANE %K

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

ENBEZRE HEL B AXAREEENMEIE

United States dollars, the lawful currency of the United States

XL XBEMEAEER

per cent

B
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International Auditor
Ernst & Young

PRC Auditors
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Corporate Information

NEER

LEGAL ADVISORS

As to Hong Kong Laws
Shearman & Sterling

As to PRC Laws
Tian Yuan Law Firm

STOCK CODE
01829
INVESTOR INQUIRIES

Investor Hotline: 86 10 6331 2262
Fax No: 86 10 6332 1086

COMPANY’S WEBSITE

www.cmec.com
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